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"XTENSION OF SUSPENSION OF DUTY ON IMPORTS OF
CANEIN

THURSDAY, MARCH 31, 1660

U.S. SenaTe,
CoMMiTrEE ON FINANCE,
Washington, D.C.

The committee met, lpursuauxt. to call, at 10: 20 a.m., in room 2221,

New dS’elmte Oftice Building, Senator liarry Flood Byrd (chairman)
residing.

P Pmm#t: Senators Byrd, Kerr, Frear, Hartke, Williams, Carlson,

and Bennett.

The Cuameman, The hearing today is on the extension of suspen-
sion of import duty on casein for 8 years as recently provided in
H.R. 7458.

As you know, the Senate has approved the bill with an amendment
extending the susrensiun for & temporary geriod of 90 days, in order
that we might hold this public hearing and receive the views of wit-
nesses on behalf of the cusein industry and the soya bean industry.
I mny say it was done at the request of Senator Hartke, who is a ve
valuable meamber of this committee, and who has been very much
interested in this particular thing.

I submit for the record a copy of the bill H.R. 7456, a copy of the
report of the Committee on Finance, copies of departmental reports
reccived thereon fron the Departments of Commerce, State, s-
ury, Bureau of the Budget, and the U.S. Tariff Commission, as well
as a supplemental report commenting sreciﬁcally on the relationship
between imported casein and domestically produced isolated soybean
protein in the nonedible uses.

(The information referred to is as follows:)

[H.R. 7486, 86th Cong.. 2d rers. (Rept. No. 1022))
AN ACT o extend for three years the ruspennion of duty on imports of caseln.

Be ¢ cnacted by the Scnale and Housc of Reprecseniadivea of the Usnited
Rtatea of Amcrica in Congrees axscmbled, That the Act entitled “An Act to
ametd the Tarill Act of 1030 to provide for the temporary free importation of
casein”, approved September 2, 1957 (71 Stat. 579; 19 U.S.C. 1001, par. 19 note),
is amended by striking out “1960" aud inserting in lieu thereof “1963".

Passcd the House of Representatives August 1R, 1050,

Attest:

Rarru R. RoBERTS, Clerk.

1
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| 8. Rept. 1022, R8th Cong., 2d resr.]
PURPOSE

The purpose of H.R. 746, ag amended, I8 to extend for 3 years—that ir, uutil
the cloge of March 31, 1963—the suspension of import duties hmposed on caseln
under paragraph 19 of the Tariff Act of 1939, as amended. The present sus-
pension. provided for by Public Law 83-237, will expire at the close of March 31,
1060,

OENERAL BTATEMENT

Casein or lactarene is provided for in paragraph 19, of title I, of the Tariff
Act of 1930, ar amended. Under (he provision of 'ublic Law KG-237 the duty
on casein was fRuspended from Seplember 3, 1957, through the close of March 31,
1960, H.R. 7436, would continue this suspension of duty for a perliod of 3 years
until the close of March 31, 113,

Available official statistics on domestie production and imports of cagein do
not distinguish between the edible and inedible product. However, the U.S,
Tariff Commission states that it is believed that the domestic production consists
almost entively of edible casein and casein derivatives while imports consist
almoat entirely of inedible or industrial casein. Industrial easein is used prin-
cipally in the mannfacture of coated paper, glues, cold-water paintr, mucilage-
type adhesives, and other lers extensive uses.

Information shows that domestic production of casein has ghown a trend of
decline whereasr the general trend of imports of caseln has been upward for a
number of yvears. Domestic production of casein has not reflected changes in
demand in recent years because the raw material from which casein is made
(skim milk) frequentiy is more profitably converted into other products. Since
1932, the mitk price-support program hag constituted a material inducement for
converting skim milk into products other than casein.

Favorable reports were received on this legislation from the Departments of
Agricuiture, Labor, and Commerce, and {nformative reports from the Treasury
Department and the U8, Tariff Commission. The report of the Labor Depart-
ment stated that the “Department 1s not aware of any unfavorable developments
resuiting from the free fmportation of casein * * *” and the Department of
Agricuiture, after pointing out that Publie Law &%-257 had afforded a testing
perfod of approximately 3 years, likewize found no unfavorable developments
and interposed no objection to the bill.

CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing Rules of the
Senate, changee in existing law made by the bill are shown ar follows (exiating
law proposed to be omitted is enclosed in black brackets, new matter ig printed
in italic, existing law in which no change §s proposed is shown in roman) :

“ACT OF SEPTEMBFR 2, 1037

“AN ACT To amend the Tariff Act of 19:}0 to I‘\mvlde for the temporary free importation
of caseln

“Be it enacted dy the Sonate and House of Representatives of the United States
of Amerioa in Congreas asscmbled, That the import duty hposed under para-
graph 19 of title I of the Tariff Act of 1930, as amended, shall be suspended with
respect to imports entered for consumption or withdrawn from warehouse for
consumption during the period beginning with the day following the date of
enactment of this Act and ending with the close of March 31, [1960] 7963.”

THE SECRETARY OF COMMERCE,
Washington, D.C., March 31, 1960.
Hon. HArrY F. BYrp,
Chairman, Commiitec on Finance,
U.8. Semate, Washington, D.C.
DEAR MR. CRARMAN : This letter is in reply to your request for the views of
this Department with respect to H.R. 7456, an act to extend for 3 years the
suspension of duty on imports of casein.
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This Department has no ohjection to enactment of H.R. 7458 for various
economic rearons, principal among which are those discussed below.

In the last two decades domestic careln production has declined (from 67.5
million poundr in 1937 to 2.5 million pounds in 1956) and has heen replaced by
carein Importe (which reached 94.5 million pounds in 1959). Perhaps the
primary reason for this reversal in the sources of carein consumption in the
United States is the diversion of skim milk, the raw material from which casein
{s made, to other and more lucrative products; for example, nonfat dry mitk
polids,

Import duty on careln is not feit to be a major factor in that reversal. Under
the Tarlff Act of 1030, carein wasr included in parngraph 1819 and a duty of
6% cents per pound was fixed. Under the trade agreeinent negotiated with
Argentina, the duty was reduced to 2% cents per pound, effective November
1941. Public Law 85-247, approved September 2, 1957, suspended the 23 cents
per pound duty for 3 years. Argentine casein currently is quoted from 19%;
to 20% cents per pound while domestic manufacture based on skim milk would
need to sell at more than dottble that price. Any influence of the duty on the
ratio of domestic production to consuinption would be very minor.

Fconomic effect of continued extension of the suspension of duty is therefore
confined to the casein consumerr in the United States, and the consumers of
end products in the manufacture of which it ir used. Casein is widely used in
the manufacture of coated papers, gypsumn wallboard, and other products. Fail-
ure to extend the suspension of duty would increase the cost of casein (and
proportionately of its end products) by more than 13 percent. Reimposition of
the duty would not appear to yield a commensurate benefit to the domestic
economy of the United Rtates.

We have heen advised by the Burean of the Budget that it would interpose
no objection to the submission of this report to your committee.

Sincerely yours, .
Paar A, Ray,
Under Sceretary of Commerce.

DEPARTMENT OF STATE,
Washington, Beptember 4, 1959.
Hon. HArrY F. BYRD,
Chairman, Commitiec on Finance,
U.8. S8cenate.

DEAR MR. CHAIRMAN: I refer to your comiuunication of August 22, 1959,
acknowledged on August 26, requesting the views of the Department of State
on H.R. 7400, to extend for 3 years the suspension of duty on imports of casein.

The Department has examined H.R. 7456 from the standpoint of foreign eco-
nomic policy objectives and has no objection to its ennctment.

The Department has been informed by the Bureau of the Budget that there
I8 no objection to the submission of this report.

Sincerely yours,
WILLIAM B, MACOMBER, Jr.,
Assistant Secrctary
(For the Acting Secretary of State).

OFFICE OF THE SECRETARY OF THE TREASURY,
Washington, August 27, 1959.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.8. Senate, Washington, D.C.

MY DEAR MR. CHAIRMAN : Reference is made to your request for the views of
this Department on H.R. 7456, to extend for 3 years the suspension of duty on
{mports of casein.

The proposed legislation would extend for 8 years, that is until March 31, 1963,
the suspension of import duties imposed on casein nnder paragraph 19 of the
g‘lar;gﬁgct of 1030, as amended. The present suspension will expire on March

Since the commercial aspects of the proposed legislation would be of concern
primarily to the Departments of Agriculture and Commerce, the Treasury De-
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partment has no substantive comments on them. Should the bill be enacted, the
estimated loss of customs revenue will be about $2 milljon per year.

The Department has been advised by the Bureau of the Budget that there is
no objection to the submission of this report to your committee.

Very truly yours,
A. GILMORE FLUES,
Acting Secretary of the Treasury.

BUREAU Or THE BubgeET,
Scptember 28, 1959.

Hon. HaRrY F. BYRD,
Chairman, Commitice on Finance,
U.8. Senate, Washington, D.C.

My Dzar MB. CHAIRMAN : This is in reply to your letter of August 22, 1959, re-
questing a report on H.R. 7456, a bill to extend for 3 years the suspension of
duty on imports of casein.

We understand the purpose of the bill is to extend through March 31, 1963,
the temporary free importation of casein provided by Public Law 85-257.

The Bureau of the Budget has no objection to the enactment of legislation to
accomplish the purpose of this bill

Sincerely yours,
‘WiLrorD H. ROMMEL,

Acting Assgistant Director for Legisiative Referenoce.

U.S. TArry COMMISSION,
Waskington, D.C., August £5,1959.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.8. Benate
DEAR MR. CHAIRMAN : This is in response to your request of August 22, 1959,
for a report on H.R. 7456, 86th Congress, to extend for 3 years the suspension of
‘1!353, on imports of casein; passed by the House of Representatives on August 18,
There is attached a copy of a report submitted in June 1959 to the House
Committee on Ways and Means in response to its request for a report on the
bill. The Commission has no additional information.
JoskPH E. TALBOT, Chairman.

U.8. TaRIF¥ COMMIBSION

MEMOBANDUM ON H.B. 7456, 86TH CONGRESS, A BILL TO EXTEND FOR 8 YEARS THE
SUSPENSION OF DUTY ON IMPORTS OF CASEIN

H.R. 7458, if enacted, would amend the act entitled “An act to amend the
Tariff Act of 1930 to provide for the temporary free importation of casein” (71
Stat. 579; 19 U.8.C. 1001, par. 19 note) by striking out “1960” and inserting in
lieu thereof “1963".

Casein or lactarene was free of duty prior to the enactment of the Tariff Act
of 1922 at least as far back as 1804. In the Tariff Act of 1922 a rate of 2% cents
per pound was established for this product (mixtures being dutiable under that
act at 20 percent ad valorem). In the 1930 Tariff Act the duty was increased to
51 cents per pound. The statutory rate of duty was reduced pursuant to trade
agreements to 2% cents per pound (2.2 cents per pound if the product of Cuba).
The reduced rate of 2% cents per pound first became effective on November 15,
1941, pursuant to a trade agreemept with Argentina. The same reduced rate
was later included in a trade agreement with Uruguay and in the General Agree-
ment on Tariffs and Trade (GATT). Until the end of 1952 casein or lactarene
was subject to import-quota restriction under section 104 of the Defense Produc-
tion Act of 1950, as amended. Public Law 85-257 suspended the duty im-
posed under paragraph 19 of title I of the Tariff Act of 1930, as modified, from
September 3, 1957, through the close of AMarch 31, 1960.

Available official statistics on domestic production and imports of casein do
not distinguish between the edible and inedible product. However, it is believed
that the domestic production consists almost entirely of edible casein and casein
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derivatives while imports consist almost entirely of inedible or industrial casein.
There have been some reports from the trade of a large increase in imports of
edible casein in 1958, but there are no official import statistics showing edible
and inedible casein separately.

Industrial casein is used principally in the manufacture of coated paper, glues,
cold water paints, mucilage-type adhesives, and other smaller uses.

Edible casein, sodium caseinate, and calcuim caseinate are used in high pro-
tein food supplements, bakery goods, and soup tablets.

For reasons discussed later in this memorandum, imports were abnormally
high and production was abnormally low during the period 1942-57.

Although domestic production and imports have fluctuated widely during the
past tbree decades, the general trend of imports has been upward since 1932.
The trend of domestic production has been downward since 1937.

During the period 1929-42, domestic production consistently exceeded imports
and accounted for 76 percent of the new supply.! Thereafter imports have con-
sistently exceeded domestic production (except in 1947). During 1954-57 im-
ports accounted for 97 percent of the new supply. )

Domestic production of casein has not reflected changes in demand in receut
years because the raw material from which casein is made (skim milk) fre-
quently is more profitably converted into other products. This was the case
especially during the war, because of the heavy demands for whole milk products
and for dried skim milk, largely for oversea shipment. Since 1952 the milk
price-support program (under which the price of nonfat dry milk solids is
supported) has constituted a material inducement for converting skim milk into
products other than casein. The milk price-support program has operated to
increase sharply the total production of milk and at the same time to induce a
much higher percentage of the total production to be delivered as whole milk.
In addition, much of the whole milk is separated and the major portion of the
resulting skim milk is dried. This not only automatically reduces the quantity
of skim milk available for conversion into casein but further reduces the relative
profitability of such conversion. The yleld of dried skim milk from a given
quantity of liquid skim milk is 3.3 times as great as the yield of casein. With
the price of dried skim milk being supported at 1414 cents per pound for spray
and at 123§ cents per pound for roller, casein manufacturers would have to
obtain from 42.5 to 47 cents per pound for casein in order to obtain the same
return from their raw material converted into casein as they would if it were
converted into dried skim milk and sold at support prices. Since the average
annual foreign value of imported casein was 13.2 cents per pound in 1953, 17
cents per pound in 1954, 18.2 cents per pound in 1955, 20.2 cents per pound
in 1956, 19.6 cents per pound in 1957, and 19.8 cents per pound in 1958, domestic
casein has not been able to compete pricewise with the imported product, and
producers have found it to their advantage—particularly so after the removal in
1953 of the import quota on casein under section 104 of the Defense Production
Act of 1950—to convert their raw material into dried skim milk rather than into
casein. The foreign unit value of imports (cables 1 and 2) has shown large
year-to-year changes—as much as 16.3 cents a pound from 1951 to 1952. Domestic
edible casein is offered for sale in wholesale quantities at 56-64 cents a pound.
Domestic inedible casein is not quoted and production is nil. Imported inedible
casein is for sale in New York at 2014 to 2414 cents a pound. The Tariff Com-
mission has no information on the price at which the relatively small quantity
of imported edible casein is sold.

Production of dried skim milk increased from 702 million pounds in 1951 to
1,678 million pounds in 1957, whereas production of casein declined from 21.6
million pounds to an estimated 1.7 million pounds during the same period.

The Department of Agriculture reported production of casein for 39 consecutive
years prior to 1957, but it was not reported for 1957 since there were vnly two
plants reporting. A Tariff Commission estimate of production for 1937, based
on use of skim milk in the manufacture of casein, is included in table 1.

Argentina has long been the principal source of imports. Imports by principal
Source are shown in table 2.

1 “New supply” refers to domestic production plus imports.
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}8::’,9'3 ....................... 2,533 70,673 14,276 2.2 2.70.0 28 13.6 27 65 72,929 35 9.5
'H
Jan,1to Sept. 2. ....... ® 46,516 8,837 19.0 @ 2%
Sept. 3 to Doc. 31 . ...... ) 28, 088 5.796 20.6 @
Total . ocueoooannne.. a,7n7 74, 604 14,623 196 4,350
19085, ) 91,233 17,564 19.3 @
1 Not separately classified bofore July 1, 1941,
3 Not available. !

8 Prelimin uction.
b u:y. except prod

of Bource: Production data compiled from official statistics of the U.S. Depurtment of Agriculture; import and export data compiled from officiul statistics of the U.S. Department
Commcroe.
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TaBLE 2.—Casein (or lactarene) and mizlures in chief value thereoj;, g;g‘r_cgg or unground: U.S, imports for consumption, by principal sources,

Calendar year Total Argentina Australia Canada ! New France Norway Azores Brazil All other
imports Zealand
Quantity (thousands of pounds)

16,819 15,353 56 . | SOPUPUNIN IO SR AR 1, 148 212

, 052 26, 250 s 1,108 [ 3 (R PRI AR, 111 439

47,418 46,642 1. .. .. ... L3 OSSR ISP SURISPR SRR SR m

51,610 49,038 | oo, 884 L V., 2 PSSO RIS I, 22 353

45, 346 , 280 118 1,249 [ ¢/ 2 PR SSPIUY S 113 14

20, 887 19, 021 42 1,154 . PRI SUPURIU R (] 198

40, 585 35, 626 206 3,849 |/ 7 PR (ORI DN 175 54

33, 081 28,911 105 2,803 | e 7% I R B 164 385

b4, 552 41,901 1,023 1,170 1,760 1,623 83 68 625 6,294

43,583 U,427 1,128 1,393 983 6,281 2 251 20 9,058

56, 838 3,129 530 829 8,077 3,183 899 2 7 28 D 7.051

74,248 54, 684 1,049 2,780 9. 443 960 983 198 383 3,766

59, 833 41,249 1,460 3.901 5, 891 3,564 460 120 025 2,503

74,480 , 243 4,413 2.824 7, 563 797 685 69 219 1, 587

70,873 51,712 6, 503 2,951 818 448 428 210 109 7.494

74,604 55.673 4,182 1,074 8,298 1,128 1.163 34 192 2,610

91,233 48, 968 13, 867 048 13, 560 1,209 573 ‘ 404 21 12,043

Foreign value (thousands of dollars)

b 1 3, 500 3,216 5 T Jeameceecaaceiafeaccaanacccnecfenarcaomemecal cocmeccacacnn 230 42
1043 o e e e ammaann 2, 867 2,833 18 200 | & 2 O SNSRI B 8 L)
1044 . e eaceeemaeas 4, 561 4,512 | .. |- 3 PSRRI PN RSN AP 11
|5 2 Y SN 5,327 5,107 |oceeiciaann-- 100 [ 1. 2N DU AP DN 32 31
M6, .o e caeiceeaan 11, 336 10,917 24 280 (-7 PAFUURURIPUN SN N 2% 25
L Y 8,240 5,812 12 284 )1 8 PN ISR SR (3) 15
F 1 2 SR 9, 258 8, 130 58 903 | L 2 (PR PR PPN 42 106
1040 e canea 4,880 4, 1683 17 474 | e .. | € I PA] 34
1980 c e icceaacccanaa 10,055 7,881 129 316 287 302 17 10 166 97
195) - e e aman———— 13, 604 8,133 520 485 279 1,695 7 68 7 2,404
1 35 2 8, 535 4. 496 74 177 1,223 522 147 42 | ... 1,854
1T LN S, 9, 826 6, 981 149 am 1,182 195 200 2% 49 533
b C Y N 10, 146 6, 591 263 928 1,031 653 102 23 157 308
b 113 SOOI 13, 557 9,936 780 663 1,495 160 27 17 47 7
1056 . - et me—————. 14,276 9, 042 1,302 805 177 193 102 44 27 1,681
FT L & 14,633 10, 364 853 335 1. 906 224 259 71 35 586
10589 o emaeann 17, 564 8,585 2,617 233 3,040 213 139 7 43 2,612

8
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Unit value (cents per pound)
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ULS. TARIFF COMMIRSION,
Washington, D.C., February 8, 1960.
Inre H.R. 7436.
Hon. Harxy F. Bywrp,
Chairman, Commitice on Finance,
U.S. Scnate.

DEAR SENATOR BYRD: I have your letter of February 1 asking for information
relative to competition between imported casein and domestically produced
fsolated soybean protein in nonedible uses.

Although casein and isolated soybean protein for nonedible use differ in nature
and structure, they are so similar in appearance and working qualities that they
can be used interchangeably in certain uses. It is reported that isolated wsoy-
beain wrotein has displuced casein almost completely in the production of glues
usedd in the manufacture of plywowd, thar it has displaced casein to a large
extent in conting wallpiaper and to a lesser extent in coating other pupers, and
that it has largely displaced cazein in the manufacture of waterproof paints.
It Is also known, however, that synthetic resing and synthetic latex have, to

" a cortain extent, displaced both casein and isolated soybean protein both in the
above uses and in other uses.

Being interchangeable in use, it {8 probable that displacement of casein by
{solated soybean protein was determined in large part by the fact, as shown in
the attiiched table, that soya protein frequently was quoted at lower prices than
casein. Contributing to this price differential, and offsetting a 2% -cent decline
in the quoted price of imported casein immediately following the effective date
of transferring casein from the dutinable list to the free list, a new process for
manufacturing isolated soybean protein was perfected in 1958 which enabled the
material to be quoted at 4 cents per pound lower than material made by the
old process. It f{s understood that both the old and the new processes are
currently . employed and, occasionally, that protein made by the old process is
quoted at the same price as that made by the new process.

Ofticial ste tisties on domestic production of ixoluted soybean protein are not
available; but it is reported in the trade literature that production approximated
20 million pounds as early as 1931 when fLwports of casein amounted to 43.6
million pounds, and it is estimated by an official of the Soybean Processors
Association that between 42 and 48 milllon pounds were produced in 1939 when
94 million pounds of eazein were imported. Dexpite the increase in imports of
casein subsequent to its having been placed on the free list, the ratio of production
of Isolated soybean protein te imports of caseln appears to have increased (from
46 percent in 19061 to 48 percent in 1959), rather than to have decreazed. More-
over, it 18 estimated that the domestic production of sodium, potassium, and
caleium caseinates, and of cusein hydrolysates—in large measure from imported
caxein because imports account for 88 percent of apparent domestic consunp-
tion—may remove at least 10 million pounds of casein from competition with
isolated soybean protein in 1060.

If we can be of further service, kindly advise us.

Sincerely yours, )
Joskprnt E. Tawror, Chairman.

The Cuamyan. The first witness is Hon. John F. Baldwin, Jr,,
Congressman from Culifornia.

Mr. Congressman, take a seat, sir. We are very happy to have
you with us.

STATEMENT OF HON. JOHN F. BALDWIN, JR., A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA:

Representative BarowiN. Mr. Chairman, T want. to express my deep
appreciation to you and members of your committee for this oppor-
tunity to appear and testify before your committee,

I am the author of H.R. 7456, which originally provided for a 3-
year extension in the suspension of import duty on casein, and so, actu-
ally, Mr. Chairman, all I am here to say is I think the committee
used good judgment in approving the bill in January, and I am here
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in support of the decision of the committee and hope that the com-
mittee will reaflirm their judgment. .

This bill was passed by the Senate earlier this week but was modi-
fied to provide only a 3-month extension pending this hearing before
the Senate Finance Committee. The suspension of import duty on
casein was originally authorized by Public Law 85-257, which was
passed in the 85th Congress. '

Under the provisions of Public Law 85-257 the duty on casein was
suspended from September 3, 1957, through the close of today, March
31, 1960. The purpose of my bill, H.R. 7456, was to continue this sus-
pension of duty for a period of 3 additional years, until March 31,
1963. ILR. 7456 was approved by the House Ways and Means Com-
mittee last year by unanimous vote and passed the House of Repre-
sentatives without a single dissenting vote. This bill was likewise
approved by this committee, the Senate Finance Committee, in Jan-
uary of this year. . - .

Favorable reports have been filed on H.R. 7456 by all interested
Govornment. departinents. These include the Departments of Agri-
culture, Labor, and Commerce, N

It is my umielstamding, Mr. Chairman, that a new report, again in
n.?proval of the bill, has just been filed this week, by the Department
of Agricultyre. : \

The report of the Labor Départment, snbmitted to the House Ways
and Means Committee, states tﬁat the “Department js not aware of any
unfavorable developments resulting from the free importation of
casein.” The Department of Agricultuve, after pointing out that
Public Law 85-257 had afforded a testing Yeriod of approximately
3 years, likewise found no unfavorable developments and interposed
noobjection to the bitk... - . o

The reason for: the original suspension/of import duty on casein
was that domestic production ef chsein has largely ceased. This
was because the raw material from which casein is made, skim milk,
has been more profitably converted into other products. -

Since 1952 the milk price support programn has constituted a ma-
terial inducement for converting skim milk into products other than
casein. The UU.S. Tariff Commission has stated in its report on H.R.
7456 that imports of casein consist almest entirely of industrial casein.

Industrial casein is used principally in the manufacture of coated
paper, glue, cold-water paints, mucilage-type adhesive, and other sim-
ilar uses. Since practically no such industrial casein is produced do-
mestically, there is no justifiable reason-for continning a protective
tariff on the import of casein.

I hope very much that this committee will a}Jprove the 3-year exten-
sion of the suspension of duty on casein. I might say, reapprove,
since you have already acted in this respect 2 months ago.

I believe this is for the best interest of the American consumers of
this product. The Treasury Department has stated it does not object
to the passage of this bill.

It is my understanding that the soya bean industry has, at the last
minute, raised some objection to the 3-year suspension of duty on
casein, I believe it should be pointed out that the House Ways and
Means Committee did not have any requests from the soya bean in-
dustry to testify in opposition to H.R. 7456 and, to my knowledge, no
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Member of the House of Representatives received such complaints
at the time the bill passed the ITouse. It does not seem to me that this
last-minute objection should be considered favorably.

In this connection, Mr. Chairman, I would like to read a wire which
I received this morning on the relative use of casein and sova bhean
products. This wire is from the Kuiser Gypsum Co., at Antioch,

Calif., my congressional district :
KaIser Gyesum Co,
Antioch, Calif.

Hon. JonuN BALDWIN,
House of Representatives Office Ruilding,
Washington.:

With reference to casein, ILR. 7456, we are using hoth casein and soya pro-
tein In several products manufactured in our plant in Antioch, Calif., and are
in favor of continued suspension of the duty on casein.  In our research lahora-
tory, we have done considerable work on the use of soya protein as a replaceinent
for casein. To date. we have been able to work out formulations using only
small perventages of soya protein mixed with casein,  Large percentages of
soyar protein result in unsatisfactory adhesive and working qualities iu these
products. We have active studies going on with soya bean processing companies
to overcome these problems. At the present time, the soyn materials are not
satisfactory replacements in our products for casein. We would like to have
a competitive domestic source of casein available. Meanwhile, we are definitely
interested in continuing the suspension of the duty on casein. Please feel free
to use this information if you wish.

GeoreE B. Kirk, 7'echnical Director.

Representative Barowin. Mr. Chairman, may I take this oppor-
tunity again to thank you for your courtesy in scheduling this hear-
ing. I hope you will reconfirm the action already taken by this com-
mittee on extending the suspension of duty on casein for the next 3
years.

The Cuamrman. The next witness is Mr. Gustave Burmeister, As-
sistant Administrator of Foreign Agriculture Service, Department of
Agriculture, accompanied by Walter W. Sikes, Director, Fats and
Oils Division, Foreign Agriculture Service, and David I. Hume, Di-
rector, Dairy and Poultry Division, Foreign Agriculture Service,
Department of Agriculture.

lease proceed.

STATEMENT OF GUSTAVE B\'"RMEISTER, ASSISTANT ADMINISTRA-
TOR OF FOREIGN AGRICULTURE SERVICE, DEPARTMENT OF
AGRICULTURE; ACCOMPANIED BY WALTER W. SIKES, DIRECTOR,
FATS AND OILS DIVISION, FOREIGN AGRICULTURE SERVICE; AND
DAVID L. HUME, DIRECTOR, DAIRY AND POULTRY DIVISION,
FOREIGN AGRICULTURE SERVICE, DEPARTMERT OF AGRICUL-
TURE

Mr. Burumrister. Thank you, Mr. Chairman. As indicated, I am
Gustave Burmeister, Assistant Administrator of Foreign Agriculture
Service. I have with me Mr. David Hume, Director of the Dairy and
Poultry Division of the Foreign Agriculture Service, and Walter
Sikes of the Fats and Qils Division.

Mr. Chairman, I believe that our position is pretty clearly stated in
a letter that Under Secretary Morse sent to you on March 30. We
do not have a written statement, or any further material to add,
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except. that we would be happy to answer any questions that the com-
mittee might have.
The Ciamsran. We will make that part of the record, sir. Perhaps
you better read it sir. Read the letter, so if there are any «uestions.
Mr. Burmeister, All right, sir. I will do that.

Hon. Harry F. ByYRo,
Chairman, Committee on Firance,
U.8. Senate.

DEAR SENATOR Bywp: Thauk you for your letter of March 24, 1960, regarding
the views of this Department concerning H.IR, 7436, In the determination of
the probable effects of this legislation, particularly with respect to the soybean
producers of the United States, 2 number of factors had to be considered.

The United States has been heavily dependent on imports of milk casetn sub-
sequent to the inauguration of price supports of nonfat dry milk solids in 1952,
which encouraged a shift in the use of skim milk from use in the manufacture
of casein to nonfat dry mfik solids, Imports amounted to 43 million pounds
in 1931, increased to 60 million pounds in 1954 and to 71 million pounds in 1956.
After the suspension of the 2% cents per pound duty on September 3, 1957, -
ports continued their upward trend, amounting to 75 million pounds in 1957 and
94 million pounds in 1959,

Information made available to thizs Department indicates that there are four
companies presently producing isolated soybean proteins, and of these, two have
plans for expansion and a fifth company is planning to build a plant. Actual
annual production of isolated soybean proteins is not known, but it is currently
estimated to be 50 million pounds of industrial grade, plus about 5 milllon
pounds of food grade. The use of goml grade isoluted soybean proteinsg have
not yet developed a definite pattern, but it is being tested in perhaps ag many as
80 products.

The average annual price of imported industrial grade milk casein changed
little during this period, even after the suspension of the import duty. From
1934 to 1956 the price varied between 17 cents per pound (dockside, New York)
to 20.2 cents. For 1937 and 1938 prices averaged 19.6 and 19.5 cents per pound,
respectively. Preliminary data indicate that for 1959 the price averaged 19
cents per pound. The price for domestically produced industrial grade isolated
soybean proteins has also been relatively stable, usually averaging 2 to 3 cents
per pound more than for milk casein. The close conformance of the price of
isolated soybeian proteins and milk casein is probably largely explained by the
competitive nature of their uses, both being largely used in various sizings, in
addition to a number of lexs important uses. Current price quotations for food
grade isolated proteins are from 32 to 50 cents per pound, depending on grade
aud quantity purchased. Domestically produced food grade milk casein is gener-
ally priced between 55 and 65 ceuts per pound. Use of the small quantity of
domestically produced food grade milk casein Is largely limited to specialty uses.

In the production of isolated soybean protein about 50 percent of the protein
content of soybean meal is recovered, the oil being extracted first. In 1959, to
produce an amount of isolated soybean proteins equivalent to the 94 million
pounds of milk casein imported would have required 210,000 tons of soybean
meal, or the meal equivalent of 9 inillion bushels of soybeans. Even though haif
of the protein content of soybean meal is not extracted in the manufacture of
isolated soybean proteins, a large part of the remaining protein is available for
use as feed.

From the above it appears that the reimposition of the 2% cents per pound
duty on milk casein would have little effect on the price of imported casein, as is
indicated by the stability in its price even after the suspension of the duty in
1957. What evidently happened in the past, and is likely to again happen, is that
the exporting countries will adjust their export prices in order to remain com-
petitive, alternative uses for skim milk, from which milk casein is produced,
being limited in the major exporting countries. The 210,000 tons of soybean
menal, which would have been required to produce an amount of isolated soy-
hean proteins equal to imports of milk casein, would have been equal to only
1.6 percent of the meal equivalent of the 1958-59 production (less seed use) of
soybeans. It I8 also unlikely that, even if the price of imported milk casein in-
crensed by the full amount of the duty, all of the imported milk casein would be
displaced by isolated soybean proteins, the two not being perfect substitutes.

T CFSP R P I P I R T IR A
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Since it is highly doubtful that the reimposition of the duty would materially
atd our sorbean industry, and in view of the UK. iInterest in getting other
countries to lower their duties on our exports, it is felt that the relmposition of
the duty would not be in our best {nterest,

In arriving at fts porition on pending legisiation, the Department certainly
wishies to consider the interests of all parties who may be affected by such aes
tion. We certainly appreciate the opportunity to present the views of this
Department on this piece of legislation.

Sincerely,

TRUE D. MorsE, Acting Sceretary.

The Cuairman. Thank you, Mr. Burmeister.

Any questions?

Nenator Krer. T notice from this statement that the import of this
product. has more than doubled in 8 years. Do you have information
as to what the figure was prior to 1951, which 1s the first one that I
see here on which you tell how much was imported?

Mr. Burmeister. I am sorry, Senator, we don’t have that figure
with us, but we can get that figure for you.

Senator Kerr. There is a gentleman walking up the aisle with a
paper in his hands. Perhaps he is going to provide it for us.

fr. BurMEIsTER. Yes, sir.

Senator Kerr. What wasit in 19482

Mr. Bermeister. 1948, 40,585,000 pounds.

Senator Kerr. 19497

Mr. BurMEisTER. 33,001,000 pounds.

Senator Kerr. 19507

Mr. BurMEsTER. 54,552,000,

Senator Kerr. Well, the 1949 figure was the low you have got there
ap{):m\ntl yv?! )

Mr. BurmEeisTeRr., Yes, sir—excepting back to 1943, you get 28 mil-
lion pounds.

Senator Kerr. Well, that is all right. This gives it relatively.

Can you tell us what the support price on milk was in 1949, the
year the 33 million pounds came in?

Mr. BorMmEessTER. In 1949, the Government supported the price of
manufacturing milk at $3.14 per hundredweight. Purchases under
the program in 1949 reprosented 2.5 billion pounds, milk equivalent.

Senator Kerr. I don’t think you had one in effect, either. But I
think it was because the price of milk was above the support level, not
because you didn’t have the law for it, isn't that comctr

Mr. Burmrister. I think that is right.

Senator Kerr. When did the two meet ?

Mr. BurMEIsTER. About 1951.

Senator Kerr. What was that support level in 19512

Mr. BurmreisTer. At the time I believe the price support was at 87
percent of parity. The price of milk for manufacture was supported
at £3.60 per hundredweight.

Senator Kerr. What 1s the support level on milk today?

Mr. Brrmrister, §3.06 a hundred pounds for manufacturing milk.

Senator Kerr. Now, does that mean skim milk? )

Mr. BurmrersTer. No, the Government purchase price for nonfat
dry milk is currently around 141} cents a pound.

Sena]tlor %(}:th. Around 14 cents a pound. What does that amount
to a gallon!

Mr. Burmrister. You mean how much prodaced—-
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Senator Kerr. No. This $3.06. What is that?

Mr, Burmeister. That is per hundred pounds of whole milk.

Senator Kerr. And skim milk is four times as much ?

Mr. Burmeister. No. The dry milk—at 14 cents a pound, would
he—

_?‘l:!l?uuor Krre. What would that be in relation to the $3.06 for whole
mi :

Mr. BurMrister. Just a minute,  We will get that for you.

Out. of the $3.06 for whole milk, the value of the skimn milk would
be about 91 cents. You see, you get butterfat, which is the most
valuable product.

Senator Kerr. Yes. In other words, then, the support level on the
skim milk in the liquid form would be less than a penny a pound ¢

Mr. Burmeister., That is right.

Senator Kerr. Well, now, here is what I woud like to know.

At what point is it profitable to make—you make casein out of skim
milk, don’t you?

Mr. BurMEISTER. Yes, sir.

Senator Kerk. At what point would it be profitable for the domestic
producer of milk to make his skim milk into casein instead of——

Mr. BurMEeister. Dry whole milk—I mean dry skim milk.

Senator Kerr. Yes.

Mr. Burmrister. The present price of casein is about 20 cents a
pound. 19 or 20 cents a pound. It takes 3 pounds of dry skim milk to
make a pound of casein. So the price of—to make it profitable to
convert the nonfat dry milk to casein, the price of the dry milk would
have to be about 614 cents a pound. That is, it takes 42 cents’ worth
of dry skim milk to make 19 cents’ worth of casein.

Senator Kerr. I thought you said you make a pound of casein out of
3 pounds of dry skim milke

fr. Burmeister. That isright. And the support price on dry skim
milk is 1414 cents per pound. So that it takes about 42 cents—

Senator Kekr. Forty-two cents’ worth of the one product to make
1 pound of the other product?

Mr. BursrisTer. Yes, sir.

Senator Kerr. In other words, then, you don't—the importation of
casein is not in competition with the domestic producer of milk?

Mr. Bursester. That is right—because we are supporting the
price of the product from which you make casein at a higher Jevel
than it could go into making casein.

Senator Kerr. Well, now, how near are they to being able to make
casein out of soybeans?

Mr. BurmelsTER. Well, they are making a product comparable to
casein out of soybeans now. As we said in our letter, I believe, they
make 50 million pounds right now.

Senator Kerr. Well, now, what is that product worth?

Mr. BurMmEelster. It is selling around—for food use—32 to 50 cents
a pound. For industrial uses, it is 2 to 3 cents a pound above the
casein, the milk casein.

Senator Kerr. All right.  Now, how much is the duty ?

Mr. Burmeister. Two and three-quarters cents a pound.

Senator Kerr. Then if the duty were not suspended, the domestic
producer of the product out of soybeans would be competitive with
the imported milk produet which is casein ?
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Mr. Burmrister. Provided the foreign price remains the same.

Now, we said here we thought that the foreigner exporting casein
would adjust his price in order to become competitive.

- Senator Kerr. And you are competing with him to see which one
of you keeps that price down?
r. BurMeisTeR. Well, when the duty——

Senator Kerr. To the penalty of the domestic producer? If some-
b}cl)dy is g;)ing to do it, you would rather do it than let him, is that
the point

r. BurseisTeR. No, sir; I don’t thing that is what we are saying.
What we are saying is that there was not much adjustment in the
price when the duty was suspended. And, mind you, we originall
said we were willing to get the duty suspended to see what happened.
In our view, not much has happened to the price of casein. But the
imports have gone up.

Senator Kerr. But the suspension of the duty left the price about
the samef

Mr. BurMEIsTER. Yes, sir.

Senator Kerr. So that the :(1)1‘11}' thing that has hngpened was the
American consumer of that product pays the price, but the foreign
producer got all of it, instead of our Government getting 23/ cents
of it in the form of a tariff?

Mr. BurmeisTer. That isabout it.

Senator KErr. And you are opposed to that ?

Mr. BuruzisTeR. No, sir; we are not opposed toit. We said we are
not either for or against this legislation. QOur position is that we are
not opposed to it, that is right.

Senator Kerr. Well, if the only thing that would happen by rea-
son of its enactment is that 234 cents a pound goes to a foreign pro-
ducer instead of the U.S. Treasury, why should you be so benevolent
about it?

Mr. BrrmrisTer. T am not sure that went to the foreign producer,
be'cause the price didn’t change very much, either one way or the
other.

Senator Krrr. Well, if it stayed as much after the import duty
was suspended as it was before, that would mean that the foreign
producer had to get that difference, or a broker, or a dealer here,
because if the manufacturer that used it was paying the same price
after the suspension of 234 cents a pound duty as he was paying be-
fore, it was, therefore, costing him as much, and the U.S. Government
was getting 234 cents less. Somebody was getting it.

Mr. BerMEeisTeR. I think that what happened was that the foreign
producer was able to market more product here at about the same
price.

Senator Krrr. But if he was enabled to ship more here—-

Mr. BervrisTer. He gained that much; yes, sir.

Senator Kerr. He still would have gained it, because the fellow
here was paying the same price?

Mr. BerMEISTER. Yes.

Senator Kerr. So that it wasn’t a reduction in price that brought
about an increase in impor*s, because the price to the consumer here,
you say, was the same. Now, if that is true, and your position is
right, then if we reimpose the duty, the price to our consumer would
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be the same. Then that foreign shipper, he would be just as well off.
And the American purchaser would be just as well off, and Uncle
Sam would be 234 cents a pound better off.

Mr. BurmEeisTer. I am sorry. I may have misled you on that price.

Senator Kerr. You didn’t mislend me. You may have misstated
the facts. .

Mr. BurMeisTer. The way this price is set up it is the price the
foreigner received that doesn’t change too much. The price that the
purchaser here did pay, because of the suspension of the duty, did
go down slightly, about almost the amount of the duty.

Senator Kerr. Well, then, this is a subsidy to the local manufac-
turer, isn’t it?

Mr. BurmEelsTER. It is a subsidy to the users; yes.

Senator Kerr. That is the manufacturer that buys it and uses it?

Mr. Beryeister. Yes. What he paid did go down.

Senator Kerr. Did the price to the ultimate consumer go down?

Mr. Burmeister. Well, I don’t know. That is pretty hard—I don’t
know what all these products go into.

Senator Kerr. I see one man shaking his head.

Mr. Sixes. That was a sign of not knowing, however. There are
many products involved, and I do not know what effect there has
been in the last few years since that tax went down, insofar as what
the user of the commodity had to pay.

Senator KErr. What commodity does it go into?

Mr. Sikes. Industrial uses—sizings.

Senator Kerr. Sizings?

Mr. BurMEIsTER. Paper sizing.

Senator Kerr. What isa paper sizing?

. Mr. Berymerster. That 1s a techneal question that I really don’t
now.

Senator BENNETT. May I answer that, Senator?

Senator Kerr. I would be glad if you could.

Senator BENNETT. Paper sizing—sizing is the commodity which
when added to Ipaper will give it a sinooth slick finish instead of a
rough finish. It fills up the pores of the paper, and gives it that
smooth finish,

Senator Kerr. Well, does that product go primarily into paper?

Senator BENNeTT. That is my understanding.

Senator Kerr. Would you furnish for the record the figures on
what the price of the product into which this casein goes is sold at
to the purchasing consumer over these years?

Mr. BorMeisTeER. That would be the paper products.

Senator Kerr. Well, put that into tEiS record so that we can see on
a chart if by suspending this tariff, the American consumer got his
product that much cheaper.
© Mr. BurmEsTeER. We will see what we can find out.

Senator Kerr. Are you curious about that {

Mr. BurMEeisTER. I am not sure we can find out what the price of
the paper product—the shift in the price is. I understand tﬁat you
have a paper manufacturer representative here to discuss this this
morning. I would say this much——

Senator Kerr. I am not casting any reflection on him. You are
a branch of the Government, appearing before this committee. I
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don’t know whether you know it or not, but there is an inherent
laziness in mei, that when they can ask somebody else to get some
information they want they have the tendency to do1t.

Mr, Burmeister, That wasn’t my intention at all, Senator. What
I was trying to say is that we in the Department of Agriculture deal
with agricultural products, and not paper products. You are going
beyond our field of knowledge when we get into the manufacture of
paper and the price of paper.

nator Kerr. I noticed you turned to that gentleman and asked
him a question awhile ago, without embarrassment. Now, I am sure
you have got alert, vigorous young fellows down there, and if you
told them you needed this information for the Finance Committee——

Mr. BurmeisTEr. We will try to find it out.

Senator Kerr. And put it into this record ¢

Mr. BURMEISTER. Yes, sir.

(The following was subsequently received for the record:)

The first question, raised by Senator Kerr, was {n rogard to the effect of
the abrogation of duty in 1937 upon the price of paper products. The only
information we have been able to obtain has been from the Industrial Materials
and Prices Section of the Cost of Living Division of the Labor Department.
A-grade book paper for magazines sold at $15.88 a hundred pounds in June
1957, before the duty was abrogated, and for the same price in December
1957, 3 months after the abrogation of the duty. The price today is $10.43 per
hundred pounds. No. 2 offset book paper sold in June and Decewmber 1957
at $106.22 per hundred pounds, and currently is quoted at $16.70 per hundred
pounds. A writing paper with 23-percent-rag content which brought $26.08 per
hundredweight in June 1957 commanded the prive of $26.73 in December 1807,
and currently costs $26.875 per hundred pounds.

Senator Kerr. Can you tell us the difference between edible and
nonedible casein{

Mr. HuMe. The difference principally between the edible and the
inedible, as we understand it, is the method of manufacture, and the
quality of the raw material,

Senator Kerr. Is there a difference in the tariff on the two?

Mr. Houxe. No, sir; not that we know of.

Senator Kerr. Could the bill before us be changed so as to apply
to nonedible casein only?

Mr. BurMmEisTER. Yes, sir, I think so.

Mr. Hoae. We might add, however, at the present time it is very
difficult to distinguish between edible and inedible product, as far
as the imports are concerned.

Senator Kerr. You mean the distinguishing characteristics are so
remote or indistinct that they can’t be, or because of the fact that it
is a chemical difference not discernible by casual inspection?

Mr. Huxe. Well, I mean principally that there are no records on
the imports at the present time which indicate the markings. They
are not readily identifiable from the markings on the packages.
Frequently, we understand that some of the imports may be edible,
which are used for inedible uses.

Mr. BorMEeisTER. Senator, I don’t want to speak for the Treasury
Department or customs, but it would be a problem for customs, to
determine—distinguish and set up the necessary requirements,

Senator Kerr. I don’t want to add any more problems to anybody
:lhat has got them. If I couldn’t eliminate some, I wouldn’t want to

o it.
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Thank you very much.

Senator Harrke. Let me ask you, sir, in regard to the last state-
ment that the Senator from Oklahoma asked you, about the edibles
and inedibles, as a practical matter, so-called inedible casein can be
used for edible purposes even after it is brought to this country,
can it not ¥

Mr. HoMEe. This is a technical question which other people can
answer better than I could. sir. But, as I understand 1t, inedible
casein can be reconverted to edible through a process, yes.

Senator HArTKE. So, really, if you are going to reduce this bill,
to make it only apply to inedible casein, you in effect eliminate the
bill entirely, isn’t that right—Dbecause it all can be used for that
purpose?

Mr. HoMe. Well, I would assume that you have taken into con-
sideration the cost of reconverting——

Senator HArRTKE. I have not t‘ien anything into consideration.

Mr. Hoye. Maybe I don’t understand your question, sir.

Senator HarTke. Well, you made the statement here just a few
minutes ago that it was hard to distinguish the edible casein from
the inedible casein. For the moment, even inedible casein, after
it ig imported, can be used and made into the edible variety, can it
not ¢

Mr. Houme. Through a process of reconversion, which would in-
volve some expense, 1 am sure,

Senator HARTEE. I am not saying anything about expense. But
I am saying it can be converted into the edible variety:.

Mr. HomEe. Yes, sir.

Senator HARTKE. So in effect, the inedible casein can be used for
edible purposes. And, therefore, it is in direct competition to domestic
milk produects, is it not

Mr. Hoae. That could be: yes, sir.

Senator HArRTkE. Not only could be; but it is, isn’t it ?

Mr. HuMEe. Tdon’t have the information that it actually is.

Senator HarTke. Don't you have a department down there that
deals with this?

Mr. Hume. No specifieally.

Senator HarTke. Do you have any research department in the
Department of Agriculture?

Mr. Hune, Yes, sir.

Senator HARTKE. Are any of those people here?

Mr. BursMrelsTER. Yes, sir.  Dr. Smith is here. But I am not sure
he works on that.

But let me say one word about the controls——

Senator HARTKE. Let me ask you this. Is Dr. Smith, who is the
exgert- on this, going to testify?

Mr. BorMErsTErR. He is the research man.

Senator HARTEE. And you feel what he testifies to will be the posi-
tion of the Department, is that right ¢

Mr. BurmeisTER. With respect to the technical problems: yves sir.

Senator HakTke. All right. That is fine.

Mr. BurMreisTER. Let me say one word, though, with respect to—
I know in some commodities we have set up classifications for edible
and inedible. YWhen a man brings these in, he has to make an assertion
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or an aftimation that he is going to use them only for inedible pur-
poses, beeause there are differences in duties applied on thesa products,

[ think that if this was set up—and I am just speaking now from
general observation with respeet to imports—

Senator [Lakeke. Does that have anything to do with this bill ¢

Mr. Burmeister. Noo But the question was brought up as to
whether or not——

Senator Keger. Tt could.

Mr. Burmeister, \s to whether or not there could be a separation
of edible and inedible.  And I think there could be mntmL- estab-
lished, if the inedible was free, and the edible was dutiable, that there
would ve a control on the usage of the product.

Senator Harrke. My understanding was, from your colleague here,
that it could not be distinguished.

Mr. Burmerer. Yes.  Buta man importing inedible casein would
have to make an assertion ov a statement to the Freasury Department
that he was going to use this only for inedible purposes.  Otherwise,
he wonld have to pay the duty.

Senator Kekr. Would the Senator yield?

Senator Harrke, Yes, sir.

Senatar Kegr, Is it possible that if the Department of Agriculture
has difficulty in distinguishing between the edible and nonedible
variety, the Seeretary of Health, Education, and Welfare could be
helpful to you in that matter?

Mr. Burmeister. Yes, he probably could.

Mr. Hume This is a further point.  There are no standavds that
1 know of in the Food and Drug Administration which would make
this distinetion between edible and inedible at this time.

Senator Kexr. Thank you.

Senator Harrke, Well, let me ask you. What is the estimate of the
Department of Agriculture as to the present time of the importation
of edible casein?

Mr. Bermasrer, T told about 5 million pounds.

Senator Harrke. But didn't the dairy records indicate that import-
able casein amounts to more nearly 30 million pounds?

Mr. Brrmeisrer, 1 wouldn't know about that, sir,

Mr. Heme At best, it is an estimate.

Senator ILarrke. Well, could it be 30 million {

Mr. Hueme 1 don’t know. I would doubt very much if it would
run to 30 million pounds.

Senator Hagrke, Would you doubt it would run to 25 million ?

Mr. Huwme, We are getting down in the area where I wouldn’t
Know,

Senator Harrke, Let me ask this. Let's go back bLasically to this
bill.  When this bill was tirst presented orviginally, what consideration
wis given to its competition with the soybean industry and the sub-
stitute and competitive products there?

Mr. Burmerster, Well, T don’t vecall. It was the Department’s
position at that time that we had no—we didn’t introduce the bill, but
we had no objections to its passage.

Senator Harrrke. What was your consideration given to it at that
time, concerning the sovbean
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Mr. Brrwvuster, We had some information from various industries
that the continued importation of casein would be helpful to this whole
protein problem.

Senator Harrke, And did you indicate any place in your report,
either to the Ways and Means CCommittee of the House, or the Ways
and Means Committee—I mean the Finance Committee of the Sen-
ate——

Mr. BurMmeister. No.

Senator Harrke. You didn’t this time, again, isn’t that right?

Mr. Burmerwster. In our ortginal letter.

Senator Hawrke. Was there any consultation with the people who
are charged with the soybean part of your Agriculture Department—
was there any consultation with them whatsoever, prior to the time
that your report was submitted to the Ways and Means Committee?

Mr. Buryrister. I don't recall.

Senator Harrke. Well, in fact, probably there was not, is that
right?

Mr. BurMmeister. Well, when the Department renders a report, it
wets a considerable review by all agencies of the Department, before
1t becomes a Department position.

Senator Harrke. The question of soybean protein was never con-
sidered, was it?

Mr. Burmrister. 1 recall there was some consideration of the devel-
opments in the soybean—soy protein at. that time. There was some
discussion of it all right.

Senator Harrke. There was some discussion of it ?

Mr. BuRMEISTER. Yes, sir.

Senator Harrke. With whom ¢

Mr. BurMmeister., In the Department of Agriculture.

Senator Harrke. With whom?

Mr. BurMmeistER. Amongst the different agencies.

Senator Harrke. With anybody whe is concerned with the sovbean

section ?

Mr. BurmEisTER. Yes, sir.

Senator Harrkr. There was.  Youdon't know who it was?

Mr. Burmeister. No, sir.

Senator Harrke. Would you be kind enough to furnish that for the
record !

Mr. Buraeister. We will try.

(The following was subsequently received for the record:)

A review of the record shows that the Commodity Stabilization Service, which

is concerned with all agricultural products under Government program, was a
party at all times as to the poxition that the Department of Agriculture took

on casein duty abrogation in 1957.

Senator Hartke. Now, what are the annual appropriations of Gov-
ernment funds for research to develop industrial uses for our agricul-
tural commodities?

: Mr. BurMEisTER. I don’t have that figure with me. I can get it
or you.

Senator Harrke. That is what is involved here, isn’t it? This is &
new use of an agricultural product

Mr. BurMEIsTER. Yes, sir.
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Senator ILarTke. What are the expenditures for soybean utiliza-
tion research? What are the amounts of the expenditures?

Mr. Buryrister. We will have to supply that for you.

(The following was cubsequently received for the record :)

The appropriations for all utilization research for agricultural commodities
in the Agricultural Research Service of the Department of Agriculture for fiscal
year 1960 is $16,116,700,

Senator Hartke. You don’t have that? You are making a sub-
stantial expenditure in this field, too, by the Department?

Mr. BurMEisTER. Yes, sir.

. Senator HartkE. And it wouldn’t be wrong to say this is close to
amillion dollars a year: is that right ?

Mr. BerMEIsTER. T haven't the slightest notion, sir.

Senator Hartke. What is the cost to the Government as a result of
the suspension of this tariff ?

Senator Krrr. Two and three-quarter cents a pound on 95 million
pounds. That is about $25 million a year.

Senator HARTKE. About 215 million, I think.

Senator Kerr. $21% million a year. That is a small item in the De-
partment of Agriculture.

Senator Hartke. I am inclined to agree with my distinguished
friend on that.

Now, you said that you consulted with the soybean section of the
Agriculture Department. Did they, in turn, notify anybody in the
soybean industry that they had been consulted upon this matter?

{r. Burseister. Ican’t answer that now.

Senator HarTke. You are familiar with the fact, are you not, that
the soybean business has increased tremendously in the United States?

Mr. BurMEISTER. Yes,sir.

Senator HARTKE. And that they have been able to do a pretty good
job of utilization of their products; have they not ?

Mr. BuryEeister. Yes.

Senatohr Hartke. How much do they have at the present time in
the Commodity Credity Corporation—of soybeans?

Mr. Sixes. Eight million bushels are actually in inventory.

Senator HArRTKE. If this soy protein were substituted for the im-
ported casein, about how many bushels of soybeans would that take?

Mr. Sikes. I think the actual importation of casein represents the
meal equivalent of about 9 million bushels.

Senator HARTKE. In other words, what this would do is completely
eliminate the surplus in the soybean industry; isn’t that right?

Mr. Sikrs. No, I don’t believe you can quite draw that conclusion,
because let’s say the 9 million bushels we are talking about is approxi-
mately what CCC has in inventory as of this gate, in actual in-
ventory. I don’t think that the manufacturer of the casein, however,
is in but one segment of the market. He is not in buying soybeans or
buying oil or even meal. I don’t believe it can be said had this 94
million pounds not come in, that the entire 9 million bushels in CCC
inventory would consequently have been used, because they are buying
meal. AsT understand it, it 1s the meal that they would be purchasing
to make the product, not the oil, and not the bean itself.

¢
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Senator Hartke. Well, I understood you to say that it takes about
9 million bushels of soybeans to make—to cover the amount of the
importation of casein.

Mr. Sikrs. It takes the meal from approximately 9 million bushels
of soybeans.

Senator Hartke. And you would have 8 million bushels in the CCC
at the present time?

Mr. Sikes. That is correct. It would take the meal from about the
equivalent of the beans we have in CCC inventory. And the market
for the raw product is in the meal market, as I understand it.

Senator HArRTKE. In other words, you don’t feel this would reduce
the surplus, then?

Mr. Sikes. I think we are hopeful this effort will expand, and we
are hopeful that the utilization can increase. I think it would—a new
use would make a contribution to the market. I don’t think it can
quite be made in terms of CCC surplus position.

Senator HarTkE. But you are in favor of expanded uses of agri-
cultural products; are you not ¢

Mr. Sikes. Yes, sir. 'We have spent, I think, at least a million
dollars, made reference to. : ' -

Senator HARTKE. A year?

Mr. Sikes. It might be more, I am not sure. I think that is well
spent. .

pgenator HarTkE. A million dollars a year is being spent in soybean
research is what you are talking about?

Mr. Sikkes. I believe it is certainly that much. It is well spent,
I believe.

Senator HarTke. All right. Now, then, as far as your statement
here by Mr. Morse that the two are not the perfect substitutes, which
is a conclusion—upon what facts is this conclusion based ?

Mr. Sikes. I think we had to, in our particular work there, in m
division, we relied on information that we received from the researc

up. As to substitutability, we were advised it was not completely
substitutable.

Senator HARTRE. Are you familiar with the fact that the U.S.
Patent Office Patent 269427, a paper quoting composition method,
which is under the name of Eugene A. Bennett, as assignor to the
Champion Paper & Fiber Co., in which they make the statement:

I have found that the soybean protein can be substituted for casein in quoting

compositions in the present invention with good resuits.

Mr. Sikes. I was not familiar with that. I am aware there is a
substitutability. We so stated in this letter we sent—that they are -
substitutable. But not, we w-re advised, completely.

Senator HARTKE. Ibeg your pardonf

Mr. Sikrs. We were advised 1t is not complete.

Senator HArTKE. What percentage is available for substitution ?

Mr. Sikes. I have no way of answering that.

Senator HARTRE. Pardon me?

Mr. Sikzs. I don’t know how to answer that—to what extent.

Senator HARTKE. Is there, to your knowledge, any duty imposed by
foreign countries on the imports from the United States, or the ex-
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ports from the United States, depending how you look at it, upon soy
protein ¢

Mr. Sixes. Yes, sir.  ‘There are many countries, varied in range—
in many countries there are import duties. Some on the protein, yes.

Senator Harrkr. Do you know what the average or the approxi-
mate amount of that it?

Mr. Sixes. No; I donot. T think we can determine that. It runs
fairly high in a few countries, I know.

Senator HarTke. It runs about 20, 25 percent; is that right ?

Mr. Sikes. 20 percent was the figure I had in mind.

Senator HarTke. United Kingdom countries ?

Mr. Sikes. Ibelieve that is 20 percent.

Senator Kerr. Would the Senator yield?

Senator HARTKE. Yes,, 8ir.

Senntor Kerr. Doesn’t over half of the imports coming into this
country have casein coming from Argentina?

Mr. Sixes. About 50 percent; yes, sir.

Senator Kerr. Isn’t there an 1import duty on this soybean product,
40 to 50 percent?

Mr. Sikes. I don’t know. I thought on what you might call the
compall'able product it was probably less than that, but still sub-
stantial.

Senator Kerr, Would you check that and put the accurate figure
into the record? '

Mr. Sikes. All right, sir.

Senator HArTKE. Now, what is the import duty in regard to—ac-
cording to the latest figures I have of October 1959—in the second
largest country which supplies imported casein; namely, Poland?

Mr. Sikes. 1 would have to checkit. I don’t know.

(The followir 2 was subsequently received for the record:)

I am advised that Poland, a supplier of casein to this country, has no duty on
their imports of soya meal or soya protein, The duty Argentina would place
on soyi flour and soya protein, the Department of Commerce advised us, would
be 45 percent, the same as the duty now exacted on soybean menl.

S:nator Harrke. This is an Iron Curtain country, so to speak, is it
not ' .

Mr. BurMEISTER. A satellite country.

Senator HArRTKE. Isthat right?

Mr. BurMristeR. I would judge that they don’t have a duty. I
would judge they have an outright restriction. .

Senator Harrke. But they are the second largest in October of 1959,
and are increasing their amounts of exportation of casein to the United
S.ta]:e:; rapidly, and have reached a place where they are second; is that
right

Mr. Burmrister. We would have to check that.

Mr. Hume. I have the figures on an annual basis. They are increas-
ing very fast. Ithink you are correct.

Senator HARTKE. What are your latest figurest '

Mr., Husmr. The preliminary figure for 1959 would indicate that
Poland supplied the United States 8,976,000 pounds of casein.

Senator Kerr. The later part of the year was much heavier than the
first part of the year, wasn’t it ?

Mr. HeMe. Yes, sir.  But I don’t have the monthly figures.
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Senator Kenr, I think there were other countries that imported
more for the total year than that?

My, Huse, That is correct.

Senator Kerr. But you think at the end of the year the rate of
imports probably had gone up to where ’oland was maybe second in
the picture, but not. for the whole period, I believe?

r. Hume. It is up-—their imports of record, according to our:
figures, from Poland, began in 1958, when they imported about
7,500,000 pounds. This would indicate an increase of about a million
and a half pounds in a year,

Senator Kerr. I think both New Zealand and Australia imported
more than that last year?

Mr. Hume. You are correct, sir.

Senator ITartke. For the benefit of the members of the Depart-
ment, I tried to obtain thig information yesterday in the Department
of Commerce. They, in turn, referred nie ever to the Polish Embassy.

Senator Harripe They said also that it fluctunted from day to duy
so.m.ucha, it wap-impossible to give a concrete answer. Is that your
opinion? 4 L. )

Mr. Burykister. On the imparts from Poland ¢ \,

Senatop HARTKE. ‘l&as . J \

Mr. BpryeisTer. . We getithe imports monthly.

Senator Harrge. I am not talking about thé nmmount. i‘ am talking
about the amount of duty of the impotting—— .

Mr.; BurmEelster. Yes. | J don’t think they have a duty. They im-
port, or permit the imPorts, whenever they decided that they want to
permit it. If they don’t give a permit, there is none imported

Senator HARTKE. Is sqy protein pn any of the réciprocal trade lists{

Mr, Burmerstir. Not unless it is in & basket clause of somg kind.

Senator Kerr, What kind of clause? ' -~ . .

Mr. BormrisTer. A basket clause, where yoil have a whole group
of products, C ST /

Senator Kerr. I misunderstood you. ,

Senator HArTkE. In other words, what we are doing, we are sup-
porting the price of milk to help the foreiﬁnels so they can import—
export casein to the United States? At the same time we are being
penalized and prohibited from sending our soy protein over to their
countries by restrictive tariffs. And we are aiding in all of this by
taking the money out.of the Treasury to the extent of about $2 million
in lost revenue, which you say would have no effect whatsoever evi- .
dently upon the price—to the extent that we are putting about a mil-
lion dollars & year annually into the experimental use and develop-
ment of soybeans. The net result of which, we have about 8 million
bushels in the Commodity Credit Corporatjon, and at the same time,
we are doing the best we can to help Mr. Khrushchev overcome us
economically in this competition by helping the country of Poland.
And you think this is good for the [Tnited States? :

Senator Kerr. Now, on the advice of counsel, you are not compelled
to answer. ' : :

Senator HArrxe. I have no further questions, Mr. Chairman.

Mr. BormeisTeR. I was going to say I didn’t think I was qualified
to answer that question. ‘

The CHAIRMAN. Thank you, Mr. Burmeister.
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- Senator Harrke. Mr. Chairman, one more question. Are you fa-
miliar with Senate bill 690, or the bill which was substituted for it in
the House, which deals generally with providing aid for increased use
of agricultural products for industrial purposes?

Mr. Burmerster. I am not familiar with the details. I am only
familiar that it is a bill, and it is to expand research and utilization of

agricultural products.
Senator Hartke. Is the Department generally in favor of such

legislation {
{r. Burmelster. I believe they are in favor of one of those bills;

yes, sir. I have forgotten which one, though.

Senator Hartke. All ri{;ht, thank you, sir.
The CuairmManN. All right. The next witness is Mr. Kaplowitz, U.S.

Tariff Commission.

STATEMENT OF PAUL KAPLOWITZ, US. TARIFF COMMISSION:
ACCOMPANIED BY JOSEPH S. NICHOLSON, COMMODITY INDUSTRY
ANALYST, U.S. TARIFF COMMISSION; AND THOMAS J. SCOIT
ASSISTANT CHIEF, CHEMICAL DIVISION, U.S. TARIFF COMMISSION

Mr. Karrowitz, Mr. Chairman, we weve asked to appear here today.
‘We have no prepared statement. We reported to your committee on
this bill in August. We also wrote a letter in response to a letter from
you in February 1960. T have Mr. Tom Scott, and Mr. Joseph
Nicholson, our commodity experts, to answer any questions which tlhe

commiittee may have.
The Cuamyan. Does the committee desire the letter recorded of

February 8,19602 Perhaps you may read the letter.
Mr. Karrowirz. February 87

I have your letter of February 1 asking for information relutive to competi-
tion between imported casein and domestically produced isolated soybean pro-
tein in nonedible uses.

Although casein and isoluted soybean protein for nonedible use differ In nature
and structure, they are so similar in appearance and working qualities that they
can be used interchangeably in certain uses. It is reported that isolated soy-
bean protein has displaced casein almost completely in the production of glues
used in the manufacture of plywood, that it has displaced cusein to a large ex-
tent in coating wallpaper and to a lesser extent in conting other papers, and that
it has largely displaced casein in the manufacture of waterproof paints. It is
also known, however, that synthetic rexins and synthetic latex have, to a certain
extent, displaced both casein and isolated soybean protein both in the above uses
and in other uses.

Being interchangeable in use, it is probable that displacement of casein by
isolated soybean protein was determined in large part by the fact, as shown in
the attached table, that soya protein frequently was quoted at lower prices than
casein. Contributing to this price differential, and offsetting a 2%-cent decline
in the quoted price of imported casein immediately following the effective date
of transferring casein from the dutiable list to the free list, a new process for
manufacturing isolated soybean protein was perfected in 1958 which enabled
the material to be quoted at 4 cents per pound lower than material made by the
old process. It is understood that both the old and the new processes are cur-
rently employed and, occassionally, that protein made by the old process is
quoted at the same price as that made by the new process.

Official statistics on domestic production of isolated soybean protein are not
avallable; but it is reported in the trade literature that production approxi-
mated 20 million pounds as early as 1951 when imports of casein amounted to
43.6 million pounds, and it is estimated by an official of the Soybean Processors
Association that between 42 and 48 million pounds were produced in 1959 when
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94 million pounds of casein were imported. Despite the increase in {mports of
casein subsequent to its having been placed on the free list, the ratio of pro-
duction of isolated soybean protein to imports of casein appears to have ins
creased (from 46 percent in 1051 to 48 percent in 19359), rather than to hiave de-
creased. Moreover, it is estimated that the domestic production of sodium,
potassium, and caleium caseinates, and of casein hydrolysates—in large measure
from imported casein because himports account for 98 percent of apparent do-
mestic consumption—-may remove at least 10 million pounds of casein from
competition with isolated soybean protein in 1960.

If we can be of further service, kindly advise us.

- Sincerely yours,

Joseriul E. TaLsor, Chairman.

The CriairMaN. Thank you: are there any questions?

Senator Harrke. Mr. Chairman, isn’t it true that some of the
competitive items of casein resulted from the fact that isolated soya
srotein was used in new items, and then the casein came in after they
}md developed the new process?

Mr. Nicnowson. I have seen that on brochures submitted by the
Central Soya Co.

Senator Harrke. That is right. In regard particularly to wash-
able wallpaper. They developed this item for washable wallpapers,
and after it was developed with soy protein, the casein moved in to
take over their business.

Mvr. Nicuorson. That was the first time that I knew that.

Senator Harrkre. And also this was true in water-based latex paints;
isn’t that right ?

Mzr. Nicnorson. That statement I think is in the same brochure.

Senator Harrke. In other words, they have been doing the experi-
mentation, and then the casein comes in and takes over the business.

Mr. NicnorsoN. That is in their brochure. That is the first time
I had known or seen it.

Senator HArTKE. You have no reason to doubt but what that is
true; do you?

Mr. Nicuorson. I have no reason to doubt, because I don't know.

Senator Hartke. Are you familiar with what the duty is, if any,
from Poland, on the American soy protein$

Mr. Karrowrrz., Polish duty?  No, I don’t have that information.

Senator HarTkE. Thank you. That is all I have. :

The Cnamyman. Thank you very much.

The next witness is Mr. Phillip 8. Blickensderfer, Champion Paper
& Fibre Co., accompanied by William P. Taylor.

Take a seat, Mr. Blickensderfer, and you may proceed.

STATEMENT OF PHILLIP S. BLICKENSDERFER, DIRECTOR OF
PROCESS CONTROLS, CHAMPION PAPER & FIBRE CO., ACCOM-
PANIED BY WILLIAM P. TAYLOR, ASSISTANT DIRECTOR OF
RESEARCH AND DEVELOPMENT, AND G. A. JACKSON, DIRECTOR
OF PURCHASING

Mr. BLickENsDERFER. Mr. Chairman, my name is Phillip S. Blick-
ensderfer. Iam appearing before you today in support of the proposal
So extend the suspension of the import duty on casein for an additional
3 years.

I am employed by the Champion Paper & Fibre Co. whose principat
offices are located at Hamilton, Ohio. = My title is director of process
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controls. Iu this capacity 1 am respousible for the supervision of all
the Champion’s technical activities that are earried out at our thres
manufacturing divisions,

I obtained a bachelor of arts degree in chemistry from the Univer-
sity of Wisconsin. 1 have performed technical work in research and
in production during more than 22 years of employment at Champion.

The statements I am (o make represent Champion’s experience with
isolated soya protein versus easein as paper conting adhesives. ‘These
technical statements are supported by the experiences of the 8. 1), War-
ren Co. and the Mead Corp,, who, with us, represent three of the largest
users of soya protein nmi casein as industrinl adhesives for the pro-
duction of high grade coated printing papers.

If you wish verification of these statements, representatives of these
companies are present here this morning.

Representing the S. D. Warren Co. are Dr. Joseph J. Thomas, asso-
ciate director of research and Charles A. Gooding, assistant manager
of purchasing,

Representing the Mead Corp. is Mr, George K. Brombacher, Jr., di-
rector of corporate purchasing.

Representing the Champion Paper & Fibre Co., in addition to my-
solf, are: Mr. G. . Jackson, director of purchasing, and Mr. W. P,
Taylor, assistant director of research and development.

We believe that other paper companies who use coating adhesives
also would concur with us in our views,

Please feel free to interrupt me at. any time. The representatives
of the aforementioned companies and I are anxious to clarify our
statements.  Wo shall be glad to answer, to the best of our abilities,
any questions you may have.

would like to leave with the committee an illustration of Cham-
pion’s and S. D. Warren's coated paper for your possible interest and
mspection.

('The following was subsequently received for the record:)

Mr. Blickensderfer submitted for the committee’s files, as an example of the
contedd and cast-conted papers of which casein is an essentinl ingredient, a
brochure published by Champlon entitled: “View 1: The War We Are In.”
The text of this special publication desceribes the political and economic threat
of the worldwide Communist regime, and the steps which must be taken to

defeat it.

The Champion Paper & Fibre Co. has been manufacturing printing
papers for 67 years. Today it is one of the leading manufacturers of
fine printing papers in the United States.

Champion operates pulp and papar mills in Canton, N.C., and at
Pasadena, Tex.; also two paper mills at Hamilton, Ohio. Our com-
pany employs approximately 11,000 people, has an annual payroll of
approximately ;F'm million, and has a gross sales of approximately

$190 million annually.
The paper industry uses over 60 percent of all the nonedible casein

imported into this country. Nearly all of this casein is used in the
manufacture of coated paper. As one of the lending manufacturers
of hlgh-(&l)mllty conted paper, Champion is one of the largest users

of nonedible casein, )
The paper and allied products industry has a total annual sales of

about $10.5 billion. Of this, coated paper sales amount to about $500

'
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million annually. Casein plays a vital and integral role in this
industry.

The selection of a coating adhesive is a_complicated matter. The
best adhesive is one that gives the most favorable balance between
product quality, manufacturing cost, and runability, using available
equipment and know-how. I would like to elaborate on this point:

KEach grade of paper—and there are many grades—represents a
combination of properties which has been arrived at by years of
exporimentation and evaluation. To change a single grade, as a rule,
will involve thousands of dollars and might require months, if not
years, for acceptance by our customers. )

Soya protein is an effective and satisfactory adhesive for some grades
of coated paper. During the past several years Champion has made
a conom*tes effort to utilize soya protein as an adhesive in our Pnper
woduction; for example, we purchased approximately one-half mil-

ion dollars’ worth of soya protein in 1959 and incurred great expense

in attempting to adapt it to our manufacturing processes.  Further-
more, as In the past, our research and production people are continuing
to work closely with the soya protein manufacturers.

Iowever, soya protein usage 11'})roscnts only a fraction of our total
coating adhesive requirements. The majority of our demand is filled
by casein, starch, and latex. As in the case of soya rrotein, our usage
of casein, starch, and Iatex represents our best efforts to select the
most satisfactory adhesive for the particular requirements to be met.

Wo use Inrge quantities of casein for those grades of paper that
require the highest printing quality, the best degree of water proofness,
and those that require a variety of critical properties which must
be adjusted in the proper overall balance.

These papers include machine coated, off-machine coated, and cast
counted grades used for exceptionally fine letterpress, offset, and roto-
gravure printing. We emphasize that, in many cases we have been
unable to use soya protein to obtain the required properties for these
high quality grades under satisfactory manufacturing conditions, in
spite of our best efforts and with support from soya protein manu-
facturers, and their technical representatives. We stress that soya
protein is not a satisfactory replacement for casein in the majority of
our coated paper grades.

We find that the principal deficiencies in soya protein which
prevent it from being a satisfactory replacement for casein are—

1. Unsatisfactory waterproofness, including wet rub resistance.

2. Inferior printing quality, especially in ﬁthogrnphic arades.

3. Difficulties in operating variables on conventional coating
equipment.

In support of this statement, when the duty on imported casein was
in effect, we were unable to substitute any substantial amount of soya
protein for casein in our coating operations. When the duty was
removed in 1957, we did not dimmis‘t our purchases of soya protein
nor did we relax our efforts to find ways to use it.

We believe it is to our best interests to secure a satisfactory substitute
for casein, l{:"‘ﬁ(‘“]“rl)’ one of domestic origin.

Such a substitute would give us an alternative raw material that
would require less inventories. A\s previously stated, we have invested

88758—60——38
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much time and energy in research on soya protein.  Also, we have
spent many thousands of dollars in running mill trials.

We are continuing these efforts today. DPerhaps in the future the
paper industry and the soya protein industry, working cooperatively,
might be able to obtain this result with soya protein. Until that
happens, however, we must continue to use casein as our principal
coating adhesive.

Since our use of casein is based on its unique properties, and since
our products, our processes and our equipment require the use of this
material, we do nol anticipate inereasing the ratio of soya protein to
casein in the immediate future even if a tariff were to be reimposed
upon casein,

The net effect of such a tarifl merely would be to increase our costs
of manufacture but not. to increase our usage of soya protein,

In summary. we contend that as in the past, the interests of both the

aper industry and the soya manufacturers would be served best by
inproving soya protein through research and development. We be-
lieve that neither the paper industry nor the soya protein manufac-
turers would benefit by a tariff on imported casein.

Beeause of the foregoing reasons, we wholeheartedly support and
urge the adoption of proposed legislation to continue the suspension of
the import duty on casein for an additional 3 years.

Thank you.

The Cnamyan. What arve your total purchases of casein?

My, Buexespereer, In easein? I would like, My, Chairman, to
refer that question to our director of purchasing, Mr. Jackson, if you
would so permit.

Mr. Jackson. Mr. Chairman, in the paper manufacturing industry,
the relative usage of these adhesives has been held by all of us as a
trade seeret,

The Cramsman. A trade secret how much?

Mr, JacksoN. Yes, sir: we have not given that information. I
would like to——

The Cuamryan. In other words, what I am getting at, what is the
![)‘mw'nmg_re of your soya protein as compared to casein that you use.

hat isseparated, isn’t it ?

Mr. BrickeNsperrer. Well, I would say that this depends to a con-
siderable extent. on the particular product mentioned at the time.
And speaking for our own company, we might use as much as 10 to
15 pereent soya protein of our total adhesive demands, if we found
that that particular adhesive was satisfactory, and in many cases we
have said it is.

The Cuamyan. In other words, of casein, you would use 80 to
85 percent ?

Mr. Jackson. Yes. And our past usage would not reflect a true
usage, beeause much of it has been done in research and experimen-
tation, Mr. Chairman.

The Cuamrman. ITave you got knowledge of how the imports are
separated as between soya protein and casein? Is it all under one
head?

Senator BENNeTT. We don’t import the soya protein. That is
made in this country.

The CHamrMAN. All the imports are casein
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Mr. Jackson. Yes,sir.

Mr. Bricksensperrer., I might mention that in our company we
are quite selective in the type of imported casein that we want to buy.
Wo can specify what company we buy it from, because there are
slightly difierent properties in different supplies.

‘he CuairMan. You are using soya protein wherever you cant

Mr. BLICKENSDERFER. Y es, Sir.

The Cuamrman. It is 2 or 3 cents more costly, isn’t it? The cost
1s o little more than the casein ¢

Mr. JacksoN. That market fluctuates from time to time. At times
they are somewhat comparable. In the recent past soya protein in
some instances has been higher.

Mr. Buickenspereer. Perhaps this would be helpful, Mr. Chair-
man,

Weo in manufacturing try to supply a product to satisfy a customer.
And we try to do this at the lowest possible price. And we try in
every way we can to meet his demands,

The Cnairman. The finishing of the paper in this pamphlet here,
would this be with soya protein or cnsein%

Mr. Brickensperrer. That is predominately casein coating.

The CitamryaN. Do you mix the two together?

Mr. Brickensperrer. Well, again, if we find we can meet the re-

uirements, and if there is an economic advantage, either to us or to
the customer, we do so. We are saying that our best efforts have
not. permitted us to do this yet to any great extent. DPossibly it
would be helpful to the comniittee if we would ask Dr. Thomas, of
the S. . Warren Co., if he would like to comment, reflecting the
viewpoint of a different company that you could compare with our
company.

3 Tho g,xmmuAN. You look forward to an increase in soya protein,

o you?

I\)ir. BrickenspErrer. We look for an increase—

The CHamrMAN. Percentagewise?

Mr. BrickeNapekrerR. We would be anxious to use an improved
product, especially if it is one that would be economic as well.

The CalRMAN. Senator Hartke?

Senator Hartke. Yes, Mr. Chairman.

Where do you import your casein from?

Mr. JacksoN. Principally Argentina. Some of our imports have
come from Poland.

Senator ITarrxke. How much from Poland?

Mr. JacksoN. A small amount— a very small amount.

Senator Harrke. Do you believe it is to your advantage to do busi-
ness with Poland {

S Mr. JacksoN. That has been more or less an experimental process,
enator.

Senator HARTKE. In what relation ?

Mr. JacksoN. We have not bought any big quantities of Polish
casein.

Senator HarTkE. What relation to experimental? Type of it, or
what do you mean ¢

Mr. BuickeNsDERFER. May I answer that, Mr. Chairman ¢

We find that there are shight differences in casein, depending npon
the country it which it is produced, because in fact the methods of



32 EXTENSION OF SUSPENSION OF DUTY ON IMPORTS OF CASEIN

production areslightly different between different countries. It would
not be to our company’s best interests if we didn’t explore all the possi-
- bilities to arrive at the very best product for our end product, and for
our customers. And so knowing this, we will use experimentally
caseins from various countries—France, Poland, New Zealand, and
the Argentine, and so on.
_ Senator HarTkEe. You are the biggest users in the business of casein;
is that right?

Mr. BrickEnspERFER. We are one of the largest users in the coated
pager industry.

- Senator HARTKE. On this amount that is coming in from Poland,
do you feel you are the biggest users of the importation from Poland?

Mr. JacksoN. No, sir.

Senator HArTrE. Who ist

Mr. Jackson. 1 don’t have any idea.

Senator HARTKE. Do you have the figures there?

Mr. BLICKENSDERFER. No.

Senator Harrke. But you believe if the Polish casein proved to be
economically advantageous to you, and it had the proper qualities for
dpilngg so, that it would be to your best interests to use it; isn’t that
right

r. BLickENsSpDERFER. On the face of it, the answer, of course, would
be yes, because our long-range interests are much broader, possibly,
than our immediate interests. You see, our big interest is to stay in
business, and to give our customers the very best product that we can
possibly give them at the lowest possible cost. Our customers, of
ct;urse, iu'e all over the United States and represent a large number
o le.

naIL‘tor HarTke. And because of the differential of cost between
imported casein—soya protein and imported casein, it is to your ad-
vantage to continue to import casein; isn’t that right ?

Mr. BLICKENSDERFER. g’oes But first, because of quality, sir. We
have to make a product that is acceptai)le or we can’t sell it. Then
our next ﬁroblem is to make it at a profit. Would you care to com-
ment on that, Mr. Taylor?

Ltge;mbor HarTke. Have you ever heard of the Alliance Paper Mills,

Mr. BLICKENSDERFER. Yes.

Senator HARTKE. Are they considered a reputable outfit?

Mr. BLiCKENSDERFER. By all means.

Senator HArTKE. Are you familiar with the fact that Canada just
recently imposed a 25-percent duty on soya protein ¢

Mr. BrickeNsperreR. I have been led to so believe ; yes. .

Senator HarTEE. And, as a result of that, they have had to dis-

‘cgnlt‘ir;ue the use of protein and go back to using casein; isn’t that
right

%\Ir. BrickeNspERFER. I know that the import duty has been im-
posed. Iam not familiar with the results.

Senator Hartre. But you do believe that price is one of the pre-
dominant factors in——

Mr. Jackson. May I—

Senator HarTke. Now, wait a minute. You do believe that price
is one of the predominant factors in which country you should import
your casein from; isn’t that right ¢ '
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Mr. BrickENspErrER. I would like to put it this way. In any
manufacturing process, costs of manufacture, of course, are excep-
tionally important. But the way we normally work is that we try
to start out with an acceptable dproduct, and then we try to get the
lowest possible cost for it. And since removal of the duty in 1957,
as we pointed out, we have used more soya protein than any previous
time. But that has been primarily, first, that we could work it in,
as we indicated in our presentation, and that to that extent we have
been able to use it.

Senator HarTke. And in the event that an item which was of a
substantive quality came from Argentina and Poland, and the price
advantage would be to buy from Poland, it would be to your best in-
terests to purchase from Poland ; would it not?

Mr. BrickENspERFER. Only if we felt that the quality——

Senator Harree. That is what I said. And you believe in this
type of thing very deeply, do you not, in order to maintain your
business economically ¢

Mr. BrickenspErreER. Well, we are in a competitive business, and
we try to do the best we can, taking everything into consideration.

Senator Harrge. And that means doing business with the Com-
munist countries; doesn’t it §

Mr. BrickeENsperrer. Well, before purchasing casein, if there are
restrictions imposed by the Government——

Senator HARTKE. I am not talking about restrictions now. I am
talking about basic Ehilosophy. In other words, this is what you
believe ; isn’t that right?

Mr. JacksoN. We are buying caseins that are much more expensive
than soya bean proteins.

Senator HARTKE. I am not talking about soya proteins at all. I
am talking about casein which you would buy from Argentina, which
is a bigger supplier than Poland. If the price is better from Poland
you would buy 1t there.

Mr. JacksoN. Senator, if you are implying we are unAmerican in
our activities, we deny that, certainly.

Senator HArTERE. Well, the reason I ask that question, you put
out this big brochure here, and you put this big picture of Mr. Khru-
shchev saying, “We value trade least for economic reasons and most
for political purposes.” And it appears you are evidently going to
contribute to this while give lip service to the contrary view.

Mr. BLickensperrer. No, sir, I don’t think that is the way we see
that at all, sir,

(The brochure referred to was submitted as exhibits of Champion’s
and S. D. Warren’s coated paper. The text was considered irrelevent.
See p. 28 for description of brochure.)

Senator HarTkE. And in this brochure you gave to us you quote
from the Communist Economic Strategy National Planning Associa-
tion of 1959, on page 16, in which it says, and I quote, “On the other
hand, agricultural production in thhe U.S.S.R. is already two-thirds
of America’s, and may well surpass it by 1965, the more so as the
problem in the United States is the restriction rather than the stimula-
tion of farm output.”

Mr. BrickEnsperrer, We did not necessarily quote that. That is a
quotation which we printed for the American people to understand.
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Senator HarTke. For the American people to understand?

Mr. Brickensperrer, That is right, sir.

Senator Harrkre. And what we are doing here is doing business
with Poland, with these very people, to the detriment of our soybean
people in the United States, are we not ?

Mr. BrickensperreR, No, sir, I wouldn't say that, sir; not to the
detriment.

Senator Bexxerr. Mr. Chairman, may I ask a question or two?

Do you require a variety of caseins in the whole range of your
manufacturing program-—caseins with a variety of characteristics?

Mr. BrickenspeErrer, Bill, would you care to answer that?

Mr. Tayror. I am William P. Taylor, assistant director of research
and development.

“Require” is perhaps too strong a word. We prefer to have a va-
riety of caseins available. Some of them, such as New Zealand
casein, have different properties from other caseins, like the casein
from the Argentine, and we feel there is an advantage in using one
rather than another under certain circumstances. They are essen-
tially interchangeable, though. We do not find the enormous differ-
ence between different grades of casein that we find between casein
and soy protein under some conditions.

Senator BENNETT. I used to be in the paint manufacturing busi-
ness, and we called them formulas. Your manufacturing formulas
are written up so that if in a given formula New Zealand casein is
available, you put New Zealand casein there, regardless of the price
on Argentine casein.

Mr. Buickensperrer. That is right, sir.

Senator BENNETT. So there are differences in the characteristics of
these caseins.

Mr. BLickeNsperreR. That is correct.

Senator CarrsoN. Now, I assume from what you said earlier that
there are also differences in the characteristics of soya protein. Are
there different characteristics between soya proteins from different
sources ?

Mr. BLickeNsDERFER. By all means, sir.

Senator BExNETT. So the idea that you can say that casein is just
one homogenous product, and soya protein is another homogenous
product, and you can substitute back and forth freely on a basis of
price, is not a very sound idea?

Mr. Buickensperrer. That is correct, Senator.

Senator BExxerr. If you were deprived today of any foreign
casein, and found yourself faced with the responsibility to change over
completely to soya protein, what kind of a problem would you face?

Mr. TayLor. f't would be an enormous problem, Senator. We would
not change completely to soya protein, because we could not. It is
completely unsuitable for use in some of our grades. We would ini-
tiate yn expepsive research program to use some synthetic products
whick are no# a replacement for both soya protein and casein, and
which we are now using to some extent.

Senator BENNETT. Then the problem is not entirely a competition
between cagein and soya protein. They are just two of a variety of
coating products you have av?ﬂnble.

. Mr. Btickengperrek. That is correct, sir.

’
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Senator BENNETT. And price is not the only basis on which you
make your choice? There are product characteristics ?

Mr. BLickensperrer. That 1s right.

Senator BENNETT. Which led you to make your choice?

Mr. BLICKENSDERFER. Yes, sir.

Senator BENNETT. If soya protein were available, and you could be
sure that you had a price advantage in soya protein over any casein—
how greatly would that change your current manufacturing process?

Mr. Buickensperver. Well, it would certainly encourage us to find
ways of using it, because of the obvious economic benefit.

enator BENNETT. But you wouldn’t be able to change it over
completely ¢

Mr. Brickensperrer. No, not as we understand it now, sir.

Senator BeNNETT. You might turn to the other substitutes.

Mr. BLICKENSDERFER. Yes, sir.

Senator BENNErT. Is it fair to say, as I have listened to this discus-
sion, that your experience, the experience of the industry, hoth yours
and that of the manufacturers of isolated soya protein, is probably
less in extent than your experience with caseins? Is this a more
naturally untried product than casein?

Mr. Tavror. You are correct, for this reason, that it has been im-
proved very rapidly in recent years. The earlier products which we
got about 1942 were entirely unsuitable for any use, in any of our
products. By virtue of research which has been done in the soya pro-
tein business, there are now grades of soya protein which are suitable
for some grades of coated paper. It is not yet a complete replacement.
If we continue the research activities at the present rate, we have
hopes there will be some high grade and interesting products avail-
able in the next 5 or 10 years.

Mr. Buickensperrer. That is why we concluded by saying we en-
courage the research effort by the soya people and are participating
in it.

Senator BENNETT. Can you give me or give the committee any idea
of the area of “substitutability,” I think somebody used that word,
now, as between casein and soya protein, if you were free to make
your choice—over what proportion of your production could you re-
place casein with soya protein, without damaging your product?

Mr. Brickensperrer. Well, the figure we gave you represents the
maximum.

You see, our position is this. We manufacture very high quality
printing papers for offset printing, or cast coated paper, such as the
cover on this brochure we presented. At the present time we require
the use of casein. We cannot satisfactorily produce that quality with
soya protein yet. And therefore that is just an example. Therefore,
I would say maybe i to 10 percent maximum, depending upon our par-
ticular product mix.

Senator BENNETT. Well, that is the kind of picture I wanted to get.
We are being given the impression that you can substitute soya pro-
tein completely for casein.

Mr. Buickensperrer. This is not true,

Senator BENNETT. That has been botheringme. You say it is prob-
ably 5 to 10 percent ¢
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Mr. BrickeNsperrEr. We don’t doubt that some companies have a
higher percentage than that. We are only speaking from our own
experience.

enator BENNETT. And if you found yourself in a situation where
you were literally forced to make a substitution, it would probably
result in a change of the quality of your paper?

Mr. Buickensperrer. That 1s right.

Senator BeNNerT. Or it might require you to draw a paper and

subsitute one ¢

Mr. BrickensberreR. That is right.

Senator BENNETT. So they are not completely interchangeable?

Mr. BLICKENSDERFER. Absolutely not.

Senator BENNerT. Thank you, Mr. Chairman.

The CrairyaN. Is there any tariff on soybean protein? I under-
stand it would not be profitable to import it. But should it be offered
by an importer, is there a tariff on it ?

Mr. Jackson. Idon’t know, sir.

Senator BenNETT. Is the Tariff Commission man here?

Mr. Scort. We called the Customs Bureau, who have to sa;” on that,

and they didn’t know.
The Cramman. I would like somebody to furnish that for the

record.
(The following was subsequently received for the record :)

U.8. Tariry CoMMISSION,
April 1, 1960,
Hon. Harey F. Byrp,
Ohairman, Committee on Finance,
U.8. Benate.

DxaAR SENATOR BYRDp: During the hearings on H.R. 7456, a bill to continue the
present suspension of the duty on imports of casein, you asked the Tariff Com-
mission representatives present at the hearing to supply the Senate Finance
Committee with information as to the present duty on imports of “isolated
soybean protein.”

As there have been no imports of ‘“isolated soybean protein” the Bureau of
Customs has not made an official ruling as to the tariff classification of this
product. We have discussed this matter informally with certain members of
the staff of the Customs Bureau. They believe that imports of “isolated soy-
bean protein” would be classifiable as 8 nonenumerated manufactured article
under paragraph 1558 of the Tariff Act of 1930, as modified, if the duty on casein
is suspended. In such a case the duty would appear to be at the rate of 20 per-
cent ad valorem if the product is edible, or at a rate of 10 percent if inedible.
However, during any period when the duty on casein is not suspended, they
believe that “isolated soybean protein” would be dutiable by virtue of the
similitude clause in paragraph 1559 of the Tariff Act of 1930, as amended, at the
rate applicable to casein, i.e., 2.2 cents per pound if a product of Cuba or 23}
cents per pound if a product of any other country not of the Soviet bloc.

It we can be of further service in this matter, please advise us.

Sincerely yours,
J. ALEN OVERTON, JR,
Acting Chairman.

Senator HARTEE. Mr. Chairman, in other words, though, the mere
fact that the tariff on this is not suspended would not keep you from
ixnforting casein ; would it?

fr. Tavror. Your question, as I understand it, was does the tariff

affect our usage of casein ¢

Senator HARTKE. Read the question.

(The question was read by the reporter.)
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Mr. Tavror. I should like to emphasize as strongly as possible the
very small part that the tariff has played in our choice of adhesives.
During the 3 years that there has been no tariff whatsoever, we have
used more soya protein than in the entire history of the company
before that time.

On the other hand, before then, when the tariff was in effect, it did
not cause us to decrease our uses of protein. Our choice in entirely
based on quality. If the price becomes prohibitive, as I say, we should
be forced into another material entirely than either soya protein or
casein. But our choice between the two is not affected by the tariff.

Senator Harrke. I didn’t ask anything about between the two. I
just asked a simple question. I said if the tariff is not suspended, it
would not keep vou from importing casein: isn’t that right?

Mr. Tavror. That is correct.

Senator HarTke. And any implication that the quality of the paper
is going to go down because this tariff is not suspended is not true.
That is not a fair assumption; isit?

Mr. BrickeNspERFER. No, sir.

Senator Harrke. Now, Mr. Chairman, for the sake of the com-
mittee, I would like to read for the record a statement from a reputable
paper company. If the committee decides they want the name of the
company it is all right.

This is a cancellation of an order.

This order has been on record for a long time now. I thought that {t would
be best if I wrote you and canceled it. I am sorry to have to do this but it
doesn’t look like we will be taking this order unless there should be a sudden
Jump in casein prices. At this time of year, this is hardly going to happen—
in fact, we expect the casein price will drop slightly.

Delta protein at 20 cents per pound, plus 25 percent duty, plus freight, is
landing here at a slightly higher price than casein. We have been fortunate in
obtaining casein at 23 cents per pound. If we could get the duty taken off,
then it would again be an attractive proposition.

Which in substance, Mr. Chairman, from a reputable outfit, is a
fair assumption that price is the overriding consideration.

Mr. Brickensperrer. Mr. Chairman——

Senator Hartke. I have no further questions.

Mr. BrickenspERFER. Mr. Chairman, to attempt to clarify a point
that Senator Hartke mentioned earlier with regard to the brochure
which we used to illustrate our paper, if the Senator will read our
brochure, we believe he will find that, contrary to the implications of
the question, the document before him is directed as a message to the
American people as a warning against the Soviet menace. This was
an attempt to produce this message on our paper, as a warning to the
American people. And we feel that this is in the public service.

The CuairmaN. You understand—you said something about put-
ting it in the record. You are referring to this; aren’t you?

Mr. BLICKENSDERFER. Yes,sir.

The CuamMAN. We will file it with the committee. But we couldn’t
very well put it in the record.

Mr. BLICKENSDERFER. Yes, sir.

Senator BENNETT. Can you say offhand whether there are any
papers in this pamphlet that have been coated with soya protein 1

- BLiCKENSDERFER. To my knowledge, no sir.
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Senator BENNETT. Are there any papers in here that have been

coated with substitutes—other substitutes for casein?
_ Mr. BLICKENSDERFER. Yes, sir. We think that that would be true,

sir.
Senator BenNETT. This outside has been coated with casein ?

Mr. BLICKENSDERFER. Yes.

Senator BENNETT. No coating on there other than casein?

Br. BLickensperrer. That isright.

The CairMAN. Thank you very much, Mr. Blickensderfer.

The CrrairmMaN. The next witness is Dr. Allen K. Smith, of North-
ern Regional Laboratories, Department of Agriculture, Peoria, Ill.

Dr. Smith, take a seat, sir, and proceed.

STATEMENT OF DR. ALLEN K. SMITH, NORTHERN REGIONAL
LABORATORIES, DEPARTMENT OF AGRICULTURE, PEORIA, ILL.

Mr. SmrtH. I only knew of this meeting on Tuesday. I did not
come with a prepared statement. I understood that I was to act as
a technical man 1n this meeting. I would be glad to have you ask me
any technical questions that you would care to ask me, and I will
answer them the best I can.

The CHAIRMAN. Senator Hartke ?

Senator HarTre. How long have you been working at research with
isolated soya protein?

Mr. SartH. Since about 1934,

Senator HarTkE. Can you just briefly tell us what isolated soya
protein is?

Mr. Symrra. Well, I can define isolated protein best by a brief
description of the method of making it. The whole beans are taken.
The hulls are removed and the oil is removed. Then you have what
we call soybean oil and meal, a rather special grade, because they
avoid all heat treatment.

Following that, they extract this meal with alkaline solution, which
dissolves most of the protein. This alkaline solution is separated
from a residue, which is insoluble. The solution then containing the
protein, we have the so-called isolated protein. That is the process
of isolating it. And it is dried.

I should add also that when this is made for industrial purposes,
it usually received some additional chemical treatment, to make it
meet the requirements for which it is intended.

Senator HArTRE. To what extent is isolated soybean protein inter-
changeable with the use of casein ?

Mr. Sxata. In my opinion it is quite generally interchangeable. I
would say that in most applications. I would feel that soya protein
is interchangeable. In cases where there are some differences, perhaps
these differences can be corrected through research.

hSenat}(:r?HAme. Generally speaking, they are interchangeable; is
that right

Mr. Surra. Generally speaking, yes, they are quite interchangeable.

Senator HARTKE. Is {hiﬁrue also of edible? e

Mr. SmrtH. Oh, yes. Perhaps it is more true of the edible than it
is of the industrial. : ' ‘
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Senator Harrre., Will you just briefly review the progress which
has been made in the field of isolated soya protein during your experi-
ence since 1934 ¢

Mr. Smrri. In 1934 I was in the Institute of Paper and Chemistry
at Appleton, Wis., when the first pilot plant for making isolated pro-
tein was installed at Cleveland, Ohio. We were asked to investigate
the use of isolated protein in paper. And we did find the first indus-
trial use for isolateg protein in paper sizing.

We were also particularly interested in developing the paper-coat-
ing field, because that is the largest single application for the in-
dustrial protein. Through our work and that of the company
involved, the properties of protein were developed and adjusted to
meet that requirement for making good paper. And of course natu-
rally other uses followed.

Later, I joined the Department of Agriculture, the U.S. Regional
Soybean Laboratory at Urbana. Since that time I have worked on
industrial proteins, to some extent on food proteins. I have seen a
gradual development of the protein industry from a very small plant,
1 ton a day in Chicago, to as testified recently here approximately 50
tons a day for industrial production, and a small tonnage now for
food products.

This is largely through chemical research, contributed by industry,
and the efforts of the Department of Agriculture.

Senator HarTkE. It has been a cooperative affairt

Mr. Sarrru. 1t has been very cooperative, yes, sir.

Senator HARTKE. In your opinion, is it possible that isolated soya
protein could completely replace casein in paper coating and in paint
and in joint cement

Mr. Sxrs. I wouldn’t want to say at this time that you could have
a complete replacement.

Senator HarTke. About what percentage, would you say ¢

Mr. Syurn. I wouldn’t be able to give you any good figures per-
centagewise. However, in all this utilization, there are often small
differences in the final products which are important, of course, in
marketing. However, I feel that certain soybean protein would be
ﬁble to fulfill a very large percent of any market that casein might

ave.

Senator HarTke. Is it not true that the entire quantity at the pres-
ent of casein imports could be reprocessed and then used for edible
purposes?

r. Saura. That is a good possibility. .

Senator HARTKE. An§ thereby they could displace and replace the
domestic milk products, and soybean protein, and wheat gluten;
is that right?

Mr. Surra. It could. I mean, they are very similar in properties,
quality, and things of that kind. I might point out that the soybean
has had to be chemically developed more than the casein. It requires
more research to get it into the industrial food products than casein;
it is somewhat easier to use than casein. But through this develop-
ment, it is possible to replace the casein with the soybean protein.

Senator Harrke. The soybean industry, as a result of these experi-
ments, and this scientific use with chemicals—we have been able to
assimilate an awful lot of soybeans in the United States?

; bA

e
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Mr. Sy Yes, .

Senator Harrke. Tt is now becoming one of our leading agricultural
products,

Mr. Syern. Welly sovbeans is one of our leading agricultural
products.  Of course, the industry we ave talking about now we have
to say is a small industry.  However, the food angle of this industry
is very voung, It is only a few years old. Those of us in the field
feel its potential is far beyond what the industrial use is at this time
or even in the future.

Senator Hawrrke. Therefore, in your opinion, we should continue
theso experiments: isn't that right?

Mr. Ssevn. 1 think so, of course,

Senator Tarrke. That is all the questions T have, Mr. Chairman.

The Craryan. Thank you very much, Doctor.

The Crarman, T understand that Mr. J. D. Sykes, of Ralston
Purina Co,, has to leave town on a plane, so we will take him next.

STATEMENT OF J. D. SYKES, VICE PRESIDENT OF THE RALSTON
PURINA CO.

Mr. Svkes. Lam J. D, Sykes, Ralston Poarina Co. I am vice presi-
dent in charge of public relations,

I would like to thank the committee on behalf of our company for
this opportunity to present this very brief statement, being one of
the. newer manufacturers of industrial protein, or isolated protein.

With your permission, Mr. Chairman, T will read the statement
very briefly.

Casein, 2 skim milk derivative used in the manufacture of paper,
lasties, adhesives, paints and certain foods, enjoyed protection of

TS, tarifl provisions from 1922 until 1957, On September 2, 1957,
H.R. 38 was enacted to provide for the temporary free importation
of foreign casein until March 31, 1960, LR, T456 now seeks to renew
this temporary suspension of duty on foreign casein until March 31,
1963,

‘The suspension of duty on imported casein was effected in 1957
because Government substdization of the dairy industry had rvesulted
in the channeling of dairy andu('ls away from the manufacture of
casein and into more profitable pursuits, The U.S. agricultural situ-
ation has changed to the point. that if the suspension of the duty on
foreign casein is extended, it will amount to a subsidization of Argen-
tine, Polish, Austrian, United Kingdom, and other foreign farmers
at the direct expense of American farmers and taxpayers.

In recent years agricultural research and advanced production
techniques -have succeeded in producing, on a practical commercial
sciale, isolated soybean protein, a competitive product of casein. A
largiv: percentage of industrial casein needs today is filled by isolated
soybean protein. Expanding soybean production capacity has always
been adequate to supply this fast-developing market.

The commercial use of isolated soybean protein affords promising
markets for an inportant American farin product, soybeans. These
expanding markets are a direct result of carefully planned and costly
research programs of both Government and industry. Last year, the
U.S. Northern Regional Laboratory alone expended approximately
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%900,000 in research for soybenn utilization. This expenditure and
effort are multiplied many times over by other government and in-
dustry research having the sume objective.

A most serious deterrent to a continuance of this research and
industrial development will be posed by passage of ILR. 7456. Daty-
free foreign casein competes directly with American isolated soybean
protein. .

If the proper climate for further development of the domestic
isolated soybean protein industry is effected by defeat of ILR. 7456,
the potential markets afforded American farmers will be boundless.
Already some 23 million acres are devoted annually to soybean pro-
duction, making it a major American crop. Passage of ILR. 7456
would seriously discourage further capital investment and continued
research in isolated soybean protein production.

The depressing effects of suspending the duty were shown in 1957
when, after enactment of H.R. 38, snﬁstnntiully larger quantities of
casein flowed into this country from such countries as%’olnnd, Austria,
the United Kingdom, Avgentina, and others. (A schedule of imports
by countries for the past 10 years is attached.)

At the same time, United Kingdom countries maintain a 20-percent
ad valorem duty on American isolated soybean protein, and ad valorem
duties imposed by Argentina and some other casein-producing coun-
tries range as high as 40 to 50 percent. Continuance of duty-free
casein thus would deprive American farmers of the competitive pro-
tection foreign governments afford their own farmers.

Of great national concern is the development of markets for Ameri-
can farm products to relieve the burdens of commodity surpluses.
'Tremendous sums of tax money have been, and are being, appropriated
for this purpose. The passage of ILR. 7456 would work directly in
oppusition to these efforts, would subsidize foreign agriculture at the
expense of American agriculture, and would be contrary to the best
interests of the United States.

('The tabulation referred tois as follows:)

Cascin—U.8. imports by country of origin
[Thousand pounds)

Country of origin 19341 1955 ¢ 1858 1957 1958 | 1959 esti-
mated

Canada (fncluding Newfoundland and
brad

Other European countries .
Australia

Total. oo 50,8331 74,4% 7,673 74,604 91,265 101,000

1 Imports for major countries only, which account for 91 to 96 parcent.
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Dr. Sykrs. Thank you, sir.

Tho Citamryan. Thank you very much, Mr. Sykes.

Senator ITIakrke. Thank you, I\{r. Sykes.

The CitairmaN. The next witness is Mr. Strayer, Soybean Council
of America. ) )

STATEMENT OF GEORGE STRAYER, EXECUTIVE VICE PRESIDENT
AND SECRETARY-TREASURER OF THE AMERICAN SOYBEAN
ASSOCIATION

Mr. Straver, Mr. Chairman, gentlemen of the committee, first I
would like to identify myself. My name is George Strayer. I came
from Hudson, Jowa. I am executive vice president and secretary-
treasurer of the American Soybean Association, which is the growers’
organization. I am speaking today in behalf of that organization, the
or§nnizut ion of producers of soybeans, ‘

also serve in a capacity with the Soybean Council of America.
But T am not speaking for the Soybean Council today.

The question has arisen here this morning as to why there was not
opposition by the soybean industry to this bill at an earlier date.
I must confess that so far as our organization is concerned, we were
not. aware that the bill had passed i the House of Representatives,
and we were not aware that it had come to the Senate l‘linancc Com-
mittee, and that we did enter protest just as soon as we were aware
the bill was underway. But it was probably our negligence. W
must. plead that we did not know what was going on in this matter.

We do appreciate very much the reconsideration by this committee
of this matter.

The Cuamrmas. Just for the purpose of the record, the Chair
would like to state that no requests were made for hearings hefore
the bill was reported by the Senate Finance Committee, Tt was on
the calendar of the Senate Finance Committee since September 2,
1959.

The Finance Commnittee is very meticulous about. giving hearings
whenever they are requested. I think it was reported by the Senate
Finance Committee in January 15. And during that period of 5 or
6 months, there was no request. for any hearing.

I merely mention that—not in criticism at all, but to make it clear
tlu:it the Finance Commiittee always gives hearings if it is requested
to do so.

Mr. Straver. We greatly appreciate that fact, Senator. And we
appreciate your willingness to reconsider this matter and hold hear-
ings after we have passed up what would be the normal opportunity
for such hearin

I apologize for not having a written statement to submit to you
today, but I have not been back at my headquarters since last Saturday
and this whole matter has come to a head since I left there. And I
have not had an opportunity to present or prepare a written statement.
I will do so, and submit it to your committes. (The prepared state-
ment was subsequently submitted and appears on p. 119.) )

The producers of soybeans are opposed to H.R. 7456, and to its pas-
sagre bef(:)r a period of 3 years, because it adversely affects our market for
soybeans.

.
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Now, soybeans are the fourth most important agricultural cro
grown in the United States today. And in the Midwest and Mid-
south arens, they are the second most important agricultural crop.
'They are today a major crop.  We are not talking about u crop which
is of minor importance. We are talking about a major crop, one
which is of great importance to the farmers of the Midwest and the
Midsouth areas. )

We are not interested in banning exports and imported casein. We
are interested in creating a favorable atmosphere for the growth in
production of a product which we think is a good product, and which
will receive much greater usage through a seriod of years.

Today, if the full market were absorbed by soy protein, it would
take the production of about 9 million bushels of soybeans. But no
one knows at this stage what this potential market might be, Cer-
tainly, it is much greater than it is today, because this whole field of
isolated proteins is in its mere infancy.

We are trying to keep the soybean industry, and the producers of
s;)ybgalt)\s, out of trouble. And we think this is one means of doing
this job.

1 onuld like to point out to this committee that soybeans are one
of the few commodities which have not been in price support trouble.
We have never had sales of soybeans for foreign currencies or for
any other program. Soybean production has inereased tremendously
to the point where it now absorbs about 23 million acres, more than
23 million acres, of land which would otherwise be used in the pro-
duction of erops which would be in surplus.

During the period since World War II ended, we have increased
the production of soybeans from approximately 18 million bushels per
year, to a 1959 figure of 537 million bushels. And that increase has
come about because our industry has gone out and found and developed
markets for the commodities which are the end products of this soy-
bean crop. So that this matter of market for isolated soy protein
is one of a vast number of possible or potential markets, but it is one
which is very important to us at this time.

Due to the intelligent pricing policies and the vigorous research
programs on the part of both Government and industry, and these
aggressive marketing efforts, the soybean from the beginning has
been & blessing to American agriculture in its ability to absorb acreage
out of other commodities, other crops.

It has offered a profitable outlet for farmers who were plagued with
surpluses in these other areas.

ow, the two main products or commodities which come from soy-
beans are soybean oil and soybean meal. And it is the meal portion
in which the protein is found.

The oil goes into largely the edible field. Some of it goes into the
industrial field also. The major portion of the soybean meal, up to
this time, has been used in livestock feeding. And today, some 90
to 95 percent of the total tonnage goes into livestock feeding.

But. we have approximately reached the place in the development of
this soybean industry when we could not go much further in expand-
ing the markets for soy protein in livestock feeding operations. So
that we must look to the industrial field for continuing and expanding
outlets for this soy protein, if we are to continue to produce more
soybeans.
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Now, the thinking of many of the farmers in my part of the United
States 18 that we cannot continue, through a period of years, to pro-
duce larger and larger quantities of corn to put into stornge. We
cannot continue to produce larger and larger quantitios of wheat,
Weo must develop markets for those commodities as rapidly as wo
can. But the potentinl markets for the products of soybeans in this
country, and in other countries of the world, are vastly grestor in
terms of percentage than are the potentinl markets in many of these
other commodities,

The American Soybean Association is opposed to the continuation
of the suspension on this duty on milk casein, beeause we think that a
duty which was in eifect for & long period of years, and was suspended
only 8 years ago, and was placed in effect at the request of one agri-
culiwral group in tho United States in order that they might place
their houss in ordor and protect their pricing policies, we feel that our
industry has a right to oxpect the same type of treatment at the present.
time,

I want to point out again that while we ave talking in terms here
today of 9 nutlion bushels of soybeans, or roughly 400,000 to 500,000
acres of soybeans, that is not a large quantity in torms of our total.
But the potential is much greater than that. I certainly am not in a
position to even place a figure on it.  But I can well remember the
timo when we wondered what wo were going to do with the soybean
maal from 75 million bushels of soybeans.  Today we are producing
ovor H00 million bushels of soybeans, and we are marketing the prod-
uetls,  This is one step in a development process which in my estima-
tion will go on througch a period of years, and find much greater
usage of protein from vegetablo sources,

Wae ask that wo have the benetit of this protection which was in
existeuce until 3 years ago, during the period of timne when our in-
dustry. the soybean industry, has an opportunity to grow into pro-
porations under which it may meet today's needs, today’s demands,
and tomorrow’s needs and demands.

I thank you again, Senator. for this opportunity to appear in behalf
of the men who produce the sovbeans of the United States.

The CHairMaAN. We certainly thank you, sir, for a very able
statemoent.

Senator Harrke, Mr. Chairman, ean I ask just one question. Were
you ever notified, Mr. Strayer, by the Agriculture Department, of
this bill coming up?

Mr. STRAYER. No, the first notification we had that this bill existed
was about the middle of January when it was reported out of the
Senate Finance Committee, Our usual sources of information on this
type of thing did not divulge to us that this bill was in existence. We
immediately filed a protest with our committee, when we learned of
it. Up to that date we had not known of this bill.

Senator Harrke. I think it is fair to say, however, that the chair-
man of this committee has been very gracious in permitting us to
have this hearing, in order to have the facts brought out.

Mr. STRAYER. Yes, very definitely. We are highly appreciative of
the efforts of the chairman of this committee to hold a hearing, and
give us an opportunity to be heard.
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The Cuamrman. Tapprecinte that. And 1 want to say that. Senator
Hartke was the first one to call it to my attention. As 1 said before,
he is one of the very best members of the committee.

I would like to ask Senator lHartke if it be satisfactory to recess
until 2:308

Senator Harrke, Fine.

(Whereupon, at 12:30 p.m., the commnittee was recessed, to roconvene
at 2:30 p.m., the snme day.)

AFTERNUOON SESSTON

Senator BeNNerr. The time of 2:30 having arrived, and Senator
Iartke has been reminded, I think we should go forward with the
hearings,

Before we call the first witness, T have been asked to read this
statement into the record.

In the interest. of expediting the hearings, Mr. Ernest Stein of F, IT.
Paul & Stein Bros., Inc,, of New York, who was scheduled to testify
today, has relinquished his time.

Ho would like to be recorded as favoring a 3-year extension of the
suspension of import duty on casein.

t is my understanding that the first thres witnesses this afternoon
will all be representatives of the Central Soya Co., Mr. Huge, Dr.
Johnson, and Mr. Buelens.

Do you three gentlemen want to sit. at the table together or do you
want to testify separately?

I understand you each have a separate statement 3 that. is fine. Ac-
cording to this list, Mr. Huge is to be the first Witness.

Mr. Huce. Yes,sir.

Senator BenNerr. Is that in complete accordance with your
understanding ?

All right, tTmn, Mr. Huge, you may proceed.

Mr. Huge. Thank you.

STATEMENT OF W. E. HUGE, VICE PRESIDENT, CENTRAL SOYA
Co.,, INC.

Mr. Huge. We should like, first, to thank the committee for giving
us this opportunity to present this phaseof the subject.

‘We should like further to make clesr that we are not requesting
that imports of casein be barred. We are, however, urging a climate
which will encourage research and development of new uses for U.S.
agricultural commodities.

When the Soybean Council of America was formed in 1956, Mr.
David Wing, an Ohio farmer, and a director of this new organization,
made the following statement :

I am hopeful that this organization can help prevent the same thing happening
to soybeans, which have happened to corn, wheat, and cotton.

The December 1959 issue of the Chemurgic I;:Igest on the cover
page, relates briefly the corn problem to which Mr. Wing referred.
A copy of this issue, schedule A is attached. Mr. Wheeler McMillen’s
editorial in this issue points out the need for vision if chemurgic prog-
ress is to be accomplished.

53758—60—4
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A part of the wheat problem is recorded in the March 25 issue of
Agricultural Marketing Service, Grain Market News, which reports
that every bushel of this season’s exports of 365,303,000 bushels of
wheat from July 1, 1959 to March 18, 1960 was accomplished under
Government subsidized programs.

Cotton has recorded a closely similar situation.

March 1 Planting Intentions indicate farmer plans to devote
24,667,000 acres to soybeans in 1960.

More than 20 million of this acreage increase has developed in the
last 25 years.

This growth was no accident. It was the result of continued re-
search and development in new processing methods, new products,
new markets.

There is no readymade market awaiting the products of more soy-
bean acreage. If soybeans are to stay out of the trouble which has
befallen other crops, it will be accomplished by intensive research and
exploration of Egtential markets.

solated soybean protein has been produced in the United States
since 1935. During that period research has developed increasin
adaptations in various industrial and food applications. This mod-
est phase of the industry now utilizes approximately 314 million
bushels of soybeans annually.

The early history of isolated soybean protein was pioneered by
three companies: the Glidden Co., tze Drackett Co., and the Buckeye
Cellulose Co.

In 1957 the Glidden Co. had started construction at Indianapolis of
a large new isolated soybean protein plant, which would have doubled
the utilization of soybeans for that purpose.

Following the casein duty suspension is late 1957, Glidden Co.
halted construction of this new plant, abandoned plans for expansion
in this field, and subsequently opened negotiations for the sale of their
chemurgy division.

Attached schedule B shows photos of the stage of construction at
that time. This incomplete structure and associated equipment might
be considered today, a drab monument to the duty-free import of
casein,

In late 1957 the Glidden Co. chemurgy division was transferred to
Central Soya Co. Shortly thereafter Buckeye Cellulose Co. also
abandoned the isolated soybean protein field, and sold its facilities
to Ralston Purina Co.

In mid-1957 when casin duty suspension was being considered, the
Drackett Co., another pioneer in tﬁe isolated soybean protein field,
aCbandoned this field and sold its facilities to Archer-Daniels-Midland

o.
One might well ask: is this a healthy atmosphere for U.S. agri-
culture? Do we solve our agricultural problems in such manner

As outlined in the attached schedule C most nations enjoying the
duty-free casein market in the United States have formidable tariff
walls against U.S. soybean products.

Furthermore, a trade news service currently reports—casein export
subsidies from one of these countries. Copies of these trade news
bulletins, schedules D and E are attached.
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Also attached is schedule I* containing information which we have
submitted to the Tariff Commission and to the Departiment of Agri-
culture on this subject. ]

I am sure that Congress is sincerely concerned with the cost to
taxpayers of agricultural surplus. ) o

urthermore, the Senate Finance Committee, by giving us an
opportunity to testify on this subject, has demonstrated a sincere
interest in encouraging development of new uses for U.S. agriculture.

Thank you, Senator.

Senator BENNETT. Now, do the three of you want to proceed and
be que?t.ioned as a group or would you like to answer questions one at
atime?

Mr. Huge. Whichever way you wish, Senator. It might be bestter
for each of these gentlemen to testify because questions may cover any
variety of fields.

Senator BenNeTT. If that is satisfactory to you, Senator Hartke?

Senator HarTKE. Yes.

Senator BENNETT. Let us call on the next witness who is Dr. Dale
Johnson. You have a written statement?

Mr. JounsoNn. Yes, I have a statement.

Senator BexNErT. Before you testify, is it your hope, Mr. Hu
that the material you submitted with your statement will be includ%:i
in the record ¢

Mr. Hucge. Yes, sir. There is one exception, however. This one
brief involves considerable confidential information, it has been
marked. We will prefer that the contents being confidential be
omitted from the public record.

Senator BENNErT. Is this——

Mr. Huge. That is schedule F.

Senator BENNETT. Idonot have a copy of it.

Mr. Huge. We will supply copies. :

Senator BENNETT. But all of the material that I hav

Mr. Hoge. All of the material-—

Senator BENNETT. Isto beincluded in the record ?

Mr. Hogr. Yes.

Senator BENNETT. Without objection it will be so included, and
ortions of schedule F, if copies are provided, will be held confidential
y the committee.

(Exhibits A, C, D, E, and that portion of exhibit F which was not

classified confidential, follow. A copy of exhibit F including the

(fsitl)nf)idential material was made a part of the official committee bill
e.

ExHIBIT A
[From Chemurgic Digest, December 1959)
Too Maxy, Too Low, Too MUCH—AND NO ALTERNATIVE

“Our corn production comes from too many acres producing too low
yields,” Dr. George D. Scarseth remarked recently.
That could be said of some other crops, too.

. The enormous 1959 corn crop, some 4.4 billion bushels, points up the
statement. Many fields yielded from 100 to 140 bushels an acre, and a
few even surpassed 200 bushels. The national average will be some-
where around 50—meaning thousands of acres producing even less,
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Not so many years ago 100 bushels was phenomenal. Now, with
hybrid seed, 100-bushel ylelds are commonplace, 125 is common, and a
30¢-bushel record has been achieved.

Fewer acres could obvlously produce all the corn that can be sold
profitably in the markets uow available. Despite costly governmental
cfforts to reduce acreage, the output has risen year by year.

If soybeans had not been introduced, and all the soybean acreage
were planted to corn, there could bhave been this year anotlier billion
bushels of corn.

How desperately the farm economy—and the national economy—
need another crop as useful and as profitable as soybeans have been.

And how little is being done about it.

We not only have, as Dr. Scarseth has said, too many acres in corn
producing too low yields, but too many acres with nothing else to grow.

REMARKS FROM THE CIAIR
(By Wheeler McMillen)
IDEAS TAKE TIME

Electricity waited about a century after Franklin’s kite before Morse used
it in the telegraph. Another 30 years passed before Bell made the telephone
work and Edison came up with the electric light. The steam engine was around
for half a century before it was put to moving on wheels.

Those of us who are deeply aware of chemurgy's significance grow fmpatient
at times. Realizing the irreplaceability of mineral resources we hate to see them
vanish into consumption for purposes which vegetable materials could supply.
Confident that new crops could be found to occupy many of the acres now grow-
ing unsalable wheat. corn, and cotton, we dislike the inadequate endeavors
to study the earth’s floral potentials and the waste of fertility that goes into
the surpluses. We are made unhappy that vast sums of public money are
wasted on subsidies which appropriations, most moderate in comparison, for
research could muke unnecessary.

Ideas, no matter how obvious to some, no matter how sound, do take time to
grow. Unless they are tremendously and loudly insistent, they reach men’s
minds slowly. In its few decades the chemurgic idea has grown solidly. Its
achievements are substantial and real. No one who truly understands its im-
plications can doubt that chemurgy is on the march and that it will eventunally
conquer its objectives.

SHAW'B ANALOGY

Somehow the foregoing remiuds one of the purported instance when a large
American religious organization conceived the idea of inviting George Bernard
Shaw to address its annual convention. The leaders asked Shaw’s biographer,
Archibald Henderson, of North Carolina, to convey the invitation. Henderson’s
letter was returned with a scrawled note: *Dear Henderson: For 2,000 years
these people have refused to listen to Jesus Christ. What makes you think
they would listen to me? G.B.S.”

CHEMURGY I8 BASBIO

Ours is not a religious crusade in any sense. We talk in terms of material-
ism. Nevertheless, as has often been said, the laws of nature are the laws of
God. What chemurgy preaches is effort to discover more of these laws, and
to discover how to obey them.

Every sclentific achievement must be in such obedience, or it is not scientific.

So, in this holiday season when men’s thoughts turn to fundamentals, this is
a reminder that chemurgy is in accord with the spirit of truth.

FOR THE 1960’8

To all the Council’s members, we extend the wish that the sixties may be as
golden as the most roseate predictions suggest. For chemurgy, we expect the
most productive decade ever.
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Exnmir C
H.R. 7436, EFFect UroN U.S. SOYBEAN INDUSTRY

U.S. agriculture, for three decades, has faced repeated problems in its effort
to develop markets for the expanding productivity of its acres.

In the course of that period, 2 new U.S. crop, soybeans, provided profitable
occupation for continunlly increasing acreage. This expunded market resulted
from continued research in development of new soybean products and new uses
for such products.

Soybeans now provide a useful occupation for more than 23 million acres
annually. Acres which might otherwise contribute to surplus problems of other
crops

Annual carryover of soybeans had been negligible until last year’s record
carryover of 62 million bushels, niost of which became a ward of Government
through support price mechanism. Although consumption last year was at
record levels, bumper yields expanded production more rapidly than new market
development.

Soybeans, like many other crops, must depend upon the ingenuity of con-
tinued research to develop new products, useful for food or industrial purposes,
if it is to provide expanded use for acreage.

In an effort to supplement research and development programs of industry and
Government research laboratories, Congress has cousidered crash programs, at
Government expense, to search for new industrial uses for agricultural
conmmodities.

An important field, holding promise of expanded use of U.S, agricultural comn-
modities involves isolated soybean protein.

Over 20 years of industrial research and development has produced a modest
industry which has steadily broadened its market and today utilizes approxi-
mately 3 million bushels of soybeans annually.

However, a serious deterrent to expanding research, and capital investient in
plant facilities for the production of this material is contained in 1L.R. 7456.

Foreign casein has been subject to import duty since 1922, On September 2,
1957, this duty was suspended through March 31, 1960. H.R. 7456 now provides
further suspension through. March 31, 1963. Imported casein is used almost
exclusively for industrial purpeses. It is, therefore, directly competitive with
isolated soybean protein, which coinpetes with casein in the same industrial flelds.

So far as we know, H.R. 7456 was considered without examination of its rela-
tionship to the soybean subject.

The capture of growing U.S. markets by duty free imports of casein is depicted
by attached schedule A which lists casein preduction, import, and price statistics
as published by the Agricultural Marketing Service.

The attached schedule B details the casein import history, since 1948 by country
of origin. We should like to call your attention to the fact that the list of bene-
ficiaries of this duty suspension includes some Iron Curtain countries.

Furthermore, most of the countries supplying duty free casein to U.S. markets
have established formidabie tariff walls against U.8. soybean products.

Duty free imports of casein directly displace a potential market for industrial
isolated soybean protein approximating the equivalent of 614 million bushels of
U.8. soybeans annually.

Facilities now established in the United States have production capacity for
isolated soybean protein, which would utilize over 4 million bushels of soybeans
annually. Further expansion can logically be expected if this use of agricultural
products in the industrial fleld is not further discouraged.

We trust that it is not the intention of the U.S8. Congress to enact legislation,
such as H.R. 7456, which would discourage private research and development
from continually searching for new and expanded uses for U.S. agricultural
commodities.

U;W; o;;:;.ust, too, that it is not the intent of the U.S. Congress to thus export

Respectfully submitted.

CENTRAL Soya Co., INc,,
W. E. HuGE, Vice President.
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Schedule A.—Cascin

Y Millione of pound: Wholesale price per pound
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1 Not avallable.

UBDA, Agricultural Marketing Seevice,
Dairy Situation, June 1950,



8chedule B.—~Casein imports

{In thousand pounds]
Commodity code 0943000 1948 1949 1850 1951 1952 1953 1954 1955 1956 1957 1958
1,383 829 2, 3,901 2,824 2.951 1,074 648
20 |ceeccanean 925 219 109 1 241
1,229 1,617 B 1, 695 876
24,427 3,129 54,683 41,249 56, 243 51,712 55,673 49,021
3,136 3,633 708 ) 3 U 3 SO 17 10
2,323 1,592 1,25 606 770 460 1.024 2,24
6,281 3,183 3, 564 797 448 1,128 1
2,128 530 1,050 1,460 4,413 6, 503 4,152 13, 567
United Kingdom .. ..____...__.________.__ .75 PONIPOURIIPUN IR F . 162 b3 N ISR ISR RSP IR I
New Zealand. ... ... ... ... 95 | s 1,760 983 8,077 9, 444 5, 591 7 563 6,998 8,208 13, 560
Union South Afriea_.. ... ... ___.__ | 3 PO 63 | 3 I 1) SR RN R R S I
Venezuela.... ... ... .. feaeio L ) 1. 70 (SO NN ISR IR O IR R
NOPWAY - - e ISR R 88 22 899 983 460 665 428 1,163 573
West Germany.._...__..._.._..__. B R 990 742 640 |-ocoeoaa . .- I, 09| ... ... 778
Switzerland..........__. SRR SO U, 55 109 b % - - 1N N IR USSR SR S
AzZores. . il N ISR I, 68 251 M2 198 120 69 210 314 404
Portugal ... ... ... ... SRR RSP 366 2240 | 126 [ooeemaa e 221 139
Ttaly. .. [ USRI SR, P78 URN SRS SOOI P [P PURPN FSR N B I

43,386 56, 838 74,246 59, 833 74,480 70,673 74, 604 91, 263

Date book was issued March 1949; April 1950; April 1951; April 1952; May 1953; June 1955; May 1956; Ma;
Source: Report No. FT110--U.S, Imports of Merchandise for Consumption ¢

ommeodity by Country o?'

1957; June 1958; July 1959.
Origin. U.S. Department of Commerce; Burcau of the Census.

IG NIASYO 40 SLUMOdIWI NO AL1d 40 NOISNIJSAS 40 NOISNALXJI



1969 casein imports

{In thousand pounds)

Commodity code 0943000 January February Muarch April May June July August Septemuber QOctober
Cansda.... ... .. ... 18 |.. I U AU 139 7 143 127 145
Brasfl ... 29 .. e 3 Tl P P AT PO, .. 132 219
Argenting. . ____ ... .. .. ... ... ... 3,729 3,041 4.372 2,931 4.119 6,971 4,214 3, 088 3,875 2,835
NOPWaAY ... 118 |. S S D 242 148 ILI PP e DR PO
Netheriands.. .. ......__......... 11 100 151 148 st 491 Ext} 290 162 310

L T 131 ... rL 3 U .- we | ... . P A TR,
West Germany........... 135 133 7 87 122 &2 153 3 124 83
Poland. ... .. ... ... . ...... (21 215 645 1l.uw2 762 2 25 1138 1,039 1,188

ustralia.. . ... ... ... ... 1.087 2,219 1, 2u% 1,176 7 1,023 11 ane 157 195
New Zealand........ ... ... ... 1,725 1,38 3.755 2,750 313 2,457 2,016 a2 2,560 1,133
Cruguay. ... ..o 0 O R . 331
Azores... .. ...l . B R P IR 80| ... ) 60
Portugal ... .. .. . .. ... lieeiiiiiio. 1 B N I e L N B
Other countries................._. 65 100 55 21 20 [ 2% 72 39

X 7. 93 7,132 10, @t 8, 499 6 146 12,395 T 5. 72 R, 517 6, 558
Issued (1950). . . ......occeeae. .. April May June ... ... August September | September *‘ Ortaber November | December

NIFSYD 40 SLUHOdNI NO ALAA 30 NOISNIISAS 40 NOISNIIXT GG
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Exgisir D
NEw YorK, March 15, 1960.

CoMTELBURO'S WEEKLY U.8.A. CaASEIN REVIEW

The price structure of the casein market was firm during the past week, with
Increased buying interest noted. Market observers point out that consumers had
been holding off recently due to uncertainties regarding the import duty of
casein, and in some directions the belief that the market would work lower.
However, with sellers remaining firin, it was realized that inventory covering
was necessary and consequently this buying bolstered the market. Regarding
the continuance of the elimination of the import duty on casein, Congress has
still taken no action and the re-imposition of this 23 cents per pound is scheduled
for April 1, 1080. The buying side of the market appears to realize that this
duty will be added to their costs, and is inclined to replenish inventories despite
the lack of action by Congress. However, market observers generally feel that
should the duty be reinstated, it will be short-lived and that Congress will shortly
get around to passing the bill eliminating it for another three years.

Pricewise, Argentine spot sellers are quoting spot and nearby afloat stocks
in a range of 19% to 19% cents per pound, exdock New York. Australian offers
remain tight, with the market quoted at 2134 to 22 cents per pound for spot
goods and 21 cents afloats, exwarehouse New York. New Zealand casein re-
mains steady at 25 cents per pound exwarehouse New York. Polish was steadier
in line with higher Argentine prices and limited stocks. Some spot resale goods
were offered at 19-191 cents per pound exdock New York.

The Department of Commerce reports U.8. casein imports in December 1859
amounted to 6,252,968 pounds compared 6,334,717 pounds in November and
9,166,121 pounds in December 1938. The December 1939 total comprised 75,638
pounds Canada, 3,643,077 pounds Argentina, 176,388 Netherlands, 70,850 West
Germany, 163,141 Poland, 1,530,508 Australia, 815,302 New Zealand, and 77,164
other countries. For the year 1959, January-December inclusive, U.S. casein
Imports totaled 94,458,388 pounds compared 90,646,672 pounds in 19468, and
74,604,000 pounds in 1957,

Buenos Adres (Comt el) —The Argentine casein market displayed moderate
strength during the past week, reflecting a keener demand. A total of 1,250
tons were sold to the United States. The price early in the week was 16.50 cents
per pound f.0.b., but subsequently improved to 16.878 cents for the final 403
tons. Japan paid 1338 sterling per ton for 30 tons.

Good production was maintained with stocks estimated at around 7,000 tons
unsold. Shipments during the week totaled 1,004 toms, comprising 1,028 tons
to the United States, 20 France, 13 United Kingdom and § tons to Norway. The
1,028 tons to the U.S. comprised, all in tons clearing Buenos Aires: Carrasco
cleared February 24 with 260 tons New York; Gudmundra cleared February 19
with 1756 New York, 23 Philadelphia; Mormacrey cleared February 27 with 40
Los Angeles, 176 Seattle, 50 San Francisco; Faride cleared February 26 with
125 New York and 25 Boston; and the Nopal Trader sailed February 27 with
150 tons for New Orleauns.

Buenos Aires (March 14) Comtel—Argentina was under a state of emergency
today as President Arturo Frondizi moved to curb terrorist opposition to his
government.

Paris (Comtel) —French casein exports in January this year totaled 148.8
tons compuared with only 7.4 tons in December 1839 and 180.7 tons in November.
Total exports In 1959 totaled 5,318.8 tons.

Of the January 1960 Imports, Italy took 49.9 tons, W. Germany 20 tons and
Belgium-Luxumbourg 29.7 tons,

Paris (Comtel).—The French Government yesterday (Monday) canceled the
glslal(l)saﬂon of casein imports from the dollur area and countries outside the

This is the first move to reorganize French milk by-products markets follow-
ing last weeks fixing of milk and butter prices. With the butter price being
kept at a relatively low level and the milk price tixed above the previous level,
it has become necessary to protect the domestic cisein market against foreign
competition, particularly in view of the fact that domestic production is now
sufficient for all local needs. Despite the recent rally in Argentine casein,
world prices are still conaiderably below the French level.

The government is now expected to fix a new domestic casein price effective
April 1 and to earmark funds for an export subsidy. Trade sources believe
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it may also subsidize the doniestic price to prevent a rise in the cost of con-
suming industries while ensuring an adequate return to producers.
Pending the tixing of the new export subsidy, sales for export are expected

to remain ditHceult.
New YoRrK, Marok 22, 1960.

CoMTELBURO'S WEEKLY U.S.A. CASEIN REVIEW

The undertone of the casein market was described as firm during the past
week. Dealers report that supporting factors were the strength in Argentine
offering prices in face of a steadily improving consutner demand in this country.
It is pointed out that In some instances consumers haa let their inventories
deplete dangerously in anticipation of lower prices which did not materianlize
and it is also said that the general feeling in the trade is that the 2% cent
per pound fmport duty on casein will continue suspended, which consequently
could make for some upward price adjustment in the weeks ahead.

Pricewise, Argentine spot and afloat nearby stocks are firmer at 19% to 19%
cents per pound exdock New York. Australian offers remain tight at 22 cents
for spot and 21% afloats, exwarehouse New York. N. Zeazland s tirm at 25
cents, spot New York exwarehouse, and Polish stocks are tight and priced
firmer in re-sellers hands at 1916 cents per pound, spot New York, exdock.

Ruenos Aircs (Comtel) —The Argentine casein market moved upward in price
last week, and sales improved substantially, particularly to the United States.
Early in the week the U.S. paid 16,875 cents per pound for 335 tons and later
bought 450 tons for 17.125 cents. Likewlise, early in the week Germany paid
17 cents for 150 tons and later paid 17.125 cents for 100 tons. Japan pald
1341 sterling per ton for 30 tons. Meanwhile, production continues good and
stocks unsold stand at over 6,000 tons.

Shipments during the week totaled 1,192.6 tons comprising U.8, 890.7 tons,
Sweden 130, Singapore 86.9, United Kingdom 75 and Japan 10 tons, The U.S.
total comprised, all clearing Buenos Aires in tons; “Mormacwren” sailled March
4th with 23 tons Charleston 50 Boston, 50 Phila. The “Del Cao” sailed Feb.
27th with 400 tons New Orleans, 35 Mobile and 50 Houston; the “Santos”
salled March 5th with b tons for Boston and the “Brasil” saile@ March 7th with
2756 tons for New York.

Paris (Comtel).—Export business in casein, which had been halted for some
time because of lack of credits to continue subsidies, has heen resumed at new
levels. The new basis will remain in force only until April 1st, 1960—when
new milk prices will be announced, which in turn, will require a government
decision on export subsidies.

HExport prices for Iactic casein are as follows: To Dritain, 130 per metrie
ton f.0.b.; to Belgium 21 Belgian franes per kilo, free on border; to Germany
1.78 DM per kilo, free on border, to Italy 265 lire per kilo, free on border.

Ottawa.—The Dominion Bureau of Statistics reports Caunadian casein pro-
duction during December 1959 amounted to 132,000 pounds, bringing produc-
tion for the period Jan.-Dec. inclusive 1959 to 4,281,000 pounds compared with
3.430.000 pounds same period 1938,

Production for Junuary 1960 was 94,000 pounds and February 1960 83,000
pounds. Production for Jan.-Feb. inclusive 1960 was 177,000 pounds com-
pared 96.000 pounds in same period 1939.

Canadian caseln stocks in warehouses and held by or for manufacturers as
of March 1st, 1960 amounted to 346,000 pounds compared 443,000 pounds (re-
vised) Feb. 1st, 1960 and 356,000 pounds March 1st, 1959,

InNFoRMATION To Br ConsipeErep IN CoxNEcTiON WIiTH H.R. 7456
AND Its ErrFEcT OX THE SOYBEAN INDUSTRY

INTRODUCTION

In consideration of the bill, H.R. 7456, which deals with the continued suspen-
sion of duty on casein imports, there are a number of factors which must be
taken into account.

Casein (nonedible) and industrial isolated soy proteins are interchangeable
in most applications. Edible casein, sodium caseinate, and edible grades of iso-
lated soy proteins, as well as certain other high proteln soy products, are likewise
interchangeable in many food product applications.

’
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As a result of free importation of casein beginning in 1957, and generally lower
prices on a large portion of imports, the industrial isolated soy proteins have
been in a disndvantageous competitive position.

Recently isolated soy proteins of the edible type have been developed. These
new products find themselves in a difficult competitive position with fmported
edible sodium caseinate made directly from milk in foreign countries, or from
casein reworked to make sodium caseinate in foreign countries and in the United
States,

If new and expanded markets for soybeans are to be developed, the soy proc-
essing fndustry should be given tariff protection to provide time and incentive to
make improvements in processing of the industrial and edible high protein ma-
terals and to construct plants so such products can eventually compete in free

world markets.
SUMMARY

1. Bvidence is presented to show that duty-free importation of casein has had
an adverse effect on marketing of industrial isolated soy proteins.

2. Bvidence is prsented to show that the continued duty-free importation of
caseln products will have an adverse effect on the future development of edible
soy protein products and the future growth and diversification of industrial soy
protein products.

8. Duty-free importation of casein, if allowed to continue, will curtail future
development of high protein products from the soybean. This can have an effect
on future price and surpluses of an important agricultural commodity.

4. In order to create new uses and expanded markets for farm products, thus
resulting in potential higher prices to farmers and eventually remove the burden
from taxpayers as buyers of surplus soybeans, Government agencies and labora-
tories, as well as many industrial concerns, have spent millions of dollars on
research and development. Time and protection, from competitive low-priced
imports, must be given to the commercial developments in order to bring them
to the point where they can compete in free world markets.

5. Evidence is presented to show that hecause of the cxistence of industrinl
isolated soy proteius, users of imported casein have enjoyed much lower prices
than would have been the case without competition from the interchangeable
isolated soy proteins.

6. Imported casein and isolated soy proteins are interchangeable in most uses.
Information and historical background on industrial applications of these
products is given.

7. Information is presented on the history of soybean production and develop-
ment of special high-protein products and their importance to the U.S. farmer
and the public.

8. Information is presented on casein imports and prices in relationship to
soybenn production and isolated soy protein prices.

DISCUSSION

In this discussion, factual information is being presented to show the rela-
tlonship between American agriculture, the soybean processing industry, isolated
soy protein production, and imported casein.

Noybean production in the United States

By way of background, soybean production in the United States dates back
to the early 1920's.

In 1927 soybean production in the United States was 7 million bushels; in
%93’11., l47 million bushels; in 1947, 186 million bushels; in 1957, 483 million

ushels.

Recent years show continued growth. Table 1 shows the historical soybean
crop summary for the last 10 years. These figures show a tremendous growth
;ate for a crop which, today, has an income value of over $1 billion to U.S.

armers.

Table 2 gives the breakdown on the soybean acreage, yield and production by
S.ates for the years of 1958 and 1959.

New products from soybean research

During the past 25 years, a considerable amount of money has been spent by
Government agencies and industry to develop useful products from the soybean,
including isolated proteins and high protein products for industrial and food use,
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While the industrial applications of soy protein products has grown steadily,
high protein edible soy products have been subject to Increasing investigution
and appear to offer a great potential for the future, not only in the United States,
but worldwide. The lowest priced, high-quality, high-protein nutritional prod-
ucts can be made from the soybean.

While we, in the United States, presently have adequate protein supplies, from
all sources, with the exploding population facing us and the rest of the world,
it is important to encourage the development of low-cost protein products for
food use. Thia can only be doue if forelgn competition i8 not allowed to stifle
research, developuient, engineering, and capital expenditures.

Soybean produols and casein picture

In table 8, a graph is presented showing a comparison of soybean production,
Commodity Credit Corporation owned soybeans, casein imports, total available
casein (through 1956) and soybean prices. This graph shows that there has
been a steady increase in casein imports from about 33 million pounds in 1949
to an estimated 94 million pounds in 1959. This graph also shows that, since
1957, there has been a gradual increase in the number of bushels of soybeans
which U.S. growers, under the price support program, sold to the Commodity
Credit Corporation. It is interesting to note that there has been a gradual
decrense in the production of domestic casein, and no figures are availuble on
domestic production since 1858.

Table 8 showe that there hus been a gradual decrease in the price paid to
farmers for their soybeans In recent years. While this data has been presented
on the same grapb, the conciuaion should not be drawn that there is a correla-
tion between lower soybean prices and increased casein imports.

Table 4 presents a graph showing comparison of casein imports, total available
casein (through 1956), imported casein prices, aud soybean prices Tuble §
presenta this information in tabular form on soybean prices, soybeun production,
soybeans owned by Commodity Credit Corporation, casein imports, domestic
casein production, and imported casein prices for the years 1949 through 1939.
(See pp. 28, 29, and 30 for information in appended letter from U.S. Department
of Agriculture Agricultural Research Service.)

Information is preseuted in table 6 cuvering the lmpourts of caselu from various
foreign countries for the years 1048 through 1038. It will be noted that over
50 percent of the casein imports are from Argentina. It 13 the Argentine casein
which is historically the lowest priced material, and that which is most highly
competitive with the Industrial isolated soy proteins.

Recently Poland has become a large exporter of low-priced casein. Argentina
and Poland have become exporters into flelds that are competitive with industrial
isolated soy protein. Most of the other countries export casein which is used
principally in specialty industrial applications and food use. (See p. 28, par. 6
gte a[;pel;ded letter from U.S. Department of Agriculture Agricultural Research

rvice.

Industrial isolated soy protcins

In table 7, data are givea on a comparison of Central Soya Co. Chemurgy
Division industrial protein prices (alpba protein and delta protein), and
Argentine casein prices since 1055, It will be noted that there has been con-
siderable fluctuation in Argentine prices over thizs period with generally lower
average prices following the suspension of duty (September 1937) on imported
casein. 1In the cuse of alpha protein, it will be noted that the price over this
period has not changed.

° . . . . . .

Due to the competitive picture, which was further aggravated as a result of
the suspension of duty on casein imports in Septeniber 1957, it was found neces-
sary to see what could be accomplished in the development of a new type of
protein material, of lower quality, which could compete in many applications with
lower priced Imported casein. After approximately 7 months of research and
development, a new product was developed, delta protein, which was put on the
market at 21 cents per pound. (See p.24.)

As the chemurgy division got into commercial production, valuable processing
knowledge was gained. The process looked promising and, it announced that
delta protein was available in commercial quantities at a reduced price of 19
cents per pound (see p. 25). It was necessary that this price be reduced in order
to meet the competition from casein, which had continued to drop over the period
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of this development, due to the knowledge of the trade in general of the lower
priced soy protein products hecoming available. (See p. 31 quotes from Comtel-
buro Trade News, June 10, 1958.)

In referring to table 7, it can be seen that beginning in approximately July 1967,
there was & steady drop in the casein price from about 22 cents per pound, at that
time, to a price of around 18 cents per pound in July or August 1968. This was
during the period that the chemurgy division was developing and beginning to
market the lower quality isolated soy protein (delta protein).

[ L L ] [ ] L ] ]

Marketing of industrial isolated soy proteins

1t should be pointed out that there are important differences in the manner of
marketing casein and isolated soy proteins. 1t is rcasonable to say that, in gen-
eral, the sale of casein has been accomplished largely on the basis of price advan-
tage. During those periods of lower price levels for casein, buyers normally
make heavy purchases of casein and/or long-term commijtments.

It should be emphasized that the fact that isolated proteins were developed,
has resulted in substantial savings to purchasers of casein. There is no doubt
that if Imported casein had depended on competition from domestic casein, rather
than from isolated soy protein, the price to purchasers of imported casein would
be much higher than they presently are and have been in the past. (See quotes
from Comtelburo Trade News o1 prices dealing with linported casein in relation
to price paid for isolated soy protein.)

Generally speaking, the sale of isolated soy proteius has heen possible through
uniformity of product, quality, flexibillty of product, uniformity of pricing and,
highly important, the technical service and know-how of the seller of isoluted
soy proteins to users of these materials.

Through developments in Governent and industrinl laboratories, it has been
possible to utilize the isolated soy protein in high-speed coating on puper and
paperboard machines, which has permitted steady and increasing sales of high-
quality isolated proteins in competition with imported casein.

] L] [ ] [ ] ] L J L ]

Applications of 8oy Products and Cascin

There has been some apparent misunderstandings on applications of casvin
and isolated soya protein. It is known that some casein was used in plywoad
glue for the manufacture of jnterior-grade plywood prior to World War 1.
8ince that time, other types of adhesive materials have come into wide use for
this purpose and, in the last 20 to 26 years, soy tlour products have been widely
used nnd not isolated soya proteins.

In other words, it was other materials, including soy flour, which replaced the
limited amount of casein used and, for practical purposes, no isvlated soya
protein is being or has ever been used for this particular application.

One of the original applications of isolated soy protein was in the washable
wallpaper fleld. Prior to the use of isolated soy protein, casein had not been
used. Since this particular application was developed by the use of isolated
soy protein, casein, at a later date, started to come into the picture and competes
to take a small part of this market.

Another fmportant field which has shown a steady growth, and where isolated
proteins were first used, is in the field of water base-latex (styrene-butadiene)
paints. In this application of protein materials, casein has again enjoyed some
of the benefits of developinents first credited to isolated soy proteins, in that it
is taking part of the market for protein-type products in this type of paint
material. Actually prior to the development of the water base-latex paints,
there were so-called casein paints on the market which were replaced by this
type of paint almost completely. This replacement was not due to isolated soy
proteins but was due to the development of latex and other types of paints which
were more satisfactory for wall application than the casein water paints.

In table 8, figures for trade production estimates for latex-type (styrene-
butadiene) and resin paints, are presented. It wilt be noted that there has been
a steady increase in the styrene-butadiene paints despite competition from the
resin-type paints.

L L ] [ ] [ ] [ ] ]

While no exact figures are avallable as to amounts of isolated soy proteins used

for this purpose based on available estimates, it is probable that imported
casein enjoys well over 60 percent of this market.
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8oy Protein Products in the Food Field

As stated earlier, the fleld of isolated soy protein and other high-protein
products produced from the soybean is of major importance to the future
development of useful marketable products, which will help to expand the farm
economy and should eventually contribute to higher prices for soybeans.

It should be pointed out that, from a nutrition.l standpoint, there are vast
differences in proteins from various protein sources. Nutritionists generally
recognize that protein from the soybean is equivalent in quality to most proteins
from animal sources. It is universally agreed that animal-type proteins are
usually of higher quality than those from most vegetable sources. Also the
concentration of proteins from animal sources are generally considerably higher
than those from vegetable sources.

The lowest priced, high quality, high-protein products from a nutritional
standpoint, in the United States, as well as in the rest of the world, can be
made from the soybean. These proteins offer opportunities for supplementing
other foods to increase protein content and protein quality, as well as offer oppor-
tunities for developing new types of high-quality foods.

Edible Casein and Edible Soy Protein Products

These have been inereasing amounts of so-called edible sodium caseinate
which have been sold at prices competitive with the newly developed edible iso-
lated soy proteins. It is known that imported edible sodium caseinate is being
delivered to purchasers’ plants in the United States at prices in the range of 34
cents to 35 cents per pound, and reportedly, in one instance, at a price as low as
28 cents per pound. We show a price schedule on Central Soya’s edible isolated
soy protein (Promine) which shows carload price to be 85 cents per pound, f.0.b.
plant.

Recently certain companies have been importing inedible casein from foreign
countries for reworking to make sodinum caseinate products in this country. It
has been reported that some foreign countries are importing low-priced Argentine
casein to make sodium caseinate which is exported to the United States as edible
quality material.

Unfortunately, it has not been possible to get exact figures on imports of edible
sodium caseinate as such, but it is known that the imports amount to several
millions of pounds per year. This competitive product has a tendency to retard
research, development and capital expenditures for plant construction which
would foster the continued growth in the soy processing field. There is no doubt
that as products and processes are improved, American ingenuity, if given time
and tariff protection, will develop their processing facilities to the point where
they could eventually be in position to compete in free world markets.

General activity in production of edibile soy protein producis
As evidence of the interest and potential in this field, at least four other
soya processing companies have, or are developing, plans for new precessing
facilities for the production of isolated soy protein and other high-protein-type
soy products,
] '] . * * s ]

At least two other soy processing companies are in research or pillot plant
stage on similar type products and are planning to produce this type of product
on a commercial scale.

*x * * *® * * .

It is known that, providing these products can be made at a low enough
cost, the potential market in years to come would amount to hundreds of mil-
lions of pounds of such products, annually.

Reference is given to two articles attached at the end of this report, on the
isolated soy protein development at the Central Soya Co., published in the Soy-
bean Digest and Food Processing magazines.

National emergency problems

It iz well known that during national emergencies, such as war, all nations
so involved, have problems of food supply. Proteins are essential to our na-
tional health, and it will be recalled that during World War II rationing of meat,
one important source of protein, was necessary in order to stretch our supplies.

’
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The development of edible soy protein products for food use would be a great
aid in protecting and insuring adequate protein supplies, as well as making
possible the storage of a concentrated dry protein product or products with
excellent keeping qualities, which could be transported to all parts of the world
with a minimum of shipping space and weight.

* » * * * * *
Soy protein exports

Casein products are presently imported to the United States duty free in
competition with isolated soy proteins. Soy proteins, when exported to many
foreign countries, are subject to substantial import duties.

TABLE 1.—Higtorical soybean crop summary

Yield per acre| Production
arvested (thousand
(bushels) bushels)
1.7 299,249
2.8 w7
2.7 839
18.2 269,169
2.0 341,075
20.1 373, 522
2.8 440,446
3.2 483,715
4.3 51,713
4.0 537,898
Source: Natlonal Soybean Processors Assoclation.
TaBLE 2.—Soybean acreage, yield and production by States
Acrcage harvested Yield per acre Production
(thousand acres) (bushels) (thousand buskels)
1958 1959 1958 1959 1958 195%

4,740 2.0 26.5 | 141,848 125610

3,116 2,394 25.5 26.5 70,458 63,44
2,312 7.0 26.0 681,263 60,112
2,026 2,318 4.3 4.5 49,6837 91
2,132 2,270 26.0 23.0 | 385432 52,210
3,082 2,193 17.5 19.0 53, 935 41,667
1,441 1,472 26.0 26.0 37,466 2
800 903 23.0 23.0 18, 400 20,760
454 436 23.0 2.0 10, 442 9,502
421 434 2.0 21.0 9, 262 9,114
11. Tennessee. 276 317 2.5 2.5 6,486 7132
12. Virginia 269 201 25 20.5 6,052 5,066
13. South Carolina. .. ...coaeraaomacaanaan 362 370 15.5 16.0 5,611 5,920
14. Michigan... ceae 265 25 23.0 4.0 6,095 5.400
18, Maryland.......eeeeccreeenaaacen 193 205 2.0 20.5 4,246 4,202
‘Total of 15other leading producing States. 1,:28 1, 548 19.7 2.5 3,080 31,07
United Statestotal......cccaceaaea. 23,900 22,428 243 24.0| &719,713 | 537,%8

Source: National Soybean Processors Association.
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TABLE §
Soy bean Soybean | Soybeans Casein Domestle | Imported

price ! produc- | owned by | imports ¢ | casein pro- casein
Year (vents/ tion 2 cees (1,000 dutetion 3 price 3
bushel) (1,000 (1,000 pounds) (million (eents/
bushels) bushels) pounds) pound)

216 234, 194 10,414 33, 061 18.3 2.3

M7 209, 279 53 M, 552 18.5 2.3

273 N2, 477 H 49, 386 21.6 38.8

52 208, 052 R 56, 833 7.5 2.2

252 268, 52 1, 48 74,2408 4.5 19.5

247 341, 545 18 59, x43 5.2 2.7

22 373,522 82 74, 4N0 3.1 4.1

218 449, 446 26 70,673 25 24.3

27 479, 841 15,670 74 604 ® 23.0

197 &§79. 713 31,178 o1, 2 (U] 19.7

cemssiemccon 537, 135, 32 LI S L DAY R -

1 Price reecived by farmers, season averuge price for clean beans., Source: Statistical Abstract of the

United States.

1 Source: Statistical Abstruct of the United States and USDA, AMS, crop production,
3 Owned on June 30. Source: Statlstical Abstract of the United States.
4 Source: U.8, Department of Commerce, Burean of the Census; Report No. FT t10.
8 Source: USDA, Agricultural Marketing Service, Dairy Situation, June 1950.

? Dhata not available,
? Estimate of USDA,

§ Estimato based on 10-month average imports.



TABLE No. 6
0943000 casein or lactarene, and miztures in chief value thercof, not specifically provided for

Commodity code 0943000 ! 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958
909 | 2,512,951 | 1,170,248 | 1,392,625 828,640 | 2,780,108 | 3,900,926 | 2,824,304 | 2,950,512 [ 1,073,901 64K, 258
880 163, 963 625,048 19, 683 0 342,718 925, 286 218, 696 109, 348 191,616 240, 566
555 164,022 | 1,582,236 | 1,228,562 1 1,617,026 | 1,662,547 | 1,694, 890 875, 0%6 492, 066 922, 841 BhX, 644
785 | 28,910,896 | 41,901,410 | 24,427,189 | 34,129,131 | 54,653,510 | 41,248,605 | 56,242,918 | 51,711,687 | 55,672, 514 49,021,097
[ . 1,739,610 | 3, 3, 633,000 707, 644 114,126 | .. ... 172, 665 10,003 222,364
[ ,400 | 1,459,430 | 2,323,347 | 1,592,320 | 1,25, 615 605, 632 769,754 470,160 | 1,024,199 2,243,774
0 982,608 | 1,622,736 | 6,250,743 | 3,182,981 260,463 | 3, 564, 305 796, 544 448,048 | 1,128,466 1,209, 290
g 104,738 1,02;.36(1’ 2.1%,433 529.778 1,049,788 | 1,460,130 | 4,413,214 | 6,503,270 | 4,152,036 | 13, 566,520
246 0 0 O 160,044 20,848 | ... | |..ooool TVl
688 0! 1,759,603
720 0 63,188 | 800 | 2205 |...... . .. |
0 0 15,7881 0} 0 feweeeeoecivenceac e e e
0 0 87,884
[ 0 990, 377
0 0 84,615
0 0 68, 341
0 0 365, 500
0 0 21,978

580 | 33,000,751 | 54,551,506 | 43,386,192 | 56,838,342 | 74,245,380 | 59,832, 796 | 74,480,028 | 70,673, 152

ma: })m&oh were issued: 1948, March 1949; 1949, April 1950; 1950, April 1951; 1951, April 1952; 1952, May 1953; 1954, June 1955; 1955, May 1956; 1956, May 1957; 1957, June 1958;
y 3

Source: Report No. FT110—United States Imports of Merchandise for Consumption, Commodity by Country of Origin, U.S. Department of Commerce; Bureau of the Census,

€9 NIISVD JO SLHOAWI NO XLAd 40 NOISNIISNS 40 NOISNIALXT



0943000 ' casein, 1959

{Pounds)
Jaouary | February | March April May June July August | Scptember{ October
Canads... - 0 0| 139,308 73,602 | 142680 | 127,285 145,179
Brazil,_ . 219,348 |. .o 76 |, 132,276 210, 821
Argentina. &‘{g.&lg 3,00.531 | 4,372,442 | 2,930,760 | 4,119,006 %. il 2%.906 3,087,687 | 3,875,160
i ey 1< SENCNR RSN R . . 368 || v ] AN
ether ceee , 100, 000 151, 360 144, 600 81,370 490, 510 280, 923 1
pa=s Germany._. = o B4 1:.334 Toas [ wew | 278807 '8 de f:w ------------------ |2
-------------------------- 1 » 1 ' » » ] N Im'
;Vm A--------’- ------------------------------------- 2 216, 050 648,047 | 1,092, 460 762,042 972, 230 325281 | 1,134,880 | 1, % 1,187 446
Australio. ..o 1,084,859 | 2,219,327 | 1,297, 1,175,758 | 486,962 | 1,023,258 | 443,870 | ' 351 995 "723
ow Zealand L ’ 543 1,322,677 3,754,520 2,749, 902 312, 600 2.457 191 2,0]6'0‘7 8z 2,760,175 1,133,040
UTUGUAY . « o oo eeeemceeemcm e emmmn - --- 1. L EERECESIISEN EASUReRI I S S 330, 690
Asoves... - - N I e e lg'mo ------------ 69, 238 , 526
P ther countries : ST 65,422°| 100,041 | 54,763 | 2,042 | 20,38 |00 esess T Ba@| 718017 30, 467
Total . ---| H99,198 | 7,131,900 | 10,933,631 | 8,490,240 | 6,145,888 | 12,395,126 | 7,075,554 | 5,720,062 | 8,517,203 | 6,667,851

! Issue date: January, April 196; February, May 1959; March, June 1959; April, June 1059; May, August 1930; June, Soptember 1950; July, Septomber 1959; August, October
1950; September, November 1950; October, December 1950.

NIJSVD X0 SLUOJIWI NO X1Nd A0 NOISNIAASAS 40 NOISNILXF 39
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TABLE 8.—Estimated production, resin and latcz base paints
[Millions of gallons]

1954 1058 1960 1962

P, X o 4 1o 1 7 10 135
Polyvinyl acetate. ... o eeoemeomons 13 20 25 45
Styrene-butadiene. ... oo eceeceemanan 29 38 9 43

b A< I 43 65 7% 106

Source: Chemical and Eugineering News trade estimates, Chemical and Enginecring News, vol. 38"
No. 7, p. 40, 1960.

CENTRAL Soya Co., INc.,
CHEMURGY DIVISION,
Chicago, Ill., April 1, 1958.
GENTLEMEN : On March 7 you took in three bags of our Delta protein, and
maybe you have had an opportunity by now to evaluate it.
At any rate, at that time we gave you a price of 21 cents a pound in carloads.
This has now been changed to—

Per pound
40,000 pounds or more_.._.._ - e —— $0.19
20,000—10,000 pounds ——— e ——————— . 1925
100-20,000 pounds _— - . 195

F.ob. our plant, Chicago, Ill. Packed in 100-pound multiwall paper bags.
Terms: Net 30 days.

I hope this price is attractive and that you can use Delta protein, as there
would certainly be quite a saving.

Very truly yours, W. M. B
. M. Baln,

Manager, Protein Sales and Service.

CENTRAL Soya Co,, INC,,
CHEMURGY DIVISION,
Chicago, IlL., February 14, 1958.

GENTLEMEN : To supplement our “Alpha” protein, which you have been using
over the years, we now have a new isolated soya protein, Delta protein, which
we would like to have you evaluate for your coating operation. We are sending
Yyou a sample today, marked for your attention.

In the past you have used our low viscosity “Alpha’” protein for your machine
coating operation, and we are sending you a comparable grade in the Delta
protein. In addition to the low viscosity we make a mediumm and a high vis-
cosity in which you might be interested. If so, we shall be glad to send youn
samples of these also.

Our price schedule on this new material is—

Per pound
40,000 pounds v™ MOTe_..c oo e $0.21
20,000-40,000 pounds ... ..___ ——————emm—e e ee —— -—  .2125
100-20,000 pounds - . 215
F.ob. our plant, Chicago, Ill. Packed in 100-pound multiwall paper bags.

Net 30 days.

While we have accumulated a fairly large inventory of Delta protein, it might
take 2 or 3 weeks to get out shipments, as we will now be carrying two inven-
tories—one of “Alpha’ and the other Delta protein.

We are looking forward to receiving your ideas about this new product.

Very truly yours,
W. M. Baix,
Manager, Protein Sales and Service.

CENTRAL SovA Co., INc.,
CHEMURGY DIVISION,
Chicago, Ill., December 12, 1958.

GENTLEMEN: For the past year we have been selling our “Delta” protein at
19 cents a pound in carload lots, £.0.b. Chicago. We were able to do this because
the price of our basic raw material has been comparatively low and because
of certain efficiencies in our processing of this particular product.
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Now that the cost of our raw materials and labor is up substantially, it is
necessary for us to increase the price of “Delta” protein 1 cent. Effective
December 15, 1958, our price schedule on this produet will be:

Per pound
40,000 pounds or more__ - - $0.20
20,000-40,000 pounds...... —— .2026
100-20,000 pounds_ . 205
F.o.b. our plant, Chicago, Ill. Packed in 100-pound multiwall paper bags. Terms:

Net 30 days.

Our research laboratory is constantly working on methods to improve quality
and the economics of producing our isolated proteins. We believe “Delta”
protein has been a worthwhile contribution, and we have delayed changing
the price as long as possible.

We certainly have appreciated your past orders for “Delta” protein, and trust
we may continue to serve you.

Very truly yours,
W. M. BalN, Sales Manager, Industrial Proteins.

CENXTRAL Sova Co., INc,
CHEMURGY DIVISION,
Chicago, Ill., December 4, 1959.

GENTLEMEN: Because of substantially increased costs to produce “Delta”
protein, we find it necessary to increase the price 1 cent per pound. This in-
crease will be effective on “Delta” protein shipped after January 1, 1960.

Effective January 2, 1960, our new price for “Delta” protein will be:

. Per pound
40,000 pounds or more $0. 21
20,000-40,000 pounds.- . 2125
100-20,000 pounds . 215
F.0.b. our plant, Chicago, Il.. Packed in 100-pound multiwall paper bags. Terms:

Net 30 days.
We very much appreciate the business you have placed with us in the past
and look forward to filling your “Delta" protein requirements in the future.

Very truly yours,
W. M. BaIln, Sales Manager, Induqtna; Proteins.

U.S. DEPARTMENT OF AGRICULTURE,
AGRICULTURAL RESEARCH SERVICE,
Washington D.C., March 14, 1960,

Mr. DALE JOHNSON,
Central Soya Co., Inc.,
Chicago, IU.

DEAR Mg. JorNsSON: I am glad to be able to send you some information which
I assembled several weeks ago on the competitive position of casein and isolated
80y protein.

CABEIN

Casein is the principal protein of skim milk. It has varied industrial uses,
primarily in paper coatings and adhesives.

Industrial requirements for casein have been in the range of 50 million to
80 million pounds annually for 25 years. Under a tariff of 5% cents per pound
which prevailed in the 1930's this consumption was met largely by domestic
production. In 1941, the tariff was reduced to 2%, cents per pound. This figure
was maintained until the suspension of the tariff in 1957. During this period
(1942-57) imports became the major source of supply, and since price supports
on nonfat dry milk were established in 1952 which made domestic casein
production uneconomical only a few million pounds have been produced here
annually for specialty markets.

Imports and domestic production casein in recent years are given in the
attached table. There are no substantial exports.

Casein prices have fluctuated through the years but have been relatively
stable at 18 to 20 cents per pound for the past 5 years. Since March 31, 1957,
it has been duty free under the suspensions of duty put into effect then.
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A small but growing market for caseln g it use in food products. Fdible
domestic caseln Is priced at &3 to G4 centz per pound.  Proliminary esthoates
for 1950 show that 4.8 millton pounds were fiported from New Zoealand at an
Kverage price of 4048 centz per pound, which indleates that most of this was
of edible gradet

IBOLATED 80OY PROTEIN

Koy protein (8 used industeintly as an adhesive or bluder. The principat fleld
of uxe in In paper coating, with smaller quantities In wallpayer, paper rlzes,
and water-baxed paint for formulations. A cruder product, Industrial soy flour,
in used a8 a plywood ndheaive,

Annual production of {solated goy protein tn 1950 Is entimated to be ahout
80 nilllion pounds. Two grades of the inedible product are sold: The “old
process”™ at 23 cents per pound and the “new process” at 20 cents per pound.
Thoe litter appeared on the market in 1908

Edible grades of isolated soy protein are also produced for use in formulated
food products,  Estimated production in 1959 was about 6 mitlion pounds. No
generally quoted prices are available for the adible prodnet, hut quotations from
42 to 80 cents per pound are currently made for vartous grades.

BUMMARY

Simillarity in propertics, in compoxition, aud In price muke casein and soy

men competitive to a degree in both adherive uzen and as cdible grades for
oo formnlation used.  In industry they are glso compoetitive with synthetie

reain adhesives and with other protein sources such as aulmal glue and blood
meal, both of which are used widely as adheslves,

I realize that this is an abbreviated statement, A number of aspects of which
would have to be expanded If it were to be submitted to a technical trained
lm't;p. I hope It 18 a satiafactory sunmmary of the situstion for a nontechnical
audience.

A8 we discussed recently, I probably will be in Chicago about April 20 and
will call you then if 1 can.

Very truly yours,
8aM R. HOOVER,
Aasistant to the Adminiatrator.

Caacin imports and domeatic production 1953-59, inclusive

lmrom Price (cents | Domestle
Yeur (willlon per pound) | production
pounds) (million

poundas)

|

1 Estimated.

Evidence as to the relationship between tsolated soya-protein prices and the
pricing of casein Is presented in the following quotes from the Comtelburo Trade
News, a leading international commodity and trade reporting service:

Juno 10, 1958

“We are told that soya protein is being offered to the mille at 19 ceuts per
sound delivered, with ne uncertainties regarding shipmeuts apparent and a
atabilized price generally assured. We are also told, by a usually relinble
source, that the paper mills are getting as gouvd results from soya-proteln as
they are from casein.”

1 See p. 12 of thls report for additional receat information on edible cascin product prices
in the United Statea.
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December 9, 1958

“The market for inedible caseln wnr described as steady during the past
week with buying Interest mamdest.  One well Informed trade source sald
‘while the market may be called flrm ar the seller’s end demnnd ix anything
but nggressive.” The primary reasxon for the lack of good demand was sakd
to reflect ihe availability of soya-protein as a substitute. 1t war pointed ont
that a strong market In enseln defeats itself In that customers automatically
switeh when prices reach a certatn level”

December 16, 1958

“A softer tendeney war reported In the luedible caseln market during the
pant week, with offerings fully adequute for a moderate fnquiry. Consumers
are buying sparingly, only to cover lmmediate requirements with year-end
fuventories being whittled.  And, as noted previously, readily avallable soya
protein iz belng taken as caseln values are considered too high.”

Deecember 23, 1958

“\ factor that may help slrengthen the caseiln market, war the report this
week that soya-protein prices are golug higher. One source reported that a
leading manufacturer advanced a cent per pound from 19 cents to 20 cents
per pound, f.0.b. praducing plant.”

October 20, 1958

“Meanwhlle, we are told that U.S. consumers are shying from the continued
strength shown in the market and are offering Increaxed price resistance. It
ix also polnted out to us that the move back to the competitive xoya-protein is
expanding as uncertainties regarding caseln supplies broaden. The soya-pro-
tein market I8 presently indlcated at 20 cents per pound, f.0.b. producing plant,
with stocks readily available.”

Octoder 27, 1959

“It was also reported in the trade locally, that Australia is unable to make
any further offers for the current producing season. Finally, with casein
prices high and indications that they will be higher, coupled with the scarcity
of supplies—It is reiterated by the trade that the consuming mills are turning
to the competitive soya-protein product, with a8 further expansion of the
casein trade expected to turn in that direction.”

November 2, 1059

“Meanwhlle, demand from consuming mills fs cautiour with price resistance
expanding. In face of extremely tight offerings, consuming milis are only
showing a moderate replacement demand. The price structure of casein is
being watched carefully—and local prominent casein traders point out that if
the current tight supply situation should push casein prices higher—expanded
use of the competitive soya-protein can be expected.”

November 17, 1959

118, consuming nillls, a reliable source says, should now be low on inven-
torles of casein and resumption of this demand will be watched closely to see
It any large-scale diversion to soya-protein takes place. With caseln supplies
tight a:dl ‘prlces steady to firm, greater demnnd for soya-protein could develop,
. weare told.”

Dceoomber 22, 1959

“The undertone of the casein market was on the soft side during the past
week as cousumer demand remalned light in face of increased offers from
Argenting. Trade sources say consumers are refusiug to bulld up yearend
inventorics and in some cases have stocked with soya-protein as the casein price
worked higher recently.  Argentine production is reported to be excellent, while
duropean demund hus dried up for the time being and there is some speculation

alt: Eo.w‘h:.:thcr It will reswe before the European flush production season seta

Deoember 22, 1959 (2ame report as above)
“¢ ¢ ¢ Kor the first 9 months of 1939, U.8. casein imports totaled 75,312,852
pounds compared with 68,210,684 pounds in the corresponding period of 1058."
These are typical quotes, and the historical pattern has been stinilar over the
Years. Thia relates specifically to the Industrial usage only and is in no way
related to the present edible market.
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CENTRAL SoyvA Co., INc.
COEMURGY DIVISION, SPECIAL PRODUCTS DEPABTMENT

I80LATED EpIBLE SoYA PROTEIN, PBICE SCHEDULE ErrECTIVE QCTOBER 26, 1959

Unit: 50 pound multiwall paper bags. When material is packed in Osnaburg
bags with water resistant liners, additional charge 40 cents per H0-pound bag.
When material is packed in fiber drums, 100 pounds net, additional charge of
$2.50 per hundred weight.

F.o0.b.: F.o.b. our plant, Chicago, Ill. For delivery in Chicago area: Add 35 cents
per hundred weight.

Terms: Net 15 days.

{Cents per pound]
Minimum | Minimum 50 to 50 to 450
Product Description carload | truckload 19,850 pounds
lots lots pounds
Promine “R”.__.{ A water insoluble spray dried iso- 35 38 37 38
cleetrie protein,
Promine D, _.| A water solitble spray dried sodium 33 36 a7 38
proteinate.

Nork.-—Prices are subjeet to change without notice.

STATEMENT OF DALE JOHNSON, MANAGER, EDIBLE PRODUCTS
DEPARTMENT, CHEMURGY DIVISION, CENTRAL SOYA CO., INC.

Mr. JounsoN. My name is Dale Johnson, and I am manager of the
gdible roducts department of the Chemurgy Division of the Central

oya Co.

Tam going to talk about interchangeability of isolated soya proteins
and casein,

Casein (nonedible) and industrial isolated soya proteins are inter-
changeable in most applications. Edible casein sodium caseinate and
edible grades of isolated soy proteins, as well as certain other high
protein soy products, are likewise interchangeable in many food prod-
uct applications.

As a result of free importation of casein beginning in 1957, and

nerally lower prices on a large portion of imports, the industrial
i1solated soy proteins have been in a disadvantageous competitive
position.

Recently isolated soy proteins of the edible type have been devel-
oped. These new products find themselves in a difficult competitive
position with imported edible sodinm caseinate made directly from
milk in foreign countries, or from casein reworked to make sodium
caseinate in foreign countries and in the United States.

Generally speaking, the industrial soy proteins find their widest
aplplication in the paper, paint, and joint ccment fields. These are
fields in which imported casein is widely used.

In high and medium solids paper coating, soy protein is inter-
changeable with casein. On aging or under proper drying conditions,
the wet rub resistance of the coated surface using soy proteins will be

as w as casein.

ile casein and soy proteins, as presently manufactured, are very
close in all respects, they are not exactly the same. Therefore, where
casein may show an advantage under certain conditions, slight changes
in condition, when using soy proteins, can make it equal to casein.
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It has been stated that soy proteins are not as strong as casein in
adhesive strength. When these statements are made, it should be rec-
ognized that reference is being made to high-quality casein of higher

rice which are being imported into the United States and not to the
ower priced Argentine-type casein. In the case of the Argentine-type
casein, we are told that the soy dproteins work equally as well insofar
as adhesive strength is concerned.

In the paint field soy proteins are used in so-called latex water-base
paints, and since the very earliest work, have been found to be, gen-
erally, superior to casein. It is agreed timt, with modification, blends
of casein and isolated soy protein works satisfactorily. In some latex-
base paint products, of slightly lower quality, there is a good deal of
casein being used. It is estimated that more than 60 percent of the
latex-base paints are using imported casein.

In the field of joint cements, it is our understanding that a num-
ber of manufacturers are using combinations of casein and soy pro-
teins and, in some cases, casein alone. Many times, claims are made
that one material may not replace another in a given application.
This may be true if all conditions are the same. If modifications
are made, it is often true that materials can be substituted, one for
another, in a given applieation.

It has already been mentioned that therve is an ever-increasing
interest in isolated soy proteins and other high-protein products from
the soybean for use in foods.

It should be pointed out that, from a nutritional standpoint, there
are vast differences in proteins from various protein sources. Nutri-
tionists generally recognize that protein from the soybean is equiva-
lent. in quality to most proteins from animal sources. It is universally
agreed that animal-type proteins are usually of higher quality than
those from most \'egemb}e sources. Also, the concentration of pro-
teins from animal sources are generally considerably higher than those
from vegetable sources.

The lowest priced, high-quality, high-protein products, from a
nutritional standpoint, in the United States, as well as in the rest
of the world, can be made from the soybean. These proteins offer
opportunities for supplementing other foods to increase protein
content and protein quality as well as offer opportunities for develop-
ing new types of high-quality foods.

t is known that, providing these products can be made at a low
enough cost, the potentinl market in years to come would amount to
hundreds of thousands of pounds of such products, annually.

It is well known that during national emergencies, such as war, all
nations so involved, have problems of food supply. Proteins are es-
sentinl to our national health, and it will be recalled that during
World War II, rationing of meat, one important source of protein,
was necessary in order to stretch our supplies.

The devologment of edible soy protein products for food use would
be a great aid in protecting and insuring adequate protein supplies,
as well as making possible the storage of a concentrated dry protein
product or products with excellent keeping qualities, which could be
transported to all parts of the world with a minimum of shipping
space and weight.
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It is our belief that the developments of isolated soy protein and
other high-protein products offer sizable potential markets for farm
commodities and is of importance to the future of the United States

as well as to the rest of the world.
Further evidence to substitute the interchangeability of casein and

soy protein is presented in the following patents:

Product Patent No. Date Company

Paper coating.........ceeceennnecncccannne 2,360,427 | Feb, 18,1945 | Champion Paper & Fiber Co.

| 5. T, 2,750, 84, 1 Aug, 21,1956 | 8. ). Warren Co.

0 T 2,760,725 | Apr. 6 1956 Do.
Latex palnt. ..o oo iaccecrancanan 2,836,829 | Apr. 2%, 1953 | Sherwin-Willlams Co.

) o S, 2,708,659 | May 31,1955 { Glidden Co.
Water base palnt 1212 IITT I 3246008 | June 24 1041 | V.8 Oypeum

er-base paint ... .oeeoeereanannee une 24, 8. N

DO ceeecccncacacancsannenna 2,257,280 | Sept. 30, 1941 Do.y

DO cccracaeecccacececcccannenans, 2,357,281 | Sopt. 30, 1941 Deo.

I do not know that it is necessary to go into detail of these unless
somebody wants to, but we have those, and we will attach it to this
as a part of the record of those patents.

Senator BENNETT. You attach them and we will include them in
the record.

(The documents referred to will be found in the files of the com-
mittee.)

Mur. Jounson. There is one question I would like to ask in connec-
tion with this interchangeability. A letter was put in the record
during this morning for the U.S. Tariff Commission where there are
certain nspects of this that I feel should be cleared.

Is this protocol to mention this at this time or not?

Senator Bennerr. I think it is perfectly prorer for you to com-
ment on the testimony of another witness or on the material that was
put into the record.

Mr. Joninson. In this letter of theirs this morning I will quote:

It is reported that isolated soybean protein has displaced casein almost com-
pletely in the production of glues used in the manufacture of plywood.

I am going to quote from a report, schedule F which is attached to
Mr. Huge’s report:

There has been some apparent misunderstandings of applications of casein
and Isolated soybean protein. It is known that some casein was used in ply-
wood glue for the manufacture of interfor grade plywood prior to World War 1.
Since that time other types of adhesive materials have come into wide use for
this purpose, and in the last 20 to 25 years soy tlour products have been widely
used, and not isolated soy proteins,

In other words, it was other materials, including soya flour which
replaced the limited amount of casein used and, for practical pur-
poses, no isolated soy protein is being or has ever been used in this
particular application. o _ )

Senator BENNETT. What you are saying is that there is 8 misunder-
standing, and the word “isolate,” the name “isolated soy protein,” hes
been used, and they should have referred to soya flour.

Mr. Jounson. That is correct.
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The statement further goes on to say that it has displaced casein
to a larger extent in coating wallpaper, and I would like to comment
on that:

One of the original applications of isolated soy protein was in the washable
wallpaper fleld. Prior to the use of isolated soy protein, casein had not been
used. Since this particular application was developed by the use of isolated
soy protein, at & later date, casein started to come futo the picture, and ft com-
petes to take a small part of this market.

_Now, going back to the quote from the letter that it has largely
displaced the casein in the manufacture of waterproof paint, actually
I do not believe the intended waterproof paint, that is waterproof
latex—waterproof latex-type paints is what they really meant, and
in that specific field, which has shown a steady growth, and where
isolated proteins, soy proteins, were first used, is in the field of water
base latex, that is the styrene butadiene paints.

In this application of protein materials, casein has again ecrgoyed
soma of the benelits of developments first created by isolated soy
proteins and that it is taking a part of the market for protein-type
products in this type of paint materinls. Actually prior to the (}e-
velopment of water base latex paints, there were so-called water
casein paints on the market, which were replaced by this type of
paint almost completely.

This replacement. was not used due to isolated soy protein, but was
due to the development of latex and other types of paint, which were
more satisfactory for wall applications than fhe casein-water paints.

While no exact figures are available as to the amounts of isolated
proteins used for this purpose, based on available estiinates it is prob-
ablekthat the imported casein enjoys well over 60 percent of this
market.

Now, in the last paragraph of that letter they state that approxi-

8 NTE . . * .
mately 20 million pounds of casein—wait a mimute, I will go back
to the paragraph:

Official statistics on domestic production of isolated soybean protein are not
available, but is i8 reported in the trade literature that production approximated
20 million pounds as early as 1951 when imports of casein amouunted to 438
million pounds, and it is estimated by an oflicial of the Soybean Processors
Associntion that between 42 and 48 million pounds were produced in 1959 when
94 million pounds of casein were imported. Despite the increase in imports
of casein subsequent to its having been placed on the free list, the ratio of
production of isolated suybean protein to imports of casein appears to have
incereased (from 46 percent in 1051 to 48 percent in 1939), rather than to have
decreased.

That statement is a correct statement, but I think it should be
pointed out that at the time that increase occurred, that the actual
Increase in casein imports was in the range of something over 50 mil-
lion pounds, while the actual increase in soy protein in that same
period was n the range of, say, 25 million pounds, so there is twice
as much casein which went into various applications in that same
period of time as isclated soy protein in that same peroid was in the
range of, say, 25 million pounds, so there is twice as much casein
which went into various applications in that same period of time
as isolated soy proteins.
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_ Another statement is that they, of course, at that time were con-

sidering only the industrial side, and the statement was made that:

Moreover, it is estimated that the domestic production of sodium, potassium,
and cajcium caseinates, and of casein hydrolysates—in large measure from
imporied casein because imports account for 98 percent of apparent domestic
consumption—may remove at least 10 million pounds of casein from compe-
tition with isolated soybean protein in 1960.

It would remove 10 million pounds from competition with the in-
dustrial proteins, but this again comes into competition with the edi-
ble llrotems, which they were not aware of at that time.

Thank you very kind ]y ) )

Senator Bennerr., All right, Mr. Buelens, we'll be glad to hear you.

STATEMENT OF EMIL BUELENS, GENERAL SALES MANAGER,
CHEMURGY DIVISION, CENTRAL SOYA C0., INC.

. Mr. BueLens, Thank you, Mr, Chairman.

Mly name is Emil Buelens and 1 am with Central Soya Co. and
employed as general sales manager of the chemurgy division.
Senator BENNET. What is your position, Dr. Johnson ¢

N Mr. Jon~soN. Manager of edible protein products of the chemurgy
ivision.

Senator BENNETT. And you are vice president?

Mr. Huce. I am vice president and a director of the company.

Senator Bennerr. At this point, before Mr. Buelens starts, when
Mr. Huge presented the material to be put in the record, exhibit “B”
8 page of pictures. We do not usually reproduce pictures in the
record, so exhibit “B* will be made a part of our file, but they will
not appear in the printed record.

Mr. Huoce. All right.

1Sena?tor BenNerr. All right, now, Mr. Buelens. Will you proceed,
ense
P Mr. BueLens. The reason for Central Soya’s interest in H.R. 7456.

The free importation of casein beginning in 1957, has had an adverse
effect on the marketing and development of our edible and industrial
grades of isolated soya proteins. Duty-free importation, if allowed
to continue, will have a tendency to curtail future developments of
high protein products from the soybean. We believe this will have a
detrimental effect on future prices and surpluses of an important
agricultural commodity.

In order to create new uses and expanded and new markets for farm
products, thus rosu]tini in potential higher prices to farmers and
eventually remove the burden from taxpayers as buyers of surplus
soybeans, Government agencies and laboratories, as well as many in-
dustrial concerns, have spent millions of dollars on research and devel-
opment. Time, and protection from low-priced casein imports, must
be given to allow commercial development of soy protein products in
order to advance them to the point where they can compete in free
world markets.

Over the years there has been some fluctuation in casein imports
and beginning about 10 years ago, the amount of casein shipped into
the United States was in the range of 35 to 55 million pounds. Since
that time, the importation of casein has risen to about 94 million
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pounds, an overall increase in the range of 40 to 50 million pounds

er year. . .

P While exact figures are not available for the production of isolated
soya proteins, it is estimated that 10 years ago the production was in
the range of about 24 million pounds and today it is estimated to be
between 45 and 50 million pounds, an increase of 20 to 25 million

unds per year. These figures show that the increase in casein use
in the United States has increased at a rate of about twice as fast as
soya protein on a pound-for-pound basis. ]

'We would like to point out that we have enjoyed a very fine rela-
tionship with our customers who have been using our products, as
well as casein, in the industrial field. Our objective is to continue this
type of relationship and work together to develop new uses and
applications with their technical staffs.

We recognize that companies are in business to make a profit and
that it is the responsibility of management to their stockholders to
operate that business as efficiently as possible. This means buying
materials at the lowest possible price commensurate with quality,
service and sound business policies.

We should like to call to attention at this time, and emphasize the
fact that as a result of the development of isolated soya proteins
users of casein have enjoyed substantial savings over a number o
years, due to lower-priced casein.

There is a great deal of evidence to show that if imported casein had

to depend on competition from domestic casein rather than from
isolated soya proteins, the price to purchasers of imported casein
would be much higher than they presently are and have been in the
hast.
l Evidence of this is available from personal contact with users of
casein, from letters received from these users who consider casein and
industrial isolated soya protein to be interchangeable and who buy on
the basis of which commodity is available to them at the lowest price.
Also, quotes from Comtelburo Trade News tie the price of casein to
the price of isolated soya proteins and not to domestically produced
caseln products.

Although we do not know the details of the manufacturing pro-
cedures of users of casein and isolated soya proteins, we do know that
many users make blends of casein and soya protein. It is our under-
standing that there is no particular advantage to using blends other
than the fact that users of casein desire the manufacturers of isolated
soya proteins to stay in buisness so that when the relationship in price
of casein to soya portein becomes such that it is advantageous to
them to buy the soya protein, materials will be available.

We have been told that the blends of casein and isolated soya pro-
tein vary from 20 percent casein to 80 percent soya, but more com-
monly the reverse, 80 percent casein and 20 percent soya.

Generally speaking, the sale of isolated soy proteins has been
possible through uniformity of product, quality, flexibility of product,
uniformity of pricing and, highly important, the technical service
and “know-how” of the seller of isolated soy proteins to users of
these materials.

In the last few years there has been an ever-increasing interest in
isolated soya proteins and other high protein products for use in
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human foods. These new products are of major importance in the
future development of usegxl, marketable products, which will help
to expand the farm economy and should eventually contribute to
hiiher prices of soybeans.

t the time that our comEamy became interested in the isolated
soya proteins, the price on edible soya caseinate, both domestic and im-
ported, was in excess of 50 cents per pound. It was felt with prices
on higil lE)rotein products as they existed, there was an opportunity
and market for high protein products from the soybean.

Since we began our researcH and constructed plants for the manu-
facture of such materials, there has been a gradual drop in the prices
of edible sodium caseinate so that it is now being delivered to pur-
chaser's plants in the United States at prices in a range of 34 to 35
cents per pound, and recently reported, in one instance, at a price
as low as 28 cents per pound. The price onwur edible isolated soya
proteins is presently 35 cents per pound.

Recently certain companies have been importing inedible casein
from foreign countries for reworking to make sodium caseinate
products in this country. It has been reported that some foreign
countries are importing low-priced Argentine casein to make sodium
caseinate which is exported to the United States as edible quality
material.

Unfortunately, it has not been possible to get exact figures on im-
ports of edible sodium caseinate as such, but it is known that the
imports amount to several millions of pounds per year. This com-
petitive product has a tendency to retard research, development and
capital expenditures for plant construction which would foster the
continued growth in the soy pmeessigg field. There is no doubt that
as products and processes are improved, American ingenuity, if given
time and tariff protection, will develop their processing facilities to
the point where they could eventually be in position to compete in
free world markets.

Senator BexNerr. Thank you.

Senator Hartke?

Senator HarTkE. I haveno questions.

Senator BENNETT. Ihave several questions.

First, Mr. Huge, in your testimony you would like us to believe
that, or I judge that the intent of your testimony regurding the fact
that Glidden, Buckeye & Drackett sold out, you assumed that it wa
that this was because—it was caused by the elimination of the tari
on casein.

Mr. Huce. X would assume it to be a contributing factor.

Senator BENNETT. It is very interesting that our records show that
these people made no representations to us at the time we were con-
sidering the elimination of this tariff. They did not consider it
sufficiently serious to come down and ask us not to take the tariff off.

My next question is a very natural one. If this were so serious, wh
did you three newcomers buy these products and go forward wi

em

If people like Glidden, one of the giants in this field, could not make

it work, I am interested to know why someone else stepped in and

gecided gif this was assumed to be a death blow to the soya protein
usiness

’
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Mr. Huge. I cannot speak for our competitors on that subject.
But I believe certainly in our case, and 1 suspect it may be true with
them as well, it is perhaps a matter of the three successors being
more dee‘)ly interested and involved in agriculture than their pre-
decessors have been.

I am not sure of the circumstances concerning the Drackett Co.
or Buckeye Cellulose Co.’s silence in 1957, but from the investigations
we have been able to make concerning Glidden's attitude at that time
it develops that they considered that they had too great a conflict of
interest to be willing to take a position on the subject.

Senator BeNxerr. In other words, they decided it was not good
business for them to take this position because they already had
nzee;(:!ns’ of supplying themrelves with products adequate to meet their
n St

Mr. Huge. 1 am not sure what impelled their decision, but their in-
terest. in agriculture, in this phase, was a small part of their total
business.

Senator BExxerr. Then it is not fair to assume that the removal of
the casein tariff was the overwhelmming reason why these people quit
the business and why one of them abandoned the construction of a
building, pictures of which you supplied to us?

Mr. Huge. It may be a matter of individual interpretation. It ap-
pears a coincidence, though, that all three abandoned the field within
the same period of time. Undoubtedly it was an influence in their
decision.

Senator BENNETT. You do not think that we might ibly look
for changes in technology that might have affected this decision?

Mr. Hoer. That I do not know. I am not aware of all of the
factors that affected the decision of each of the three companies.

Senator BENNETT. What percentage of the casein business or the
soya protein business, how is this business divided between the edible
and inedible; let us take casein first. What percentage of the total
casein used in this country isediblef

Mr. Huge. I believe Dr. Johnson can answer that.

Mr. JoninsoN. The figures on that are rather vague. There are
not any. But based on information that we get from various sources,
I would say that it looks as if it is somewhere in the range of 12 to
15 million pounds of sodium caseinate a year.

Senator BENNETT. Out of 94 million pounds?

Mr. Jornson. Yes.

Senator BENNETT. That is roughly one-sixth?

Mr. Jounson. That would be about right, a little less.

Senator BENNETT. About fifteen percent, let ussay ¢

Mr. JounsoN. A little less.

Senator BENNETT. All right. What percentage of the soy proteins
that are sold are edible?

Mr. JounsoN. As we have indicated, the edible soy protein business
is a Rew business, and it is a relatively infant business at this time.

We have a plant, and these figures are in the record, designed as a
semi-works plant to get more information from the standpoint of
the plant design and operation, which would make 5 million pounds
of material a year.

33758—60——6
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We have on the drawing board a completed plant for making con-
giderably larger amounts than that, several times that particular
re.
g’il‘here are other people also getting into this edible protein field
who you will hear about a little later.

But today I would say that the sale of the edible isolated soy pro-
teins would be probably not more than at the rate of 5 or 6 million
pounds a year at the present time. It is just getting started.

Senator BENNETT. Out of 50 million pounds ¢

Mr. JounsoN. That 50 million figure we should qualify as being
the industrial and not the edible type protein product.

Senator BENNETT. You lose me a little bit. You say out of 94
million pounds of casein approximately 15 percent is edible.

Now, out of X million pounds of soya protein, edible and inedible,
added together——

Mr. JounsoN. Ten percent for a rough figure at the present level,
and that has just been starting in the past year or two when this busi-
ness started rolling a little bit.

Senator BENNETT. Isitincreasing?

Mr. JounsoN. Yes, it is; and I might add sodium caseinate is the
biggest competitor in certain fields.

Senator BENNETT. Well, I am curious, in what food products is
sodium caseinate used ?

Mr. JounsoN. Sodium caseinate is used, the largest field would be
as a binder in meat products, that would be sausage-type products,
meatloaf type products, and that sort of thing.

I would say probably the next largest field would be in the cereal
field, breakfast cereal products, high protein breakfast cereal products.

Then there is some going into things like pressure dispenser top-
pings, baby foods, and bread, and a variety of other uses.

Senator BENNETT. Wouldn’t i'ou think if a new product came in and
in 2 years got 10 percent of the market that that was pretty good
progress?

Mr. JunnsoN. Ido not know if I quite follow you there, sir.

Senator BENNETT. Well, as I understand you, edible soya, isolated
soya, protein has only been on the market, 1 think you said, 2 years.

Mr. Jounson. Well, really we have been working on it 5 years for
marketing, but basically about 2 years.

Senator BENNETT. Basically you said it had been on the market for
2 years, and you got 10 percent of the market.

Mr. Jounson. Yes.

Senator BENNETT. I would say that is pretty good penetration.

Mr. JounsoN, Ten percent of the soya protein market.

Se}a{xmtor BeNNETT. Yes, you got 10 percent of the soya protein
market.

Let me ask you the third question then: What is the approximate
relationship today between edible soya protein and edible caseinate ¢

Mr. Jounson. Well, all of these products, insofar as food use is
concerned, have just been developed in the past few years.

Senator BENNETT. Even in the caseinates?

Mr. JounsoN. Even the sodium caseinates have been coming into
the picture more so in the last few years. Now the general interest in
proteins and food has really been developing gradually. Since the
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war, the interest has been coming out, and right now there is not a
major food company in the United States which is not devoting a con-
siderable effort and dollar expenditure to develop, for the development
of, improved food products from the standpoint of protein quality and
higher protein products, and that includes all areas of the food field,
the dairy field, and all the rest of them.

Senator Bexnerr. Well, can you come back to my question: You
told me there were 5 million pounds——

Mr. JouxsoN. Yes,sir.

Senator BEXNETT (continuing). Of soya.

Mr. JonrnsoN. Right.

Senator BENNETT. Soya caseinate.

Mr. JounsoN. Soya 1Protein, sodium—

Senator BENNETT. Yes

How many million pounds of caseinate are there, edible caseinate?

Mr. Jounson. I again am saying that I will have to estimate it.
Based on figures we have had from various sources it is somewhere in
the range of 12 to 15 million pounds.

Senator BENNETT. So you have got at least 25 percent of that mar-
ket, maybe a little more?

Mr. Jounson. Yes, I think so.

Senator BENNETT. I go back to what I said, and I correct it, that you
do 2not have 10 percent of the market, you have 25 percent of the market
in 2 years.

Mr. JounsoN. That is correct. But the price on sodium caseinate
before was up around 50 cents and higher; as a matter of fact, domestic
sodium caseinate right now, I do not think there is any of that under
50 cents a pound, to my knowledge, but it is imported materials which
are slowing down our progress in the development of high protein
products from soybean E)r use in foods.

We know that if we can have the time to develop these things and
spend the money to do the research, that these prices will betiower,
opening up new markets for soybeans. Thus we hope eventually to
helé) the farmer and the general economy. :

enator BENNETT. Admitting that, but I am getting the impression
that caseinate is fairly new, too, and I would think it natural in the
case of two new competing roducts that the price would tend to go
down, certainly within the first few years of their being put on the
market.

Is it fair to say that the price of caseinate is reduced solely so to
embarrass the soya producer, while the price of the soya product is
reduced because you have improved your technology ¢

Mr. JounsoN. I would say that in the case of the imported sodium
caseinate, the ﬁfple who are importing it are interested in dollars,
and based on American economics, I do not see how they can produce
it at the price they do. We cannot do it in this country.

Senator BENNETT. That is a matter that I cannot discuss because
I do not know either.

I would like to take you back to your statement. This is Mr.
Buelens’ statement. We have a conflict here and I think we should get
the record straight.

The Tariff Commission said, as I understand it, over the past 3
years the share of the overall market that both these products serve,
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that share served by soya protein had increased from 46 to 48 percent;
is that correct, is that figure right ¢

Mr. Jonxsox. The statement was that there was an increase from
46 percent, the ratio 46 percent, 1951 to 48 percent in 1959, showing
that the ratio of casein to soy protein, actually imports we are talk-
ing about, actually had increased slightly.

genator Bexnerr. No. The ratio of soya protein to casein in-
creased slightly, not the other way around.

Mr. Jouxsox. That is right.

Senator BENNETT. All right.

Mr. Buelens says, he quotes some figures, and then he says:

The figures show the insrease in casein use in the United States has increased
at a rate of about twice ag fast as soya protein on a pound-for-pound basis.

Mr. BueLens. That is correct.

Senator Bexxerr. That may be correct, but it is not a fair state-
ment. of the fact, because when you go to measure a rate of increase,
you have to measure the base from which each increase began, and
your base was about half of the base of protein, and if it is true, as
the Tariff Commission says, that your proportion has increased from
46 to 48 percent, then actually your increase is greater than the in-
crease in the use of protein, and it is not fair to say—increase in
casein, and that casein has increased at a rate about twice as fast.

Mr. BueLexs. On a pound-for-pound basis.

Senator BENNETT. Well, that is not right. That is poundage. You
are going to talk rate, you have got to talk it in relationship to a base;
is that right?

Myr. Burrens, Yes.

Senator BeENNETT. Let us correct the record then to show that from
the point of view of rate, use of soya protein has increased slightly
more; I haven’t got. time to figure out the rate of increase represented
by an increase from 46 to 48 percent, but it is an increase.

Mr. BurLens. Percentagewise, yes.

Senator BENNETT. Yes. But in terms of poundage—

Mr. Buerens. And on a poundage basis.

Senator BENNETT. But the base on which each—the base on which
casein began was approximately twice as high as the base on which
sodium protein s in 1951, isn’t that right{

Y ou do not

Mpr. Jonxso~. That is correct.

Senator BENNETT. You do not give us exact figures, but you give
us ranges here.

Mr. BueLens. Right,

Senator BENNETT. So the exact figures we come back to are the
Tariff Commission’s figures which are stated as a rate of comparison.

Senator HarTke. Will the Chairman yield at this point ?

Senator BENNETT. Yes.

Senator HARTRE. Just for a inatter of clarification, is it not true
that the soy protein development is recent, very recent and, frankly,
you can start back from where they began, which practicaily means
they had nothing to start out with; is that right.

Senator BExNETT. But he is quoting me specific figures.

Senator HarTkE. I understood they were correct.
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Senator BENNETT. But he says this: 10 years ago the range of pro-
duction of isolated soya proteins was 24 million pounds, and today
it is estimated between 45 and 50 million pounds.

Now, that is approximately doubled in the 10 years.

Mr. BuErLENs. Yes, that is correct.

Senator BENNETT. That is correct.

Now, 10 years ago the casein figure must have been about, well, he
has got it up here, he says 10 years ago the amount of casein shi,l)ped
into the United States was in the range of 35 million to 55 million
pounds. Today it has risen to between 40 million and 50 million
poundsa year.

Well, 40 million and 50 million sit right smack in the middle of
the range of 35 million and 53 million, so it has doubled, and soya
protein has approximately doubled: is that a fair statement?

Mr. BurLens. I would say it is a fair statement, that they both have
increased percentagewise to this extent when you refer to the ratio.

However, I wanted to bring in the poundage increase also.

Senator BENNETT. Yes; but you did not say that. You said the
rate, and you cannot talk about. rate when you talk about pounds, and
I wanted—I think you and I are in agreement. There is no question
about the increase in pounds.

But when you are going to talk about rate, you have to go back to
the base on which you calculate the rate, and when you go back to that
point the Tariff Commission indicates that the rate of increase in
soya protein has been slightly greater than the rate of importation
of casein.

Mr. BueLEns. I agree.

Senator HarTxe. Will the Senator yield at that point?

Senator BENNETT. Yes.

Senator HarTke. What I want to know is, is your statement in-
correct

Mr. BueLens. No.

Senator HArTEE. I gather from the impression that is being left
here that you are making an incorrect statement.

Mr. BueLens. No, sir; I do not admit that.

Senator Bennerr. He is making a double-barreled statement.

Senator HARTEE. Are you making a double-barreled statement?

Mr. Buerens. I have related pounds to a percentage figure also,
because a grcentage figure, as quoted, in the Tariff’s Commission’s
letter, can be misleading.

Senator BENNETT. V%ill you show me in your statement where you
have related pounds to a percentage figure?

Mr. BueLens. No, I don’t refer to percentage figures at all.

Senator BENNETT. That is right. But you use the word “rate” on
the next to the bottom line of the second paragraph.

211'. BuEeLENS. At a rate of about twice as fast; a rate about twice
as fast.

Senator BENNETT. Well, it is not a rate; it is a poundage that is
twice as large. But the rate is approximately equal.

Mr. Buzrens. Shall we strike out the rate and leave it at twice
as fast?

Senator BENNETT. Yes.

Mr. Buerens. That isacceptable.
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Senator BENNETT. You can take it either way; yes. But I cannot
let the record show that the use of casein has increased at a rate which
is twice as fast, because then you come head on to the Tariff Commis-
sion’s statement. which would indicate that the rate has been a little
greater, but not very much.

Senator Harrke. Will the distinguished Senator then correct the
Tariff Commission’s report aocording(l{v?

Senator BENNETT. No; this man does not want this report to be
corrected.

Senator HArTkE. Then I do not think we should correct this man’s
report. I think if we correct this report we should correct theirs.

enator BENNETT. The Tariff Commission’s report is correct. This
statement will be correct if we take the word “rate” out of it.

Senator HARTKE. My understanding is that there is a serious ques-
tion as to whether the Tariff Commission’s statement is correct in
s;alveral“places. If we are going to correct one place, let us correct
them all.

Senator BENNETT. Do you believe the Tariff Commission’s state-
ment with respect to the increase in proportion of soya protein from
46 to 48 percent is incorrect ?

Mr. JornsoN. Mr. Chairman, I think that here this is a matter
of some interpretation. The point we were trying to bring out was
that during the time that this interval of time—that there was an
increase of approximately—

Senator BENNETT. Each of them approximately doubled.

Mr. Jonnsox. Yes; 50 million pounds of casein.

Senator BENNETT. That is right.

Mr. Jonnson. And approximately 25 million pounds of soya pro-
tein; that there was—we admit the figures speak for themselves as to
what they are, but aguin it is a matter of where you want to take the
base for a statement on a pound-for-pound basis.

Senator Bexxerr. Well, I took your fignves.

Mr. JosinsoN. That is right.

Senator Bexxerr. Itook your figures.

Mr. Jonnson. But if you want to take a hundred as your base
or zero as your base——

Senator BENNETT. Wait a minute. Take as your base the fizure
you gave for the early period of 1951; that is the only basis on which
you can make your comparison. Those are the figures that are in
your statement,

I think the thing to do is to strike out the words “at a rate of” and
just say “has increased twice as fast on a pound-for-pound basis,”
and thatis true.

Senator HarTke. Mr. Chairman, I am going to insist that the
Tariff Commission be called back to correct their statement.

Senntor BENNETT. I cannot see how the Tariff Commission’s state-
ment is in question.

Senator Harrxe. There have been quite a few things which have
been brought up far comment, and I think, in all fairness, if you
correct one witness’ statement, you should correct all of them.

Senator BENNETT. We are not correcting the figures in the witness’
statement : we are simply correcting a word which gives a misunder-
standing of his application of his figures.



EXTENSION OF SUSPENSION OF DUTY ON IMPORTS OF CASEIN 83

Senator Harrke. I do not misunderstand it.

Senator Bexxerr. I think he is willing

Senator ITarrke. Well, have you got his statement before you?

Now, T understood it pretty well: I undorstopd the rate of increase
was double, and I understood the figures; that is what it sounded like
to me.

Senatar BENNETT. Noj he does not say that. He says it has in-
creased at a rate twice as fast as the soya protein.

Mr. Buerens. Excise me, at a rate about twice as fast as soya
protein on a pound-for-pound basis.

Senator BENNETT. Again you come back, you cannot have pound-
for-pound, which are absclute comparisons, and rates, which are rate
comparisons. You are comparing horses and rabbits here. .

Mr. Burrens. T have no objection to striking out “at a rate of”” with
the balance of the testimony standing.

Senator BeENNETT. Right. I believe that makes the rest of the
testimony stand, and it is accurate.

Senator Harrke. Mr. Chairman, T do not like to leave the impres-
sion that this witness has attempted to mislead the committee, and I
do not think that, in my opinion, is a fair interpretation of his
statement.

Senator BENNETT. Let ussay that this member of the committee is
confused. I do not think I have been misled, so I am asking him if
we cannot change the words in the statement so that they will be
perfectly clear.

Senator Hartre. That is up.to the witness to say if he wants to
change his statement. He does not have to change it if he does not
think it is wrong.

Mr. BueLens. I have no objection to that change if the balance of
the statement stands.

Senator BENNETT. Fine. So we take the words “at a rate of” out
and it reads that these figures show that the increase in casein used
in the United States has increased—wait a minute, that is wrong,
too. It is not the increase that has increased; it is the use that has
increased. It is a double-barreled confusion in this sentence.
Ier. Btzlsmxs. I cannot agree that that statement is incorrect now.

1t reads:

These figures show that the increase in casein used in the United States
has increased about twice as fast as soya protein on a pound-for-pound basis.

Senator BEnNETT. Well, I do not think that is what your figures
sho;v. I think they show that the use of casein has increased twice
as fast.

Mr. JoansoN. Mr. Chairman—-

Mr. BueLens. Casein used the statement says.

Senator BENNETT. That is right. I agree that the casein used has
increased twice as fast.

Mr. JounsoN. Mr. Chairman—

Senator BENNETT. Yes. .

Mr. JonnsoN. (continuing). This is a matter of semantics.

Senator BENNETT. No, it isa matter of mathematics.

Mr. Jounson. But as the statement reads I believe it is 100 percent
accurate without change, because we are talking about the increase.

Senator BENNETT. Allright. What has increased #
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Mr. Jonnson. This is what we said. These figures show that the
increase in casein use—now, the actual increase in use is 45 to 50
million pounds, that is the actual increase. We were not talking
about rate.

We said the actual increase. We talked about the increase itself.
We said the increase was 40 to 50 million pounds, and we say for
soya protein it was 20 to 25 million pounds. So we say the increase
has increased at a rate of about twice as fast, and the statement is
correct.

Senator BENNETT. We are splitting hairs, but if you are talking
about increasing an increase then you must refer back to an earlier
increase, and this is the first increase you have talked about. I think
what you told us—

Senator Harrge. If the Senator will yield, I do think this, if any
interpretation is going to be later placeg on this witness’ testimony,
I think the witness should be permitted to make his own statement
without urging from the Senator as to the incorrectness or he will
just make a flat assertion that the statement is incorrect, and leave
the statement stand for what it is, and that the committee will
eventually decide whether the statement is correct or not.

Senator BENNETT. 1 was trying to give the witness, point out to
the witness the confusion thatg;is statement would create in the minds
of the committee. If he prefers not to change it, then I would agree
with my friend, I would be glad to say that this statement as follows:

These figures show that the increase In casein use has increased about twice
as fast as soya protein on a pound-for-pound basis.

is, in my opinion, not accurate.

I would say that what these figures show is that the casein use in the

Uhnited States has increased twice as fast as that of soya protein on a
wound-for-pound basis, or that the increase in casein use in the United
States is or has been twice as fast.

I think the double use of the word “increase” is inaccurate.

Senator HArTRE. If the Senator will yield, I would think if the wit-
ness is willing to stand on his statement and permit the committee to
make its own interpretation of what he says, that this would be, in
all fairness, to treat the witness as fairly as we treated the Tariff Com-
mission. We did not ask them to come back and correct their
statement.

Senator BENNETT. We are not talking about figures here; we are
talking about a method of stating a conclusion drawn from figures,
and I am happy to leave it at this point. But I would suggest that the
witness might like to sit down with somebody who is skilled in the
use of English and see if he has not doubled the use of the word “in-
crease” here in the same sentence and created a wrong impression.

Senator HarTKE. I might say for the benefit of the distinguished
Senator, that we people from Indiana are not skilled in the use of
English, but we are skilled in the question of whether there is an in-
crease in the amount of competition between American industry and
foreign industry. This is a fight between the foreigners and the
Americans.

Mr. BuerLens. Mr. Chairman, I would agree to the removal of the
words (‘;‘at the rate of,” other than that I would like for my statement
to stan
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Senator Bexxerr. I think that is fine. But I think I should make
it clear that when it comes before the committee, as a member of the
committee, 1 shall try to point out that this statement is misleading and
that the double use of the “increase,” cannot be sustained by the figures
in the statement. Now we understand each other and let us move on.

Senator Hakrke. If the Chairman will yield for just a moment, I
think for the suke of the record, in view of the assertion of the dis-
tinguished Senator, that in all fairness no interpretation should be
placed upon this witness' statement that he attempted to mislead the
committee, other than the statement in the record itself, and I am fear-
ful that some attempt at some later date is going to be made in pointin,
out that this statement which this witness entered in testimony shoulﬁ
be disregarded because of a determination of a question of semantics.

Senator BENNETT. It is the opinion of the Chair that it is not the
intention of the witness to mislead.

Senator HarTkE. As long as that understanding is clear then I feel
it is all right.

Senator BENNETT. There is a statement in Mr. Buelens’ testimony
that interests me. It says:

We should like to call attention at this time and emphasize the fact that
as & result of the development of isolated soya proteins, users of casein have
enjoyed substantial savings over a number of years due to lower priced caseln.

Can you submit. for the record a table which shows the changes in
the prices?

Mr. BueLens. Yes.

Senator BENNETT. And demonstrate that it was the introduction
of soya protein that resulted in these price changes and not some
other factor?

Mr. BurLeEns. Yes. (See p. 65.)

I have a table that shows the stable price of soy protein, and that
imported Argentine casein stated right below that almost consistently,
with two little exceptions here. -

Senator BENNETT. Does the table show that it was higher than
that before soya protein came in

Mr. BueLens. No, it does not.

Senator BENNETT. So it is pretty hard to say that it was the result
of the introduction of soya protein that brought the price down.

Mr. BueLexs. Well, Mr. Chairman, there are a few quotes, I will
;ust pick a few of them to read at this time, and these are taken

rom Comtelburo Trade News, a leading international news com-
modity and trade reporting service.
December 9, 1958:

The market for inedible casein was described as steady during the past week,
with buying interests modest. One well-informed trade source said that while
the market may be called firm as the seller's end demand is anything but
aggressive, the primary reason for the lack of good demand was said to reflect
the availability of soy protein as a substitute. It was pointed out that a strong
market in casein defeats fitself in that customers automatically switch when
the prices reach a certain level.

Senator BENNETT. Does that process reserve itself if the price of
soy protein goes up a little, then the price of casein goes with it?
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Mr. Burnexs. Welly all right. Now I will read the December
23, 1958

A factor that may help strengthen the easein market was the report this
week that soy protein prices are going higher. One source reported that a
leading manufacturer advanced a ceat per pound from 19 to 20 cents per pound
f.0.b. producing plant.

Senator Bennerr. This is in the material that you said was con-
fidential and could not be given to the committee?

Mr. BuerLens. No, no.  There are portions of this report that are
underlined in red.

Senator Bexyert. I wonder if you could not separate those out?
I think this table should be in the committee’s record.

Senator Harrke. As I understand it, it is confidential; it is only
because of security reasons with the Government that it is confiden-
tial, is it not ¢

Mr. Huce. No, competitors,

_ Senator Harrge. That is all right. 1 just wanted to know what
1t was,

Mr. Huce They are good friends of ours.

Senator BeNNerr. 1 raise the question if this table, showing the
price relationships——

Mr. BueLens. That is open for publication.

Senator BENNETT. Can you supply the committee with a copy of
that, together with the statements you have read so that they can go
in the record?

Mr. BurrLens. Yes.

Mr. Huer. That is schedule F, by the way, which was submitted
with my brief.

Senator BexNerT. Yes. But you submitted schedule F on a con-
fidential basis.

Mr. Huer. We can extract those portions.

Senator BenNErr. That is why I am asking that these be extracted.
I understood all of schedule F' was to be treated as confidentisl.

Mr. BurLens, That portion of schedule F which has been under-
lined in red is confidential and for the use of the committee.

Senator BeNNErr. Under the circumstances I think it would be
wisest if you could actually extract these particular pages and submit
them to the reporter as a separate——

Mr. BukLexs. We shall submit it both ways for the benefit of the
committes. We will take one and remove all the confidential, and
then give you one without it.

Senator BeNNETT. That is fine.

The material referred to appears on pp. 47-70.)
nator BeNNETT. The next paragraph puzzles me a little. There
is a great deal of evidence to show if imported casein has to depend
on competition from domestic casein rather than isolated soya pro-
teins, the price of the purchasers of imported casein would be much
higher than they have been in the past.

Is there any substantial domestic casein production {

Mr. BueLens. No, there is not.

Senator BExNETT. Then I am wondering if this kind of a statement
does not draw rather a long bow; in other words, there is no competi-
tion from domestic casein, so that the foreign competition cannot, in
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practice, be affected by the price on domestic casein; is that a fair
statement ¥

Mr. Buerens. Would you please repeat that statement ?

Senator BexNerr. I think you answered me a minute ago that
there is no substantial supply of domestic casein.

Mr. BueLens. Of domestic casein, that is correct.

Senator BExNETT. So, in practice, the price of foreign casein could
not be substantially affected by the price of domestic casein.

Mr. Jonuxson. Well, Mr. Chairman, this is a matter of supply and
demand of competitive materials, and we know that domestic casein,
when it was being produced, was up in a range around 50 cents per
pound. When the support price came in on milk it was cheaper for
them to take—

Senator Bennerr. Itdisappeared.

Mr. JonxsoN. For them to take the milk and put it into surplus
and operate in that manner rather than even trying to make the casein
in this country to sell it at 50 cents a pound or thereabouts.

Senator Bexnert. That is right.

Mvr. JounsoN. Now, the Comtelburo reports show that the price,
and other data show that the price, has been tied to the price on soy
proteins, and I believe that we can say that if there were not some
competition here, we say domestic caseln, if it were made at 50 cents
a pound, it is, I think, reasonable to assume that the domestic suppliers
would put that price as high as they could.

Senator BennNert. But there is no domestic supply.

Mr. JonnsoN. Reasonable: but not for practical purposes.

Senator Benxert. But for practical purposes—

Mr. Jonxson. None,

Senator BeNNErT. This statement has no effect on the current
problem?

Mr. Jonx~son. T would say not directly.

Senator BennerT. No, it has no direct effect on your problem. You
are not worried in selling soy protein about the price of domestic
casein.

Mr. Jonnson. No, we are not.

Senator BENNETT. And neither is the foreign casein supplier.

Mr. JornsoN. Well, the reason, of course, that there is no domestic
casein is that the foreign casein has priced it out of the market so
far as making domestic casein is concerned, but I think it is reasonable
to assume that if the price of casein got up to a dollar a pound you
would have domestic producers coming into the picture mighty fast.

Senator BexNerT. But you can assume a lot of other things, too.
If the price of casein, foreign casein, got up to $1 a pound, the price
of soya protein would go up awfully fast.

: Mr. Jon~soN. That has not been its history : that has not been its
ustory.

Senator Hartke. Will the Senator yield at this point ¢

Senator BrNNETT. Yes.

Senator HartkE. Is it not true that we have heard a lot of talk
about the American pricing himself out of the market, and that what
has happened to domestic casein with the price support program is
that it has priced them out of the market {

Mr. Jonxson. That is correct.
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Senator BENNETT. Is it not true that they have found a market
for milk in another form which will pay them more? They are not
priced out of the domestic market. They just simply have taken the
raw material and given it a different application.

Senator Hakrke. At the taxpayer's expense.

Mr. Huege. Yes. The market is the Government m that case.

Senator BExxert. I buy dry powdered milk, so I am sure the
Government is not the only one.

I have no further questions. Do you?

Mr. Hege. Mr. Chairman, I would like to offer one comment on
a subject yon discussed a short while ago, and that concerns this 10
percent. of the market which has been gained.

Speaking for the management of our company, and I am sure this
would be true of any. we would never make the capital investments
we have been making. or conduct the research in an effort to capture
a 20-million-pound market, were it not for the fact that we envisioned
the opportunity of supplying & market that may well be hundreds of
millions of pounds or more.

We woulgonot. be embarking upon this edible protein field, the 20-
million-pounds total, which is used today, as we estimate it, which is
merely a drop in the bucket.

Senator BENNETT. I.et me ask you just one more question. I said
I was through—do you have any other competitors besides casein?

Mr. Hror. Yes; wixeat. gluten——

Mr. JounsoN. There is another, lactalbumin, which is an excellent
one; we can even say egg white is a high source of protein, also com-
petitive, although the price is high: it is & competitor, but it is & high-
priced competitor.

Senator BENNETT. You are talking about protein as food now ¢

Mr, JounsoN. Right.

Senator BENNETT. In the industrial uses of soy protein, what other
competitiors do you have besides casein?

Mr. Jounson. Nothing in the protein field, but, of course, we are
getting into some of the new chemical developments like resins, Intex
materials, which are coming into competition as has been mentioned
earlier this morning.

Senator BENNETT. Are they generall}.;sr'oed higher or lower?

Mr. JonnsoN. They are generally priced higher at the present time,
they are being uses because of certain characteristics that are
desirable.

Senator BExXNETT. Aren't their prices coming down?

Mr. JouxsoN. I would say their prices are coming down, yes. As
a matter of fact, the people that are in competition with one another
in this field find it kind of rough.

Senator BENNETT. This isall,

Senator Harrke. Mr, Chairman, may I ask one thing?

As T understand it, this is a part of a long-range program of ex-

rimentation and development of new usesx(lrg agricultural products;
18 that right ¢

Mr. Huee. Yes.

Mr. JounsoN. That is correct.

. Senator Harree. What you are saying, in substance, is that this,
in effect, is encouraging foreign competition as opposed to your own
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experimentation and development of agricultural products in the
United States?

Mr. Huce. That is our position.

Senator HARTE. Thank you.

Senator BENNETT. Thank you very much, gentlemen.

Mr. Huce. Thank you, sir.

Senator BENNETT. Qur next witness will be Mr. Thaddeus Snell,
(zrypsum Association, accompanied by Richard Pickard, U.S. Gypsum
Co.

STATEMENT OF THADDEUS SNELL, GYPSUM ASSOCIATION,
CHICAGO, ILL.

Mr. SNELL. Mr. Chairman and members of the committee, my name
i3 Thaddeus Snell. I am a lawyer with offices at 134 South LaSalle
Street, Chicago, Ill., and I am attorney for the Gypswn Association,
on whose behalf I am appearing today in support of a 3-year suspen-
sion of the duty on casein.

Members of the Gypsum Association include all manufacturers of
gypsum products. One of the ﬁrincipal products of the industry is
gypsum wallboard sometimes called plasterboard or “dry wall,” which
1s manufactured in some 60 plants located in 26 States. The phenom-
enal growth of the homebuilding industry in recent years has been
supported by an equally phenomenal growth of dry-wall construction.
The National \Association of Home Builders estimates 82 percent of
new homes used dry-wall in 1959.

Public enthusiasm for gypsum wallboard depends upon a technique
of concealing the joints by use of a tape cemented over the joints with
an adhesive,limown as *“joint cement.”

One of the principal ingredients in joint cement is casein.

Joint cement is manufactured by nearly all gypsum companies.
It is also manufactured by many small companies as & major product
in a limited line. Joint cement uses more casein than any other indus-
try exqut paper.

I might say on the basis of information I have, I estimate at least
20 percent of the imported casein is used in the joint cement industry.

o useful purpcse would be serived by my reviewing the history of
casein production in rhis country, or the story behind the duty on
casein originally 1m(§>osed in 1922 to protect the domestic dairy
industry, and suspended in 1957 when no injury to any domestic in-
dustry from imported casein could be founci. fembers of the com-
mittee undoubtedly are more fully informed as to this history than I.

We understand that this hearing and the committee’s present inter-
est was stimulated by our three good friends who process soybeans into
isolated soy protein. As I understand it, they claim that isolated soy
protein is directly competitive with, and a substitute for, casein in
industrial uses.

Speaking for the gypsum industry I assure this committee that this
contention 18 inaccurate. Undoubtedly it is based upon their in-
complete information as to the formulation problems of industrial
consumers of casein.

Casein in joint cement serves two principal functions. It provides
a binder to hold some 15 or more ingredients together and acts as an
adhesive to cement the material to the external surface.
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Our industry has many formulations for joint cement to accommo-
date conditions and demands in various market areas. Extensive
testing and experimentation has been conducted with various combi-
nations of materials. Isolated soy protein has been and is contin-
uously being studied in cooperation with the soy protein producers.

Senator BexNETT. May I ask you at this point, is it being used ¢

Mr. SxeLL. Yes, it is. I will bring it out, and I would like to em-

hasize, if the chairman please, that we do not oppose the soy interests,

ut question only their single conclusion that they will benefit by a
reimposition of this duty. This is really the issue before the com-
mittee today.

It is generally recognized that soy protein is deficient in adhesive
qualities. It would be impossible to use soy protein entirely instead
of casein in joint cement because it. simply would not stay on the wall.
However, a combination of casein and soy protein is practical and is
used today. The relative percentage of soy protein and casein in the
formula varies, depending upon the area in which it is used and other
factors. In some, all casein is used. Others use as much as 60 percent
soy protein. From the information I have been able to collect, I
estimate that a ratio of approximately 40 percent soy protein and 60
percent. casein represents an average for the entire gypsum industry.

The proportion of soy protein to casein we use is determined by
technological considerations, not price. Therefore, reimposition of
the duty will not stimulate greater use of soy protein in our industry.
Relative use of soy protein will be increased only if technical limita-
tions can be overcome. Since some of its limitations, such as poor
adhesive qualities, are inherent in the product, there is no foreseeable
possibility of overcoming the obstacles entirely.

The industry has also experimented and field tested other formula-
tions. For example, a perfectly satisfactory formula has been de-
veloped using synthetic resins instead of both casein and soy protein
and can be put into production on relatively short notice if circum-
stances warrant.

Efforts to incorporate soy protein in joint cement date back long
before the three present producers acquired their facilities, and long
before the duty on casein was sus r?(sed, and I might say here that
I refer to three producers. There has been some indication there were
more than three producers, which is news to us, and if they are, they
apparently do not think they have a substitute for casein because
t}ll.z)('l have not approached the gypsumn industry and offered us their
product.

'We used soy protein before the duty was suspended and its use has
continued uninterrupted and without significant relative change after
suspension of the duty in 1957. During this interim no beneficial im-
provements have been demonstrated to our members by the three soy
protein manufacturers. In fact I have been told one of the three
has never been able to produce a soy protein that our industry can use.

Before and after the duty on casein was suspended, soy protein
often cost more than casein. Despite this price penalty gypsum com-
panies used soy protein for technological reasons. T){e%ut-y of 2.75
cents was not decisive. The quality of the product desired determined
the materials to be used.
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Aquisition of producing facilities by the three principal objectors
after the duty was suspended in 1957, expansion of facilitiessince that
time, and lack of awareness of H.R. 7456 from June 1959 when it
was introduced until January of this year when objections were first
raised are strongly indicative of the fact that the suspension has not
seriously injured these three companies.

The gvpsum industry already is using soy protein and its use has
remained relatively constant before the duty was suspended. We
know of no basis for assuming that reimposition of the duty will
change this pattern.

If the duty is mims)osed, the cost. of producing joint cement will
increase with eventual reverberations throughout the homebuilding
industry. Such a penalty should not. be imposed on the basis of tech-
nically unsupported speculation and conjecture.

I appreciate the opportunity of being heard and your consideration
of the testimony of this industry.

Mr. Chairman, on my right 1s Mr. R. H. Pickard, who is a chemical
engineer and is the purchasing agent of the U.S. Gypsum Co., and I
might say that he probably has had more l%?erience in the use of
isolated soy protein in building material products than anyone else
in the United States.

He has a short statement which he has prepared and, perhaps, then
the committee would like to question both of us at the same time.

Senator BExNETT. Is that satisfactory, Senator?

Senator HARTKE. Yes.

Senator BENNETT. Mr. Pickard.

STATEMENT OF RICHARD H. PICKARD, U.S. GYPSUM CO.

Mr. Pickarn. My name is Richard H. Pickard. I live at 2526 Grant
Street. Evanston, Ill. I am a chemical engineer and have been em-
E:gyed by U.S. Gypsum Co. for 18 years. One of my duties has always

n purchasing casein which we use in a variety of products but
principally in joint cement.

When the domestic supply of casein disappeared, I became con-
cerned with having only foreign sources of supply of a vital raw
material. Political conditions, foreign currency fluctuations, and
uncertain quality standards made it undesirable to purchase abroad
if a reasonable alternative was available.

I brought isolated soy protein to the attention of our research depart-
ment as a possible alternative. At first they were unable to use it at
all but, to make a long story short, after a number of changes had
been made in the product by the manufacturers, with whom we worked
over a period of nearly 4 years, its use in some formulations was made

ible. The special product developed could not just be substituted

or casein but, by varying other ingredients in the formulas, it could

be used to & limited extent in conjunction with casein. I recommended

at that time that we use the material regardless of price comparisons
with the fluctuating casein market.

Today we use as much isolated sofy Erotein in our formulations as
technically possible. In support of this statement I have attached
asexhibit A a letter from our Jﬁector of research.
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This is to myself from J. A. Robertson, and it is as follows:

I am familiar with the technical problems in using casein and soy protein
about which you inquired in your interoffice memo of March 7. In addition
I have reviewed this whole subject with Mr. Jimmy N. Walker, whom we con-
sider our expert on such matters. As you know, these products are involved
in the formulas of joint cement, texture paints, and other products using
protein binders.

We are not using the maximum quantity of soy protein possible without re-
ducing the quality of our end products.

We have literally dozens of different formulas for these products involving
variations designed to meet differing climatic conditions as well as varying
application problems throughout the country. In every instance, the usage of
soy protein in quantities larger than now authorized to replace or substitute
for casein cannot be approved because such alterations of formulas would
produce an inferior or even an unusable product.

The adhesive characteristics of soy protein are inferior to those of casein.
While soy protein does fill some other functions, these functions can also be
filled by other products where necessary to the formula, and soy protein is only
used where it will not reduce the adhesive characteristics below the functional
requirements. As an example of this problem, a formula change was recently
required in one of our products replacing soy protein entirely with casein. This
was required after we had the unfortunate experience with the product having
such poor adhesion on a large number of walls that it actually peeled off the wall
while painters were rolling a coat of paint over it. We have experienced no
similar failures with the casein formulated product.

Some years ago we used only casein but introduced soy protein in our various
formular after considerable experimentation in cooperation with the soy protein
wmanufacturers, who have done extensive reseaich in an effort to solve the weak-
ness of their product. So far, however, they have been unable to do so and
have offered no improved product which would overcome the stated weaknesses.
Consequently they recognize our reasoning for limiting the percentage of soy
protein in our products.

In the opinion of our department, soy protein is not a substitute for casein in
our usages. It has its place, serves a useful purpose and, to the extent we can,
we use it. However, its usage is determined solely by its technical character-
istics as judged by the ability of the end product to perform as required. Its
use is not determined by the comparative price of soy protein and casein.

To continue with my statement, suspension of the duty on casein
in 1957 did not affect our relative use of casein and isolated soy protein.
I have prepared a graph attached as exhibit B showing our relative
use of casein and soy protein in 1956, 1957, 1958, and 1959. You will
note that the proportions of each remained virtually constant although
in 1957 the duty was removed from casein.

In referring to that chart, you will notice that the cross-hatched
portion at the bottom of each of the 4-year bar graphs represents that
portion of our entire protein material usage wﬁircg was taken by soy
protein.

The upper half, the white portion, represent the portion used in

casein.

_You will further note that it is almost identical. It increased very
slightly in 1957 over 1958, and then maintained approximately that
identical level through 1958 and 1959, despite the fact that had the
price been a consideration, the percentage of soy protein should have
dropped after 1957 and shown up in 1958 and 1959.

_ As a matter of fact, in buying casein there is usually about a 3-month
wnelaghbecause of the time necessary to bring an 1mported product
in, it should have begun reﬂectinig-—since the price, the duty, was
groppfecll 9i;\sseptember 1957, it should have begun reflecting—about the

rst o .
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Exhibit C shows casein and soy protein usage against joint cement
production for the same 4-year period. You will note that usage
of casein and soy protein varied almost identically in direct ratio to
joint cement production, and there, referring to that chart, the bar
gragh on the left of each of the 4-year groups represents soy protein
use

The bar graph in the center represents casein used. Both of those
are applicable in comparison to each other against the scale on the
left of this diagram.

The blank column represents the output production of joint cement.
It is not scaled to the same column on the left for the reason that it
would in all cases go far above the top of the page. It is, however, in

direct ratio ﬁ(::r:‘.&year.

Senator . I will ask the chairman to yield at this point.
Is this on rate of increase in percentage or pounds

Mr. Pickarp. This entire graph 1s in pounds of usage and output
of final product.

Senator HArTKE. I did not want to leave any impression that 1
am being misled. I just want you to know that.

Mr. Pickarp. Thank you.

Our use of casein increased approximately 31 percent from 1957
to 1959 because of the increased demand for our products. It is in-
teresting to observe that importation of casein during this same period
increased only 27 percent.

Our company is interested in a variety of products in which casein
isused. For example, we use casein in emulsiogvpaints, texture paints,
wallboard laminants and special emulsions. We cannot increase our
relative use of isolated soy protein in any of these products. In some
we cannot use any soy protein, as for example, certain emulsion paints.

'We buy isolated soy protein from two of the three producers, and
here again I refer to Mr. Snell’s comment that if there are additional
producers we have not met them.

The third has not been able to develop a product we can use al-
though they have tried. We would welcome improvement in their
product and have so indicated as recently as this month when they
offered us what apparently is the same product we tested and re-
jected over a year ago.

The soy protein people have indicated that enlargement of their
production would be of considerable importance to soy growers as
an outlet for their beans. I have some knowledge of their process and
have attached exhibit D which indicates my estimate that only one-
half of the 1959 crop was consumed in manufacture of protein. It
further shows that if isolated soy protein were to replace all imported
casein—a technological im ibillt;y—it would offer & market for only
about 1 percent more of last year’s soybean crop—and here I make
reference to the last Fmph attached.

The bar on the left indicates that rather thin black line at the
bottom, the percentage, as we calculated, and I believe our figures
have agreed quite closely to those quoted today, the percentage of
the 1959 soybean crop which actually went into the manufacture
of isolated soy protein.

The bar on the right indicates the amount of that crop, the same
1959 crop, which would have been utilized if every pouncf of casein

83758—60—T7
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coming into the United States had been veplaced by soy protein, which
could not technologically occur. ) i

In brief summary, as one of the largest single purchasers of isolated
soy protein and casein in the country, I can unequivocally state that
our purchase of these two products never has been, and in the fore-
seeable future will not be, atfected one way or the other by reimposition
or continued suspension of this duty. To reimpose the duty will
simply increase our costs without benefitting the domestic soybean
industry—or the producers of isolated soy protein,

Thank you for the opportunity of appearing on this matter.,

I shall be glad to answer any questions which the committee may
wish to ask. ) _

Senator Bex~err. Before we begin the questioning, we have the
sume problem with your charts that we had with the photographs.
Could you translate these charts into n schedule?

Mr. Pickarp. T will be glad to do so, sir.

Senator Bexxerr. Then that can be printed without question in
the record.

('The documents referred to follow :)

U.8. Gypsuym Co,,
Chicago 1., April 1, 1960.
Hon. Harry F. Byen,
Chuirman, Senate Committee on Finanee,
Benate Office Ruilding,
Waashington, D.C.

Drar SENaTor ByRn: Senator Bennett, while presiding at the committee meet-
fug on the subject of H.R. 7436 on Mareh 31, 1960, was kind enough to point out
that graphx could not be reproduced in the committee records.

He suggested that the information contained in the graphs in my statement,
which was titled “Statement of Richard H. P’ickard Supporting Suspension of
the Duty on Casein”, be reduced to a form which could be reproduced.

The attached sheet covers this information. 1 respectfully submit it for
tuclusion in the committee records,

Very truly yours,
R. H. PICRARD, Purchasing Agcent.

NSTATEMENT oF Ricuawp H. Pickarp
SUPPORTING SUBPENSION OF THE DUTY ON CASEIN

Exuirir B

This i8 a bar graph titled “Relative Use of Isolated Soy Protein and Casein—
U.S. Gypsum Co.” The graph illusteates the following data which iadicates
percentage of our total protein type material usage which consisted of isolated
soy protein.

1958 .. e mmeemmmemmem—e———————m e e 41.4
1957 e ————————— = 42.6
1958 - _——— 42.3
1959 - 42.1




EXTENSION OF SUSPENSION OF DUTY ON IMPORTS OF CASEIN 95

Exuimr C

“Usage of Carein and Isolated Noy Protein Compured to Joint Cement Produe-
tion—U.8, Gypsum Co.”  ‘The exhibit consists of four sets of three bar graphs
showing the relutive usage of soy protein and easein ax compared to production
of juint cement. It Is predicated on the following figures:

Soy Caseln Ju"“t
Xy otein usuge cemen
Year pt:saue productlon
31.4 4.4 103.3
31.8 42.8 100. 2
3.0 4.4 114.0
3.4 85.9 137.0

Exuunr D

I'his I8 a chart entitled, “Portion of 1939 Soybean Crop Utilized in Production
of Isolated Noy Protein.” This consists of two bar graphs in cach of which
the full length of the bar indicates tue 1959 soybean crop as 100 percent. The
first bar shows that in 1939 actual consumption of soybeans for producing
fsolated soy protein was 0.536 percent of the boun crop.  The secoud bar indleates
if all the casein imported were replnced by soy protein the total consumption of
soybeans for both present production and the replucement would have amounted
to 1.0 percent.

Senator BeNNETT. Any questions?

Senator Harrke. Yes, I have a few, Mr. Chairman. i

As I understand it, you feel that you would like to use domestic
products if available, is that right ¢

Mr. Prckarn. Are you addressing it tome?

Senator Hartke. EKither one.

Mr. Pickarp. Yes,sir; that is correct.

Senator Hartke. And your contention is that you have not de-
veloped this product sufficiently for your use?

Mr. Pickaro. That is right.

Senator HarTkE. Perhaps we ought to get you and the soybean
people and Dr. Smith together and maybe you could come up with
something.

Mr. Pickarp. I would hope we could, sir. But we have been in
extremely close contact with all producers of soy proteins for a
matter of 10 years or so.

Senator Harrke. You disagree with Dr. Smith’s statement this
morning.

Mr. glCKARD. I would have to, based on our own research depart-
ment’s comments and results.

Senator Harrke. Have you been in consultation with Dr. Smith
of the Department of Agriculture on this matter?

Mr. Pickarp, No, sir; we have not.

Senator Hartke. Don’t you think this would be advisable under
the circumstances, if you have a sincere desire to use the domestic
product ?

Mr. Pickarp. We have fe;:i in %eneml, the producers of the product
should have a greater knowledge than anyone else and interpret outside
information for our benefit. :

Senator HARTKE. So your primary interest is not necessarily in
developing the domestic market but in utilizing whatever they can
properly sell to your purchasing department; isn't that right?
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Mr. Pickarp. That would be correct. That would be correct in
that the products that are available for sule ave the only ones in
which we have the capucity to do research and to develop.

Senator Hartke. You have had 8 years of experimentation now,
as I understand it, with this import suspension, duty suspension, isn’t
that right ?

Mr. Pickarp. Yes, npgmximately; yes, sir.

Senator Harrke. And this experiment was made for the benefit
of the consumers of imported casein like yourselves which you claim
you are one of the largest

Mr. Snewn, If I may answer that, Senator, I do not think it was
made for their benefit. It was made because the reason for the duty
had disappeared.

Senator Hartke. Now, that might be (Kmn to question in view of
the fact that there were no hearings, and I do not think it is any
more fair to assume that, than it is fair to assume that these peopla
did not interpose any objection or for what rcason they did not
interpose any objection, because thers never were any hearings on this
measure,

Mr. Sxewn. It may be open to question, Senator, but you asked for
our opinion, and that is our opinion,

Senator Harrke. Well, the statement in the record was that this
was to be an experiment for 8 years.

Mr. SyrELL. Yes, sir.

Senator HarTrE. All right.

Don’t you think it would be fair to have an experiment maybe
in reverse for 1 year and let us sco what happens if we reimpose a
duﬁ' for 1 year?

. SNELL. Since 1922—

Senator ITarTke. Would you be agreeable to such an arrangement !

Mr. Snenn. Since 1922 we experimented with a duty on casein.
I think there was adequate experimentation, and I think it is highly
significant that prior to 1957 the manufacturers of isolated soy pro-
tein were unable to show our industry how they could increase the use
of isolated soy protein, despite the fact that our research men and our
research facilitics cooperated with them for many years, probably
:)hapk, at least as far back, as 1950, in an effort to improve and increase

is use,

We sce no reason to anticipate that what they could not do in 1957
and prior thereto can now be done simply becanse the duty is
reimposed.

I tl.;:ink also it is significant that there has been no showing hore
as to how this product has been changed technologically since 1957 to
alter the sincere conclusion of our industry that we could not use any
more.

Senator Harten. But I ask you whether you would be willing to
conduct & 1-year experiment in reverse now. You have had 8 years to
your benefit.  Why not try 1 year to the benefit of the soybean people,
and see what happens?

Mr. SxrLL. Senator, to answer your question directly, no.

Senator HarTxe. All right, that issufficient.

Have you had any decrease in the price of your product since casein
import restrictions were lifted?
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Mr. Snenn. Like all manufacturers during the last few years, Sena-
tor, we have been faced with steadily increasing costs in all facets
of our production, raw materials, generally speaking, and labor and
overhead, .

Despite this fact we have been able to hold the price of casein at
the same level at which it was—of joint cement, 1 should say, at the
same level that it was in 1957, mui one of the contributing factors
to this was the fact that the duty on casein was reduced.

Senator Hakrke. Has that been passed along to the consumers?

Mr. SNeLn, It has been passed along to the consmmers in no increase
in the price of the finished product.

Scenator Harrke, The finished products have not increased in price
since 19571

Mr. Snewn. That is correct.

Senator Harrke., Of your joint——

Mr. SneLL. Joint cement; the price of joint cement has not in-
creased in price since 1957,

Senator Hawrke, 1t has not decreased ¥

Mr. SneLL. It has not decreased either.

Senator Hakrke. Where does gypsum come from that you usef

Mr. SN, Indiana,

Senator IHarrke. I am quite familiar with that; yoa might be
surprised.

Mr. SnELL. Iknow you are, Senator.

Senator Harrke. 1 am also familiar with some land you acquired
down there. Do you want to discuss that?

Mr. SxeLn. I do not know to what you refer.

Senator 1{arrke. It might be a very interesting discussion. Would
you like to discussit ¢

Mr. Snern. I would be glad to discuss anything the Senator wished
to discuss.

Senator Hartee. Well, I just do not make light of what is going
on.

Mr. Snewn. I am not, Senator. I am trying to answer questions.

Senator Harrke. There has been quite a bit of publicity in Indi-
ana, in case you do not know about it.

Lot me ask you this question : Do you import any gypsumn t

Mr. Sneun. Senator, as I indicated in my statement, there are 60-
some gypsum plants located in 26 States. There is no gypsum on
the seaboards in this country. This is a geological phenomenon, be-
cause it is & heavy product, and it is important that tho plants are
located relatively near the markets in order to give the consumers
the lowest possible prices.

Therefore, the plants that are located along the seaboards use rock
which is imported from abroad.

The plants which are located in the inland part of the country,
that is from the Appalachians to the Rocky Mountains, use domes-
tically produced, mined and quarried gypsumn, of which there is a
groat deal,

Senator Harrke. In regard to the statement, Mr. Pickard, in which
you say that it shows that this would only offer a market for about
1 percent more of Inst year's soybean crop of between 5 and 6 mil-
lion bushels, I think there might be a difference of interpretation
whether it is 5 or 6 million bushels or 8 or 9 million.
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Mr. Pickarp. All riﬁht, if I might say so, Senator, I believe the
figures are identical. statement is additional crop of 5 to 6 mil-
lion which makes a total of 9 million for the entire tonnage, 45, 50
million pounds of protein, plus the equivalent.

Senator HarTke. I am not even questioning that part of it, but
the point of it is there are approximately 8 million bushels which
did go into the Commodity Credit Corporation which the taxpayers
had to pay for, which would have absorbed gractically that.

Mr. Picxarp, Well, that portion that would have been used in the
manufacture of isolated soy protein, about one-quarter of the total

¢

Senator HarTre. About what?

Mr. Pickarp. About one-quarter of the total bean.

Senator HarTke. I understand. But that would absorb a large

rtion of that which the Commodity Credit Corporation presently

as purchased.
r. Pickarp. Well, it would absorb that portion which could be
made into isolated soy protein.

Senator HARTKE. You say it is about one-quarter of it {

Mr. Pickaro. That is roughly correct, I believe.

Senator HARTRE. Can we agree it would have helped to the extent
of on@-«i;mrter of it then?

Mr. Pickarp, Yes, it would help to the extent of one-quarter.

Senator HarTKE. I am not trying to push you back into any corner.

Let me come back to some quotatiuns here. On importation you
say that you import some gypsum ¢

Mr. SNELL. Yes, sir; we do.

Senator HarTKE. Tell me what kind of tariff protection does your
industry have?

Mr. SnewL. There is no tariff on the importation of gypsum rock.

"Senator Harrre., Of whatf -

Mr. Snecn. Of gypsum rock.

S}rn?ator Harrxe. That is right. That is crude gypsum, is that
right

{r. SNELL. Yes, sir.

Senator HarTke. Do you also import calcinated gypsum ¢

Mr. SxeLn. No, sir.

Senator HarTkEe. Is there an import duty on that?

Mr. Snert. Well, I speak from recollection, I think there is a duty
on statuary, and there is, I think there may be, a duty on gypsum
products not specially provided for in the Tariff Act of 1930, but
the details I am not familiar with. -

Senator HarTke. Would it be right to say that it is about $1.19 for
a long time? .

Mr. Sxenn. Frankly, I do not know, Senator.

Senator Harkrke. How about cement {

Mr. SxeuL T do not think I understand your use of the word “ce-
ment.” Joint cement ?

Senator HArTKE. That is right. :

Mr. SyELL. So far as I know there is no joint cement imported into
this country.

Senator Harrke. Istheren duty protection?

Mr. Pickarn. T have no idea.
H
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Mr. SneLL. T do not know either.

Senator HarTke. But there is, is there not, of $1.40 per long ton, I
think that is right—pardon me, $3.50 to $14 per ton. As far as you
are concerned, tﬁese duties could be removed, is that right ? _

Mr. SNELL. Senator, we have not so testified, and it is not a matter
we have given immediate consideration to. I would be glad to look
into itand——

Senator Hartke. I say if we are going to remove all these tariffs for
all these people, I would be glad to cooperate with you and maybe we
can arrange to get some more off.

Mr. SxeLL. Well, I would say that if there was no domestic produc-
tion of joint cement, and there is a tariff on joint cement, that it would
be appropriate to reduce it. .

owever, since there is substantial production of joint cement, if
that is the question, it seems to me it is somewhat different from the
question we are now considermg:-—"" - -.._

Senator IHakrke. Thepoint I am making here is that here isa prob-
lem where vou have.a domestic item really in competition with foreign
casein, is that right? You contend that it does not completely substi-
tute for that. .T3ut there is a disputé fram some peoplejand they dis-
pute some payt of it. I think that is a fair statement. N

The poing still remains that in spite of everything else they contend
that the duty causes a price differential, which is sufficient to keep them
out of a major portion of this market. ‘ ~

The removal of the suspension of this.duty would not prohibit you
from importing casein, would it? R \

Mr. SNELL. It would not prohibit us fram importing caseinj but it
would penalize us for doing so, Senator. t " - - !

Senatbr HarTKE. it is'a question of whether you are pgnaliz-
ing youn foreign suppliers and whether youare penalizing your domes-

tic people, isn’t that right ? » . : » /

Mr. SNeLL. No, sir; it is not.  We are not penalizing foreign su&
pliers by imposing a duty on the imiportation of casein, which would
paid by the American consumer. You areipenalizing the American
consumer, . Y \ / /

Senator Harrke. Do you have any facts to show that the consumer
benefits from that? v e

Mr. SNELL. Yes, sir; Ido. When the duty was yemoved in 1957,
the price of casein that was paid to the foreign supplier remained the
same. S o

The cost of casein to the Américan consumer dropped almost exactly
the amount of the duty that was removed, and that decrease in cost
to the American consumer has remained constant since 1957.

Senator HirTKE. Let us assume—has it not also dropped in pro-
portion to the grice of soy {)rotein ?

Mr. SxeLL. Iam sorry, I donot understand that question.

Senator HarTkE. In other words, has not the price really of casein
been pretty well tied not so much to that item as it has to the price
of soy protein ¢

Mr. SnxeLL. No, sir. We do not think there is any relation at all
between the price of casein and the price of soy protein, and I am quite
sure our Argentine suppliers are not at all concerned with the price
of sg(\i protein. It has been higher through most of this suspension
period.
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Senator Hawrke, Do you import from Poland ¢

Mr. Sxeu So far as 1 know--Mr, Pickard might answer this
better -most of our purchases are supplied by the Avgentine,

Senator Hakeke, We have had two of the Iargest. users of protein
here today, 1 mean of casein here today, and nobody gets it from
Poland.  Whaewe isall this Polish easein going ¢

Mr. Pickarn, May 1 oattempt to answer part of that question,
Senator?

Senator Hawrkr, 1 am not being eritieal, now, but just trying to
find out.

Mr. Prerarn. Wo buy easein to speeitication. Wao do not. stipulate
that it shall be from Avgenting, from Poland, from Freance, from
Germany, from Austealia, or from New Zealand.

Our interest is the quality of the easein which we purchase. Wo
buy it from American firms who import. it.

They produce a product.  Whether it is by blending or whether
they simply test to find that a product is satisfactory, they ship
that product to us,

Wo have no means of determining the oviginal source of that
waduet, wnless through some mistake a bad product arvives and we
uve to teree it back, which is an extremely rre occurrence,

Senator Harrke, In other words, then, let us gret it steajght,. You
do not know where you get all of this from{  You just assume it
comes from Argeatina :is that right ¢

My Priexarn, That is right, sir.

Sonator Harrse, That is a fair statement

Mr. Pierarn, 1 bolieve it is,

Senator Hareke, That isall Uhave.

Senator Bexyerr, Mr. Pickavd, in your statement. you quote the
incrvase in the use of your casein as 31 percent between 1937 and
19, and you say the importation of casein during this period was
only 27 pervent,

Do you have any comparable tigures for your incrense in the use
of soy proteinst ’

Mr. H‘l(‘li.\l:;\. T did not happen to work those out, but they are
roughly in the same position,

Mr Snell, did you have that ealeulation? T could work that out
and let you know. My recollection is it is approximately 27 percent,
A 27-porvent. increase, i soy protein during that same period.

Senator Bexxzerr. It must be approximately that because in your
tables in the back you show that the proportion of the two products
retiains approximately the sawe,

Mr. Iwekarn I am sovry, I did not caleulate that. My point in
that statement was to indicate the reason for the tncveased imports
of casein into the United States, was predicated on a fact we were
using more of the materials,

Senator Bexxerr, You testified that you buy yvour casein from a
broker or a supplier. Are thew some imported caseins that you
know vou cannot use?

Mr. Pickarn. There are, from experience, caseins which in our
industry we cannot use. For ex:unp‘o. those materials which orig-
mate it Australin aud New Zealand, because of the method used 1n
their production, we know we cannot use,
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Wo understand, by the same token, that the paper industry prefers
that typoe of material. .

Senator Benserr. That is interesting.  If you buy from suppliers
and you have no way of knowing the country of origin, have you got
uny ides on what basis the suppliers buy ]

Yo they buy on the basis of dealing only in France or in Australia
or in Now Zealand?

Mr. Piekanp, 1 cannot answer that question positively. T know
that some suppliers specinlize, for example, in materials from New
Zealand,  Others handle Australian materials, but almost any of
them will buy in any country where they can obtain the material
which experience has proven will give them the qualities they need
for sale to their customers,

Senator Bexserr, Do you have any iden why Polish casein has
come in Intely ¢

Mr. Priekaun, Obviously T am not completely familiar with the
varions aspeets of the foreign trada,

However, 1 do know that normally in years prior to 1959, 1958,
there has been a fair tonnage of casein imported, for example, from
France,

However, 1959, as wo understand it, and this is hearsay, T was not
there; they had a bad drought in France and the production was
virtually nil.  Thers was almost no part of the normal quantity for
expott,

“hat Teft an avea which others possibly could fill, and it is possible,
I do not know positively, that that is why the Polish casein came
into tho country in larger quantities last” year, in 1958, than had
previously.

Senator Bennerr. Has the quantity of Polish casein turned down,
orisit still declining?

Mr. Pickarn, 1 tave no idea because I do not know what part of
the easein we bought has been Polish.  Our suppliers tell us we are
primarily using Argentine casein.

Senator Bexxerr., That isall. - Thank you very much.

Mr. Sxern. Mr. Chairman, if I could make one other remark before
I leave?

Senator BENNETT. Yes,

Mr. Syenn, 1 was asked by Mr. Ken Loomis, who is executive sec-
retary of the Adhesive Manufacturers Associntion of America, if I
would say about three sentences in his behalf, if I may?

Senator BExzerr. All right.

Mr. Sxevt. T understand that this association consists of 24 mem-
bers whose business is packaging adhesives.

Senator Bexyerr. You mean adhesives to form packages?

Mr. Syern. Adhesives used on packages.

Senator BENNerT. Used on pm-lkugns.

Mr. SneLn. Now, there are three particular uses: They use casein
in making these adhesives, and he te?]s me there are three particular
uses they have for it.

3no is in the product. that they call casein ice-proof lnbel glue. He
says it is used (o glue labels on beer bottles, for example, which are in
the icebox, which ave cold and subject to high moisture conditions.

A second product is called rubber latex laminating glues, which
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are used on nonpaper applications, because the casein has a high
water-resistant characteristie,

A third use is in certain types of wood construction : as an example,
furniture, not plywoad, but furniture Im\-in,ﬁ construction of that
sort, and he tells me that beeaunse of the parvticular physieal chavacter-
istics of casein, the high water-resistance and cold-resistance of
asein as an adhesive produet, that they ean only use easein, and can
use o oy as a substitute in these particular products.

Senator Bexyerr. Thank you.

1 have a statement, the statement of George L. Prichard, Washing-
ton wpresentative of the National Soybean Processors Association.
Mr. Prichand had to leave before his turn came, so without objection,
hisg statement will be inserted in the recond at this point.

(The document referred to follows:)

RTATFMENT RY GEORGE L. PRICUARD, WARHINGTON REPRERENTATIVE, NATIONAL
NOYRFAN DPPROCES&RORR \SKOCIATION

The National Soybean Processors Association represents, for practieal pur-
poser, Al of the soybean processing industry in the Urnited States. There arve
oenrrently 37 member compuinies,

AR stated in my lotter of January 22, 19680, to the chairnian of the Renate
Finance Committee, the directors of this association adopted a resolution on
January 19, 1930, opposing any further suspeusion of the import duties on casetn.

It iz obvious that duty-free fmports of easein handicap the production and
omtinmied expansion of isolated soybean protetn usage in the United Ntates.
Bared upon imports of casein for competitive fudustrial use, the present market
can be tripled potentially from an equivalent of about 3 million bushels of soy-
beans to about 9 million bushels.

The production and potentially expanding industrial market for isolated
poteins from soybaans represents the culmination of many years of rescarch by
both Government and industry ag well as the tnvestient of substantial sums of
money. It i= pertinent to note that sweh research aud developmount of new
markets for U.R agricultural produets i= in aceord with the stated purposes of
Government research programs and of the legislation pasod by the LHouse and
the Nenate in different formis which wonld authorize Government research
programs on A& bmad seale looking to industrial usage to farm commoditios

We have heard informally that some Government agencies coneur in the
omtinued suspension of cascin duties because of the opinion that reimposition
wonld not reduce casein imports. 1€ this theory could be aevepted, then logiealty
the much publicized hudget considerations shiould lead administration agencies
to favor reimpwsition of the duties.  And, there conld be no objection to the
reimposition from a supply viewpoint.,

If. as has also been indicated. one of the major reasons for suspending casein
duties is o help our friends in South America, cousideration should be given
as to why the sorbean industry should bear the expense of this assistance.

This statemaent is intentionatly brief because the members of the National
Soybean Provessors Asseviation having a vital futerest in this stihject nre testi-
fying before the committee on LR, 743, They are presenting detailed informa-
tion as to the importance of isolated soybean proteing and can answer any
technival questions regarding its use or availahility.

In closing, ¥V wonld like to express the thanks of the National Soyboan Proces.
8OTs Asvovciation to the committee for holding this hearing to afford an opportun-
ity for the soybean industry to be heard before final action is tiken on the
saspension of casein duties

Senator Bexxerr. We have seven witnes<es.  We have been a little
verbase this afternoon: 1 think 1 have been one of the worst of the
group.

N -
Scaator HarTRE. 1 would not say that, sir,
Senator BExNerr. May we ask our friends to help us move along

Q)

so that we can finish tonight.
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The first. witness on this list is Jesse R. Smith of Armstrong Cork
Co.

STATEMENT OF JESSE R. SMITH, WASHINGTON COUNSEL, ARM-
STRONG CORK CO.

Mr. Suirie. Mr. Chairman, we appreciate the opportunity of testi-

fying this afternoon, . _
" Now, this matter of the use of cnsein versus soybean protein, I
think, has been pretty well covered by theexperts.
I do not. want to belabor the situation. 1 would simply say that we
heartily concur in the testimony that has been given by the other
industeial consumers of casein, and we nsk leave to have my short

typed statement printed in the record. o
Senator Benzerre. 1s there any materinl in your statement. that

takes us into new ground ¢ _ _ ) )
Mv. Ssirn. No, 1 think not, except one point: that if this price

situation should be dreastieally changed or considerably changed, of
even greater attraction to us that soybean protein is the possibility
of using synthetic resin latex, which could ensily displace both casein
and soxybenn protein. That comes from our production and research

people.
Semntor BENNETT. Any questions?
Senator Hawrke. T have no questions,
Semntor Ben~err. Thank you, Mr. Smith.
CFhe prepaved statement of Mr. Smith follows:)

NFATEMENT OF JESBRE R. Saurir, ArMsTRONG CorK U0,

My nome is Jesse R Smith. I nm the Washiugton conunsel and representative
of the Armstrong Cork Co, of Lancaster. Ua., with offices at 1627 K Street NW.
We ure substantinl quantities of casein in our manufacturing operations—
pirticularly in connection with the nunufacture of acoustical materials, We
bhave used caseln for many years, and have purchused 1t on the basis of price,
withont regard of whether it is fmported or domestieally produeed.  However,
a8 you know, =ince about 1051, hecause of the support price policy of the Depart-
meat. of Agriculture for nenfat dey milk, it has not been economic to produce
cnxeitt jn the United States,  Virtunlly none is produced today, Consequently,
In recent years we have been entirely dependent upon imported casein for our
requirements,

A review of consumption figures in the United States over the past 2 decades
ghows that not infrequently from 70 million to 75 million pounds have been used
in 1 year. The approximate 95 miillon pounds Imported last year simply repre-
sents the expanding industrial demand and is not startling at all. We have
used goybean protefu to a Mmited extent, along with casein, but oar future use
of roybean protein will be governed by economles and techuical developments,
always bearing in mind that quality is of prime lmportance. Of even greater
attraction, however, Ix the use of synthetic resin latex, which can displace both
cuxein and goybean protein, This is a distinct possibility and will depend on
techuleat progress and sheer economics,

Until the soybean protein Interests entered a protest against the passage of
H.R. 7450, we had not even thought that casein was a threat to the development
of thelr industry. We do not so regard It now, this subject has been discussed
by the experts in the Industry, who are here today. In the interest of conserving
the time of the members of the Senate Finance Committee, I shall not belabor this
situation, but merely say that Armst rong Cork Co. heartily concurs in the testi-
mony that bas been given by the other industrial users of casein. We feel that
the reports of the Tariff Commission and the Department of Agriculture on this
problem are entitled to great weight by your committee.
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We hope you will conclude to recommend that the suspension of the tariff on
‘casein be extended for another 3 years.

Senator Bex~err. Mr. Parker, Thomas Paint Products?

STATEMENT OF JACK PARKER, TECHNICAL DIRECTOR, THOMAS
PAINT PRODUCTS CO., ATLANTA, GA.

Mr. Parker. I am Jack Parker; I am a chemical engineer, and I
am technical director of Thomas Paint Products Co. in Atlanta, Ga.
I would like to read a short statement.

The company with which I am associated is a manufacturer of wall-
board joint cement and water thin paints.

We use imported caseins, nonedible grade, in our manufacturing

rocess.
P We have been in business 7 years. During that period we have
tried various domestic proteinaceous materials as a substitute for
casein.

Some of the materials we have used are wheat paste, bone glue,
chemically isolated soya protein, and mechanically separated soya
protein.

In a few instances the use of a small amount of one of these items
in conjunction with casein adds to the finished product.

However, we do not believe these domestic materials used alone or
in combination in the types of material we manufacture will yield a
product that will have properties on a par with one made containing
casein.

It is our feeling that there is no domestic proteinacecous material
produced that is an adequate replacement for casein in the types of
products we make.

The high price of domestic casein precludes its use.

Therefore, the addition of an import tax will not benefit the do-
mestic suA) rliers to our industry. It will add this year in our case
alone, and, bear in mind, we are a real small company, alinost $6,000
to our casein cost if the duty is reestablished at 234 cents per pound.

We hope that you will act favorably on H.R. 7456.

I would like to add a couple of other comments. Being a small
company we depend on raw material suppliers to furnish us with a
lot of our information, and the Archer-Daniels-Midland Co. is a
producer of soya beans.

Now, they were just mechanically separated, which we use, and
still use, but in their bulletins, and I quote from one of them, they
say, “If you are using one of the materials, if the material becomes
too hot and it starts to jell add casein.”

Now, in another place they give you two suggested formulas for
powdered casein paint. The first one, using soya alone, soya pro-
tein mechanically separated, is more economical. However, formqla
20114, that is one containing casein, produces & better brushing paint
with superior flow, _

Senator BENNETT. Are you reading from their material?

Mr. Parker. Yes: it isin there.

Senator Bexxerr. When you say it produces—is that your com-
ment or is that in their material?
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Mr. Parker. I will read it:
Formula 20114 produces a better brushing paint with superior flow.

I have another bulletin from Archer-Daniels-Midland that I just
picked up at a southern paint convention during this month, and the

roduce resin emulsion, and one of their suggested formulas that
just got during this month, it says for aerolene 210 gloss enamel,
white, pounds 33, gallons 3.30, casein solution, that is in 100 gallons of
this material that they are recommending, and they have recom-
mended casein and several other products.

I just did not know I was going to be allowed to come up until
yesterday afternoon, and I happened to have this at home when I
got there last night and picked it up.

The producers themselves feel that casein is hard to replace in
some instances.

Senator BENNETT. Any questions?

Senator Hartke. Have you decreased the price of your product
since 19571 ,

Mr. Parger. Our price has not increased while the cost of the bags
that we put it in and the freight rates in our price—which is a deliv-
e;ed price—and the freight rates have gone up during that perviod
of time. '

Also we have come out with, and I think most manufacturers have,
with what they call project joint cement, which is cheaper than any-
thing that was on the market in 1956 over 1957; I believe I am correct.

Senator Harrke. I have no further questions.

Senator BENNETT. Thank you very much, Mr. Parker.

As one paint manufacturer to another, I am very happy to welcome
you to the Finance Committee.

Senator HarTKE. I am delighted to find out we have two paint
manufacturers there.

Senator Bexxerr. As long as he stays out there in the South and
I stay out in the West, there will be no problem.

Senator BEnxerr. Mr. William (v, McFadzean of Archer-Daniels-
Midland Co., accompanied by Robert S. Mathews,

STATEMENT OF WILLIAM @ McFADZEAN, DIRECTOR OF CIVIC
AFFAIRS, ARCHER-DANIELS-MIDLAND CO., MINNEAPOLIS, MINN,,
ACCOMPANIED BY ROBERT MATHEWS, MANAGER, PROTEIN AND
STARCH OPERATIONS

Mr. McFapzeaN. Senator Bennett, gentlemen, in the interest of
time, I have merely jotted down some notes to shorten this up, and
Mr, Mathews, who is the manager of our protein division at Archer-
Daniels-Midland has a prepared statement, and in the interest of
time we are going tosubmit this statement.

Senator BENNETT. Do you have a prepared statement in addition
to your notes?

Mr. McFapzeax. No. Idonot.

Senator BExNEerT. You do not.

Mr. McFapzean., My name is William G. McFadzean, and I am
director of civic aflairs for Archer-Daniels-Midland Co. whose home
office is in Minneapolis, Minn.
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Archer-Daniels-Midland Co. is grateful to this committee for mak-
ing it possible for us and other interested parties to appear before
you at this time to discuss our viewpoints pertaining to the suspen-
sion of a tariff on foreign casein and the effect that such a suspension
has on the isolated soybean protein industry.

Foreign casein has been subject to an import duty since the Tariff
Act of 1922, On September 2, 1957, this duty was suspended through
March 31, 1960. .R. 7456 continues the suspension of this tariff
through March 31, 1963. It is our understanding that the original
purpose of the Tariff Act of 1922 was to protect the dairy industry,
who were major producers of casein, from foreign imports. Al-
though this condition no longer exists due to the milk price support
program which constitutes a prime inducement for converting skim
milk into products other than casein, a parallel situation does exist
withii. the soybean industry as producers of soybean protein. Do-
mestically produced soybean protein is in direct competition with
duty-free foreign casein.

The Department of Agriculture and private industry has expended
large amounts of money over the past 20 years in research and develop-
ment of industrial applications of the soybean crop. As an exampﬁa,
it is our understanding in 1959 the U.S. Regional Laboratory at
Peoria spent $893,000 on research in the soybean industry. It seems
inconsistent to us that we would on the one hand carry on extensive
research and development for the growth of the soyﬂe:\n industry
and at the same time subject products of this research to duty-free
competition.

I believe that it is important to note at this point that the Senate
bill S. 690, section 4(e), page 7, lines 4 through 8, reads as follows:

To extend suitable incentives to farmers or to industry to hasten the estublish-

ment of a new crop or of a new industrial use, or to expand present industrial
and commercial use, where such appear likely to lead to durable additional

markets.

This quotation, we believe, is apropos of the position we have taken.

Production of soybean protein for industrial use is being increased
by ourselves and we believe others in the industry. In order to main-
tain a favorable climate for continued expansion we urge the rein-
statement of a protective tariff on casein. In addition to industrial
use, expansion nto the edible field is directly related to healthy mar-
keting of industrial soybean protein. It should be pointed out that
at this time edible soybean protein is not a factor in the casein-soy-
bean protein controversy, however, if the climate for industrial soy-
bean protein is improved, the development of edible proteins will
far surpass the industrial usage.

Whereas the soybean protein market is faced a‘ present with duty-
free casein, we find our domestic soybean protein subjected to a duty
of 20 percent by Canada and other United Kingdom countries and
by even heavier duties by countries who are larger casein producers.
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We wanted to get this into the record and, as I say, in the interest of
time, we would like to turn over Mr. Mathews’ brief for the record.
I would like to ask permission for Mr. Mathews to make a comment

on the last testimony. i
Senator Bexxerr. We would be very happy to have it, Mr. Mathews.
Mr. Marews. T would like to comment on the formulations which

the previous witness gave. I believe those formulations were for soy

flour paints and not isolated protein.

Senator Bex~xerr. Maybe you had better get hold of your customer
before he puts the wrong thing in the paint. [Laughter.] .

Mr. Matiews, In regard to the other comments on the addition of
casein to a formulation, this happens to be a product of another divi-
sion,and I was not aware of it. )

Senator BeNNETT. You are with Archer-Daniels, and this was

Midland.

You should not joke with these people. For the record this is one
of America’s finest oil producers, producers of drying oils, and m
company does a lot of business with your company, and has hig
respect for your product and your ability.

Mr. MaTHEws. Thank you. _

Mr. McFapzeax. Mr. Chairman, it seems appropriate to point out,
however, that the last speaker did refer to soya flour, and we recognize
that this is not isolated soybean protein.

Senator BENNETT. As I say, 1f he does not recognize the difference,
somebody from your technical department had better get to him before
he spoils a lot of stuff.

Mr. McFapzeay. I assure you if he uses Archer-Daniels soya flour
he won’t spoil his product.

(The prepared statement of Mr. Mathews follows:)

MARKETING AND TECHNICAL ASPECTS OF ISOLATED SOYBEAN PROTEIN

Senator Byrd, Senators and gentlemen, my name is Robert Mathews of the
Archer-Daniels-Midland Co., Minneapolis, Minn, I am manager of protein and
starch operations for my company.

For the past 60 years, the Archer-Daniels-Midland Co. has been a leader in
the merchandising and processing of agricultural products. Areas in which
we have made contributions to industry include the development of drying oils,
paint vehicles, resins, industrial flours and proteins, plasticizers, core oils and
binders, flax fibers, fatty acids, fat derived chemicals and starches. These
developments are all products of industrial research and development and
represent substantial capital investment and increasing payrolls at 17 plants.

Early in 1957 we opened negotiations with the Drackett Co. for the purchase
of a plant to produce isolated soybean protein. Five factors heavily weighed
our decision to purchase the Drackett protein operation in July 1957.

1. We were basic in soybean processing affording a continued supply of high
quality raw material to manufacture isolated soybean protein.

2. We had technical and production know-how and a marketing organization
to develop new products and broaden our industrial base,
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8. Markets for {solated protein indicated a satisfactory return on Investment,

4. Competitive products; namely, Imported casein, were subject to a duty
of 2% cents per pound offering a degree of protection to domestically produced
{solated soybean protein,

6. Isolated soybean protein could be produced to more rigid quality specifica-
tions than other proteinaceous materlals and with a more sultable price structure.

On September 2, 1057, the duty on Imported casein wus suspended through
March 31, 1960. At no time during negotintions were we aware of legislation
pertaining to caseln tarifts or changes in the established duty of 23 cents per
pound. Increasing nmounts of casein were brought in duty free from Argentiuna,
Australin, New Zealaind and Poland.

Competition in the marketplace between imported casein and isolated soybean
protein in our expertence centers in four distincet areas of industrial application,

Percent

1. Paper coatIngs. oo ——
2. Paint and wallboard coatings . o oo cceemaem 14
3. Tape Joint cements_____.___ e ——————— e mmm——— - ————————— 10
4, MISCOHRNECOUS e e e e eccece—cceccea~—————— e —————— — 8
V) €11 P e —————— e ————————————— e e e o e 100

Isolated soybecn protein and caseln may be used alone or in combination in
all four of these applications (n varying percentages dictated by the demands
of the trade, preference of the manufacturer through experience or equipment,
or by price relationships, The function of casein or isoluted soybean proteln
varies in each of these applications.  In paper coatiugg, it forms s protective
and decorative continuous tilm on the surface of the paper and presents a
uniforin substeate for printing. 1In paint it functions as a protective colloid in
water-based latex paints and contributes to viscosity control and stability.
In tape jotut cements it acts as an adhesive and binder.  Miscellnneous appli-
cations such as shoe dressings, stabilizers and mastics may call for one or all
of the above basie properties,

It has become tnereasingly obvious to us in serviciug the paper-conting
fudustry that protein and casein can be used Interchangeably, and the choice Is
for the most part in favor of the lowest cost material. A snlesman’s report
dated Junuary 28, 1960 quoting a large paper conter who switched from isolated
protein to casein is as follows: “With the price of protein higher than casein,
the mwerits of protein vanish, They feel they can make all grades of paper
with cusein as they did before they ever used protein.”  Another report dated
March f, 190, on nt Midwest coater is ax follows: “Casein still chenper than
protein.  Would be interested in higher solids conting with possible higher
netchine speeds. Will work with technical director but feel price is thing which
will nake them move,”

The relationship boetween the price of casein and domestically produced iso-
lated sovbean protein is shown in exhibit “A.”" Price fluctuations on ¢nsein are
constderably wider than protein—particularly in the 1951--532 period when they
soinraed to d9'e cents per pound due te the Korean war or the whims of the
government of the exporting country. The volume of easein brought into this
country Is shown in exhibit “18.” Imports have almost doubled i the past 9§
yoears and increased 22 percent in 1938 over 1057 when the tariff was suspended,

Exumntr B.—U.S. Imports—Cascin, Lactarcne NSPF

[Pounds)
) E4 1 | I 7% D BET) L1 £ S, 74, 480, 028
b 1101 S RN 1140 I £ 0 | SR 70, 673, 152
I e O, N3N, B 18T - e T4, GO4, 090
b L8 r S I BT TN RS £ Iy S 91, 263, 368
100 e e D9, 832, 790

Source : Bureau of Census FT-110.

In addition te the industrial applieations of {solated foybean protein, the fleld
of edible proteins represents a challenging potential.  The technology and
development necessary for marketing nutritious funetional proteins is costly and
time cousuming.  Basic procedures and equipment are common to both products,



EXTENSION OF SUSPENSION OF DUTY ON IMPORTS OF CASEIN 109

= Aresmtine capota boriars
Dock Bev Yark City) - Nid} -
AR 1T -T-.i baRLor .'-, ,h“ P:::F"I
) "} < Beolated oy Protels ¢ Deliversd -
-10 T Je} = ~.~.‘&t..t~--f- T T

.w

N S SR S DR N A 1 ol B N S I
A8 'k ‘30 ‘5L 'R ‘53 'Sk 'S5 6 ‘ST 'S8 ‘59 ‘60

but to encourage this development requires a healthy marketing climate for indus-
trial proteins.  We have plans on the bonrds at the present time for the manu-
facture of edible soybean protein.  Of more immediate concern is an expansion
increasing our production of industrial protein. This additionn] capacity will
be available next month.  We can't sell it abrond—the tariffs are too high,

Senator BennNerT. The next witness is Mr. Jake Hartz, Jr., of the
Jacok Hartz Seed Co.

83758—60——8
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Mr. Hartz subsequently submitted the following telegram in lieu of
appearing.)

Senator J. W. FULBRIGHT,
Scnrate Office Building,
Washington, D.C.:

Reference your wire notifying us of hearing before Finance Committee on H.R.
7456 Thursday of this week impossible to attend as farming operation underway
and besides lLearing called rather fast for a farmer giving me very little time
prepare statement let alone stop tractors aand travel the distance to Washington.
Please enrer this statement:

My name is Jake Hartz, Jr., soybean. rice, and cattle farmer at Stutizart,
Ark. Our furm has been produciung soybeans since 1936 and my father has been
connected one way or another with soybeans since 1927. We have seen our State
i.icrease its soybean production from 20,000 bushels to 56 million bushels during
this period of time. Over 2 million acres growing soybeans in our State re-
placing those acres of cotton and rice which are now under aliotment. Without
this increase production of a crop that has a free market and brings cash to us
farmers we would have long ago stopped operations. A soybean farmer is unlike
any other farmer although he may be the same man as termed a cattle farmer,
rice farmer, or corn farmer, but he thinks differently about soybeans than he
does his principal crop. We soybean farmers have asked for very little from
the Government as this has been one of our peculiarities. We have considered
soybeans a cash crop that we can go to the marketplace and sell any day we
take the notion. We feel soybeans are the only free crop that a farmer has
left and we do everything we can to protect this crop. We have continued to
reduce our supported price so we might be competitive in all markets and
because of this realistic position we have been able to keep burdensome surplus
out of Government storage bins. In other words, we have produced for the
market and not for storage bins. Now our soybean industry along with Govern-
ment research have spent large sums of money to produce a product from
soybeans that will give added acres of production to this crop but being a new
product costs paturally are higher than its competitor casein. After we spent
time, effort, money, on research should not we give the farmer and industry
some protection on these imported products at least until production has reached
a profitable basis? Soybean farmers belleve in free markets but our casein
friends won’t permit us to ship our products into their country duty-free. As
an example importation of vegetable oils into this country were on a duty
basis but after our industry became established and the farmer obtained the
know-how to produce a profitable yield we farmers helped to remove this
import duty on vegetable oil and at present all oil imported to the United States
is duty-free. Is it unfair for us to ask for a little time to meet this competi-
tion as a producer? I request you renew a duty of at least 8 cents per pound on
imported casein s0 we might expand in this important market. I realize the
farmer has been talked about and every newspaper in the country can tell you
what a good thing farming is but you don’t see any newspapermen running to
the farms. We need every market we can get and it's up to you men to help
us get these markets and keep them. Thank you for the courtesies extended our
Senator and for letting me make this statement.

STUTTGART, ARK., March 30, 1960.

JARE HARTZ, Jr.

M"lYe will go to the next witness, Mr. Bradshaw Mintener, of General
ills.

STATEMENT OF BRADSHAW MINTENER, ATTORNEY, GENERAL
MILLS

Mr. MinTeENER. Mr. Chairman and members of the committee, my
name is Bradshaw Mintener, and I represent General Mills as their
attorney at this hearing today.

My office isat 1741 K Street, in the city of Washington.

I am instructed to state for the record and for the information of
this committee that General Mills is strongly opposed to the passage
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of H.R. 7456, and I would also like to state for the record, in view of
some of the testimony that has already been given, that General Mills
is now engaged in a joint venture with the J. R. Short Milling Co. to
build a new plant which will produce this isolated soy protein.

It probably is one of the new producers referred to in Secretary
Morse’s letter, I believe, and some of the other testimony here today.

We feel that the reimposition of this duty will assist us in this new
venture. Thank you.

Senator BENNETT. I think you should get acquainted with the gyp-
sumboard people who do not know you exist, yet.

Mr. MintENER. I will do my best to get acquainted with them and
they with us.

S};nator Ben~err. Thank you.

The next witness is Mr. Charles Wascher of the Louis Dejone Co.

(Mr. Wascher did not appear.)

I will pass the obvious pun on that one, and we will come to Mr.
"Charles M. Fistere of the Dry Milk Institute.

STATEMENT OF CHARLES M. FISTERE, ATTORNEY, AMERICAN DRY
MILK INSTITUTE

Mr. FisTere. My name is Charles M. Fistere, attorney for the Amer-
ican Dry Milk Institute. My office is at 1012 14ti Street NW.,
Washington, D.C. Because of the shortness of notice for this hearing,
a representative of Land-o-Lakes Creameries, Inc., a member of the
American Dry Milk Institute who ordinarily would have appeared is
not able to be here and I make this statement in lieu of his appearance.

We respectfully request your committee to consider limiting any
continuation of the free importation of casein to that product which
is used for industrial purposes by adding a proviso to H.R. 7456,
as follows:

H.R. 7456 is amended by adding after “1963” the following:
Provided, howcver, That temporary free importation of casein shall not apply
to casein for human food use.

During the past 10 years, the Dairy Institute in conjunction with
other food industries which use its product., has been developing uses
for milk proteins in the form of concentrates such as the caseinates.
These products are from skimmed milk, one of the important changes
being the removal of the lactose. There is now a very considerable
demand for these proteins. This demand, of course, has been utilizing
increasingly large quantities of domestic skimmed milk.

_During the past 3 vears, however, it has been evident that substan-
tial quantities of technical or industrial grade casein imports to the
United States arve being reworked and converted in this country to
edible grade uses. .\lthough statistics are not readily available, trade
information also indicates that substantial quantities of lactalbumen,
another skimmed milk praction, are entering the country and being
used for edible purposes. Efforts to secure exact figures have been un-
availing, but developing sales resistance to the movement of domestic
production of milk proteins indicates a substantial availzble supply of
imported proteins at prices which cannot be met by American pro-
ducers, considering the support prices in effect by the U.S. Department
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of Agriculture. The particular uses into which this imported casein
is finding its way are:

Meats (particularly various sausages)

Cereals (brenkfast cereals particularly)

Pharmaceuticals

Dietary food preparations
The imported product is also replacing nonfat dry milk itself in some-
of these fields.

The dairy industry is not asking for the reimposition of the tariff’
on proteins for industrial use; but we are disturbed when such im-
ported products are reworked in this country and converted for human
consumption applications. Since there is no liniitation on the amount
of imports of casein and lectalbumin, the Government-established
quota on nonfat dry milk stmply, in practical effect, means only a limi-
tation on the import of lactose. Menmbers of the committee may know
that casein and lactalbumin are the principal proteins of nonfat dry
milk; the remaining being milk sugar or lactose. There is a quota of
1,800,000 pounds of imports of nonfat dry milk. By computation, it
may be seen that the lack of any restriction on edible grade casein and
lactalbumin in effect nulliies the objectives of establishing a quota on
nonfat dry milk. Imports of only 500,000 pounds of casein for edible
purposes and 100,000 pounds of lactalbumin is approximately the
equivalent of 1,700,000 pounds of nonfat dry milk,

I believe that currently we are importing about 100 million pounds
of casein.

I have heard it said at the hearing today that that figure is more
nearly 94 or 95 million, and certainly I accept that.

Trade reports would indicate about 25 percent of these imports or
25 million pounds are presently entering food-use channels.

The amendment which has been proposed would still permit the free
importation of casein for all industrial uses. The United States has
long since lost its casein business for industrial use due to lower priced
imk)ox'ts.

All the amendment would do is to reinstate the tariff which is
used in human foods. While we recognize that the duty of 234 cents
L)er pound on casein would not solve the problem completely, it would

ave the effect of enabling the identification of casein which goes into
food use and assist the Food and Drug Administration in keeping
out of the channels of trade, proteins produced under conditions
which do not compare with the food-grade milk proteins produced in
the United States. Customs could and should require a certification
by the importer that the product is not for food use and, in turn, the
importer himself should be required to give appropriate notice to his
customers that the product is for industrial use and no duty paid.

I appreciate greatly the opportunity of appearing before your com-
mittee and ex]press the hope that the amendment suggested will have
your approva

I would like to say one additional word, Mr. Chairman, in connec-
tion with my appearance here today.

The National Milk Producers Federation, which has a great in-
terest in this matter, supports the position—and I have been instructed
and authorized to say that they do—the position which I have taken
here today.
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I would also like to say that the National Creameries Association
also supports this position, and its executive secretary has addressed
individual communications to some members of the committee sup-
porting this position and suggesting an amendment which I under-
stand Senator Aiken had in mind the day before yesterday offering
on the floor but desisted from doing it because of this hearing.

I hope serious consideration is given to that amendment of Senator
Aiken's.

Senator BENNETT. Any questions?

Senator Iarrke. Let me ask you—as I understand it, you are not
re:n.ll?y opposed to the removal of the suspension in its entirety, are

you ¢
? Mr. Fisrere. We simply ask, Senator IHartke, that the duty be re-
imposed on that casein which goes into food use.

Senator ILikrke. I understand your position, but don’t you think
in all fairness that you would either be consistent and have it for
anyone else, that it should be uniform and not just signifying one
particular segment of our economy ¢

Mr, Frstere. T am certain from what I have heard here today that
there ave those who are more intimately familiar with the industrial
uses of casein, and I would not. spenk for them because, as a dairy
industry, we certainly have no interest in the matter.

Senator Harrke. Are you expressing the opinion that you think
that the suspension should be continued on behalf of inedibles?

Mr. Fistere. 1 would say this: We certainly would not be opposed
to a reimposition of the tariff on industrial casein as well as that
casein which goes into food use. But in view of the fact that interest
is in the food use

Senator HArTKE. Yes: I ean understand that and T appreciate that.
In other words, as it stands now if no new measure is introduced what-
soever on July 1, this tariff will be reimposed.

Mr. Fistere. I understand that to be so.

Senator 1IArTKE. And then no amendment will be necessary.

Mr. Fisrere. I understand that.

Senator HarTkE. And you would be satisfied ?

Mvr. Frstere. I certainly would.

Senator HarTre. Is that right?

Mr. Fistege. I certainly would be.

Senator HarTke. Thank vou. Thatisall.

Senator BExNETT. I would just like to ask Mr. Fistere, in your
statement you say—you make the basic point—that some of the ma-
terial imported is reworked in this country and converted for human
consumption,

My, Fistere. Yes, sir.

Senator Bex~zerr. Can you get from one of the associations you
represent. the approximate cost of reworking inedible casein into
edible—into an edible product? Certainly there are some costs. Can
you get. that information and supply it for the record ¢

Mr. Fistere. I certainly will make an earnest etfort to do it. At
the moment I am not certain where I will go for it, but I will make
that effort and do my best to get it and supply it for the record.

Senator BEx~zerr. [ would think that one of these three associations
to which you have referred today could supply it to you.

Mr. Fistere. I think I can very quickly get it.
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(The following was subsequently received for the record:)

Law OrrFiCES oF FISTERE & HARBERTON,
Washington, D.C., Aprit $, 1960.
Hon. WavrLace F. BENNETT,
U.N. Nenate,
Washington, D.C.

DeaAR SENATOR BENNETT: While testifying on ILR. 7456 last Thursday you
inquired as to the cost of reworking the imported casein into food grade casein-
ates. I respouded by =aying that I would eudeaver to secure this information.
I have been told by competent production men whe have knowledge of this
subject that the process will vary depending upon capacity of the reprocessing
equipment, the condition of the imported casein and the characteristics of the
desired end produet,

In general the provess consists of aud treating with a mild alkali bringiog
it toa pH of 7, heating, redispersing in water and spray drying,

The cost could be as low as 3 or 4 cents per pouid or as high as 7 cents.
The range would depend on the quantity handied and the condition of the
starting product.

I trust this information will be helpful in your deliberations relating to this
legislation.

Sincerely yours.
CiARLES M. FISTERE.

Senator Bexxerr. Well, gentlemen, we have come to the end of
our list of witnesses, and because these hearings have been operating
under pressure of time, we will adjourn them now, but we will be glad
to accept for the record any material than can be made available to
use not later than the opening of business Monday morning, because
the committee may meet Monday to discuss this problem. So any-
thing that comes to our hands by 9 o’clock Monday morning can find
a place in the record.

With that, the hearing is concluded, and the meeting is adjourned.

(By direction of the chairman, the following is made a part of
the record :)
New Yorg, N.XY., March 29, 1960.

Mrs. ErLizaseTH B. SPRINGER,
Chief Clerk, Scnate Finance Committee.
New Senate Office Building, Washington, D.C.:

Retel advising of public hearing on H.R. 7418 concerning suspension of duty
on import of casecin. Cannot have representative appear due to short notice,
but wish to go on record as strongly favoring continuance of suspension of duty
on import on casein as being of considerable benefit to domestic manufacturers
of paper and of no harm to domestic suppliers of casein. Possibly a repre-
sentative of American Paper & Pulp Association will appear in favor of sus-
pension of tariff and this representative will speak for us.

LEONARD A. SCHULMAN,
Kupfer Bros. Co.

KUPFER Bros. Co.,
Northbdridge, Mass., January 11, 1960.
Hon. Jou~ F. KENNEDY,
Scnate Office Building,
Washington, D.C.

DEAR SExaTor: It is our understanding that a biil will be hefore the
Senate during this present session which will call for a continuation of the
exemption from customs duties of casein imported from abroad. Casein is a
dairy product which is one of the principal ingredients in coated paper manu-
facturing, which is our business.

It is also our understanding that the U.S. dairy industry is pressing for a
reimposition of the tariff on casein, which we feel can only work to the disad-

vantage of the coated paper industry.
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It seems strange that the dairy industry should press for the reimposition
of this tariff, since they have very evidently never been particularly interested
in the sale of casein which is more or less of a byproduct of the dairy iudustry.
In all our years as coated paper manufacturers, we have practically never been
solicited for the purchase of domestic casein in plice of our imported casein,
and on the very rare occasions that this has appeared, the price for domestic
casein has been tremendously higher than that of the imported, even when a
U.S. tariff was being assessed uapon imported casein.

Accordingly, we would like to urge you to vote for the continuation of the
exemption from tariff of imported casein for the reasons, first, that the dairy
industry of the United States doesn’t seem to be really particularly interested
in the sale of casein, and second, that the imposition of the tariff wounld still
not result in any extra business to domestic casein producers.

Yours very truly,
LEONARD A. SCHULMAN.

PLAINWELL, MICH., March 29, 1960.
Mrs. ELizABETH B. SPRINGER,
Chicf Clerk, Nenate Finance Committee,
Neiwe Senate Ofice Building, Washington, D.C.:

Regret time does not permit personal appearance. For record U0 tons
foreign casein purchased each year by Rex Paper Co. does not represent com-
petition to U.S. dairy interests. Cowmpetitive protein product is not satisfactory
for our purpose. Sincerely request continued suspension import duty on foreign
casein.

Rex Paprr Co.,
- J. E. LEAN,
Precgident and General Manager.

Rex Parper Co.
Kalamazoo, Mich., January 11, 1960,
Hon. Hagry Froop ByRb,
Chairman, Scuate Finance Committee,
Congress of the United States,
Washington, D.C.

DeArR SIR: May I call your attention to H.R. 7456—a bill to extend for 3
years the suspension of duty on imports of casein? At the present time I
believe this bill is receiving the attention of your committee,

For some time, the paper industry has been heavily dependent upon the
Argentine for imports of casein. I will not bore you with the details of the
casein industry except to point out that at the present time there is no con-
siderable competition with Argentine casein. Nome small lots are sent in
from Australin, New Zealand, Poland, and France. Most of them are more
expensive than the Argentine casein, and are of lower quality for the purpose
for which the paper industry uses casein.

There is no competitive industry in the United States. There if a casein
industry, but it is small, and the cost of its products, except for highly specialized
purposes, is entirely out of reach for the paper making industry.

Certainly, the application of any import duties on Argentine casein or any
imported casein would be more detrimental than beneficial. Except for a
punitive purpose, an imiport duty would scarcely assist the dairy industry since
the papernmkers and gluemakers, who buy the greatest bulk of Argentine
casein, would simply switch to alternate products.

Since your committee does not have in its membership a Senator from Michi-
gan, I am appealing to youn as chairman of the Senate Finance Committee. An
appropriate letter will be written to each of the Michigan Senators with the hope
that they will see fit to support the papermakers’ position.

Best personal regards.

Yours very truly,
J. E. LEAN,
President and General Manager.,



116 EXTENSION OF SUSPENSION OF DUTY ON IMPORTS OF CASEIN

Sr. PauL, MINN., March 29, 1960,

Senator HareYy F. BYRD,
8enate Office Building, Washington, D.C.:

Understand certain interests opposed to continuance of suspension of tariff
on casein claim Dairy Record opposed to continuance of suspension and are
using statements out of context of editorials as basis of claims. Dairy Record
urges continuance of suspension of tariff for industrial usage. We are opposed
to duty-free imports of industrial casein which are converted to edible usage
and recommend food and drug administration, in cooperation with industry,
set up standards of quality for edible casein imports and urge passage of legis-
lation prohibiting conversion of imported industrial casein for edible usage.

DaIry RRECORD,
E. J. Gorpon, Editor.

Naiwnan MILK PRODUCERS IFEDERATION,
Washington, D.C., April 1, 1960.
Senator HarrY BYRD,
Chairman, Scnate Finance Committce,
U.S. Scnate, Washington, D.C.

DEAR SENATOR BYRp: This is to express our apreciation to you and members
of the Senate Finance Committee for your willingness to recousider the pro-
posal to extend for 3 years the suspension of duty on imports of easein.

It appears that under the existing law authorizing this suspension of duty,
a quantity of the imported casein is being used for food purposes, This is
inconsistent with the intent of Congress and with the policies of our federation.

The Naticnal Milk Producers Federation supports the amendment to H.R.
74568 proposed by Senator Aiken to make clear the intent of Congress. This
amendment exelpts *“. . . casein intended for human food use” from the sus-
pension of import duty on casein. If this were to become part of the law, this
woild clearly establish the intent of Congress that the suspension of duty is
applicable only to casein imported for industrial use purposes.

In support of our recommendation, we respectfully point out to the committee
that unless the amendment referred to above is adopted, the amount of imported
casein that would go to food uses would adversely affect the dairy price support
program administered by the U.8. Department of Agriculture, since this casein
would displace domestically produced skim milk used {n the production of casein.
This would increase the amount of domestically produced nonfat dry milk
powder purchased by the Commodity Credit Corporation, under the price support
program, and increase the cost of that program.

Sincerely,
E. M. NortowN, Scerctary.
U.8. Grrsvx Co.,
Netw Orlcans, La., March 11, 1960.
Re H.R. 7456.

Hon, ALLEN J. ELLENDER,
Senate Office Building, Washington, D.C.

DEAR SENATOR ELLENDER: As manager of the U.S. Gypsum operation at New
Orieans. La.. I would like to call the above bill to your attention.

This bill is of serious concern to us and nltimately to all interested in home
building. The facts are smnmarized on the enclosed sheet.

Casein in joint cement is used with gypsum wallboard, our prinecipal product,
in nearly all home construction and remodeling. Passage of this bill by the Sen-
ate before March 31, will benefit home building.

The duty was first suspended in September of 1957. H.R. 7456 was introduced
June 1, 1959. Despite nmple time to be heard. certain intercsts are now reported
to be claiming that they have not had a chance to present an argument as to why
this bill should not pass. Whether this tardiness is due to lack of interest or the
abserce of any real injury, it seems to me that the many iuterests which would be
adversely affected by failure to pass this bill, should not be penalized because of
their lack of diligence.

Moreover, no domestic industry has been injured by suspension of the duty
during the past 3 years on the casein we purchased and there is no basis for
anticipating any injury to domestic industry during the next 3 years.
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" We sincerely hope favorable action will be taken by the Senate on H.R. 7456

before March 31.
Yours very truly,
d. L. Haywoop, Works Manager.

NATIONAL GYPsUuM Co.
Good Hupe, La., March 11, 1960.

HoN. ALLEN J. ELLENDER,
Scnate Office Building,
Washington, D.C.

Drar SENATOR: We are directly interested in H.R. 7456 which provides for
an extension of the suspension of the import duty on easein.

Casein is an important raw material used in the manufacture of products
produced in this plant. Any increase in the price of casein will adversely affect
our production costs and, therefore, affect the prices of products used in home-
buliding and construction.

In regard to the soybean industry, we understand that all of the isolated
soy protein produced domestically has been sold by the producers during the
past few years and the quantity produced approximates existing capacity. There-
fore, it seems fair to conclude that the soybean industry has no real basis for
entertaining any hope of benefiting from reimposition of this duty.

We understand the Department of Agriculture and the dairy industry do not
oppose this bill because the domestic production of casein is practically nil due
to the non-fat dry milk price support program which guarantees milk producers
approximately twice the return for non-fat dry milk as the world price of im-
ported casein.

We are hopeful that you will find it possible to support H.R. 7456, as the im-
position of this duty is strictly inflationary in character.

Sincerely,
H. B.

HaLL,
Manager, Good Hope Plant.

NaTtioNnAL GypsuM Co.
Westwego, La., March 11, 1960.
HoN. ALLEN J. ELLENDER,
Senate Ofice Building,

Washington, D.C.
DEAR SENATOR: Mr. Hugo Hall, plant manager of our company’'s Good Hope,

La., plant, has addressed a letter to you requesting your support of H.R. 7456,
a bill to extend from March 31, 1960, to March 31, 1963, the suspension of im-
port duties on casein.

As plant manager of the Westwego, La., plant of the National Gypsum Co.,
I also urge your support of this bill for the reasons set forth in Mr. Hall's
letter.

Very truly yours, C. OLsEN
Plant Manager.

NaATIONAL GYPsuM Co.,
New Orleans, La., March 10, 1960.

Hon. ALLEN J. ELLENDER,
Senate Office Building,
Washington, D.C.

DeAr SeNator: Mr. H. B. Hall, plant manager of our company’'s Good Hope,
La., plant, has addressed a letter to you requesting your support of H.R. 7456,
a bill to extend from March 31, 1960, to March 31, 1963, the suspension of import
duties on casein.

As plant manager of the New Orleans, La., plant of the National Gypsum
l%.éi‘:e I also urge your support of this bill for the reasons set forth in Mr. Hall’s

r.
This is another way in which you can help combat inflation.
Sincerely,
B. L. KIERNAN,
Manager, New Orlcans Plant.
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PHILADELPHIA, I’A,, March 30, 1960.

Hon Hagry F. BYrp,
U.N. Scnate, Washington, D.C.:

Referring to 1I.R. 7436, the farm ceconomy has profited immensely from the
steadily increased utilization of soybeans. Vigorous rese¢arch has opened sub-
stantial new markers such as isolated soybean protein now provides. May I
express the personal hope that Coungress will reject the proposed renewal for
duty-free imports of competitive caxein. The industries which have invested so
effectively in research to expand soybean uses deserve fullest encouragement

to increase their efforts,
WHEELER McMILLEN, Farm Journal,

APRIL 1, 1960,

SENATE FINANCE COMMITTEE,
U.8. Scnate, Washington, D.C,

Dear S1ks: Sheflield Chemical Sealtest Foods Division, National Dairy I'rod-
ucts Corp., hereby submits a statewent in support of H.R. 7456, a bill to suspend
import duty on casein.

For the past 10 years, Sheflield Chemical has been the leading manufacturer of
casein products in the United States.

The remwoval of import quotas on casein caused Shefliecld severe hardships.
Efforts were made by the casein manufacturers to reestablish quotas, and a
petition was submitted on April 14, 1953, to the U.S. Department of Agriculture
requesting such restrictions., A similar petition was submitted on May 26, 1953,
to the Banking and Currency Committee of the U.S. IHHouse of Representatives.
These petitions and several appearances before various House and Senate Con-
mittees failed to produce any action by Cougress.

Due to the competition of unrestricted imports of casein, Shetticld discontinued
the manufacture of casein at the Canton and Boonville plunts located in New
York and Vergennes, Vt.

During the above period Sheflield conducted extensive research to find addi-
tional uses for cusein. The manufacture of caseinates was successfully devel-
oped. During 1956 a foreign manufacturer began to produce these products
for sule in the United States in direct competition with such products. Shortly
thereafter (1957) the import duty on casein was suspended creating a further
disadvantage and removing the last remaining protection for domestic produc-
tion. The foregoing illustrates the difficulties which this company has ex-
perienced during the last 8 years with respect to changes in regulations effecting
the importation of casein.

After the suspension of duty, Shefield went to considerable expense to convert
its operation to the manufacture of caseinates from imported casein. To impose
a duty will raise the cost of casein and thereby cause Sheffield to discontinue this
phase of operations.

We understand the milk industry feels that the caseinates are supplanting the
use of nonfat dry milk ~olids in many areas. We do not now have a single
customer using caseinates in a product where skim milk powder could be used.
One need only to look at the economics to see why this is so. Skim milk powder
is selling on a delivered basis at approximately 14 cents per pound while sodium
caseinate is selling at 37 cents to 40 cents per pound. Obviously no one will use
caseinate if skim milk powder will do the job. What we do find, however, is
that sodium caseinate is used in addition to skim milk powder in order to obtain
the characteristics desired by the processor whether it be functional or dietary.
This is due to the fact that the amount of skim milk powder usable is often
limited becanse of the high lactose content.

The manufacturers of edible soya protein also point to caseinates as their top
competition. We have customers who have diligently tried to substitute the
soya products for our caseinates because the soya product is less expensive.
However, most of these have not succeeded because the soya product is not
comparable to caseinate in most respects.

The reimposition of a duty on any grade of imported casein will work to the
detriment of domestic manufacturers of caseinates.

Such a duty will give added protection to the importers of caseinates because
the import duty will be paid on the finished product. Our duty will be paid on
the manufacturing material—casein. This is brought about due to the fact that
in any conversion of casein to caseinates there ig a loss due to processing of 10

[P N
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to 15 percent. Thus the proposed 23, cents per pound will, in the final analysis,
cost the domestic manufacturer over 3 cents per pound while the cost to the
importer is the cost of the duty.

In view of the foregoing Shefield Chemical supports the enactment of H.R.
7456 suspending import duty on casein for 3 years.

Respectfully submitted.
SHEFFIELD CHEMICAL DIVISION,

NarioNAL Dairy ProbucTs CORPOBATION,
By PierctE Reep, General Alunager.

STUTTGART, ARK., March 31, 1960.
Senator J. W. FULBRIGUT,
Senate Office Building, Washington, D.C.:

Reference your March 29 wire regarding hearing before Senate Finance Comn-
mittee today and tomorrow. Please present the following statement :

“My name is L. C. Carter. I am general manager of the Arkansas Grain
Corp., a farmer-owned cooperative, organized in 1958 to market soybeans, We
have over 2,100 producer-members in Arkansas, are operating elevators in 13
locations, and are constructing a soybean processing plant in Stuttgart, Ark.

“I understand that the soybean industry and Government have spent large
sums of money to develop & soybean product which can be used to replace im-
ported casein in adhesive and food-formulation uses. The present demand for
this product utilizes 3 million bushels of soybeans annually, with an immediate
potential market of over three times that amount were isolated soybean protein
to replice imported casein entirely. .

“As with any new product, initial unit production and distribution costs are
high. I feel that this product is entitled to some protection until production
has had ample opportunity to reach a profitable basis. This can be done, if you
impose a minimum duty of 2% cents per pound on imported casein.

“In the interest of our members, I ask that your committee vote against the
proposed continuation of suspension of import duty on casein. .

“ABRKANSAB GRAIN CorP.,
“L. C. CARTER.”

CHICAGO, ILL.

Senator VANCE HARTKE,
Senate Officc Building, Washington, D.C.

Bill II.LR. 7436 if allowed to pass by the Senate, would continue to allow the
free importation of casein. Duty-free immportation casein is highly competitive
with isolated soy proteins. Our membership has been affected and many lay-
offs have taken place at Central Soya Co.'s Chicago plant due to excessive inven-
tories resulting in curtailed production. We object to the price advantage
enjoyed by casein due to low labor costs in foreign countries and feel this bill
should be defeated. Will be watching the Senate vote with interest.

JAMES Linpow,
President, International Chemical Workers Union, Local No. 198,
AFL-CIO.

STATEMENT BY AMERICAN SOYBEAN ASSOCIATION REGARDING H.R. 7456

Soybean producers and U.S. farmers in general have a large stake in the
Nation’s soybean crop, which has grown from a crop of less than 50 million
bushels to almost 600 million bushels in less than a quarter century. Soybeans
are now the second largest cash crop in the Midwest, and the fourth largest
cash crop in the Nation.

Soybeans are now occupying almost 25 million acres that were once devoted
to other crops such as corn, wheat, cotton, and hay. Most of the above-named
crops are in surplus with tremendous bushelages piling up in Government ware-
houses and depressing the markets for those crops.

Due to intelligent pricing policies, vigorous research programs on the part
of both Government and industry, and aggressive marketing efforts, the soybean
crop from the beginning until the present has been blessed with growing markets
that have kept pace with the extremely rapid expansion of the crop in the
United States. As a result, soybeans have never been in surplus. The 62-
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million-bushel carryover from the 1958 crop last October was by far che largest
in history. Usually only a few million bushels have been carried over from
one crop to the next.

Thus, the soybean crop has offered one profitable outlet for farmers plagued
with surpluses of other crops and faced with the necessity of cutting acreage
devoted to other crops due to allctments and other acreage restrictions, It is
highty important to U.S. soybean growers and farmers in general to do every-
thing possible to continue to stimulate all available market outlets for soybeans
80 the crop can continue to ge a good safety valve for agriculture.

The two main end products of soybeans are soybean oil and soybean meal.
The major markets for oil are in the food field, in vegetable shortening, marga-
rin, and salad oil, where soybean oil is by far the leading vegetable oil. And
the major market for soybean meal is as a protein concentrate for livestock
fceding. Soybean meal now supplies over half of all the portein concentrates
consumed by the livestock industry in the United States.

Soybeans are also used in a large and growing number of specialty products.
One such modest but growing market for soybeans is that for isolated soybean
portein, which is the product of 20 years of research and development. Isolated
soy protein has a number of industrial outlets, one of the most important being
as an adhesive for the paper industry. Isolated soy protein is also used in the
production of glues in the manufacture of plywood and in the manufacture
of waterproof paints, and it has replaced casein to a considerable extent in
all these flelds.

At the present time the demand for isolated soybean protein is absorbing 3
million bushels of soybeans annually, which is equal at average yields to the
output of 125,000 acres of soybeans. The market in 1959 would have absorbed
914 million bushels of soybeans if that part of the market now being supplied
by imported casein had been supplied by isolated protein. Isoiated soybean
protein is directly competitive with casein and it is now supplying a large part
of the market formerly supplied by industrial casein.

A major deterrent to expansion of the market for isolated soybean protein
is H.R. 7456 now pending in the U.8. Senate. H.R. 7458 would renew the tem-
i)&gry suspension of duty on foreign casein from March 31, 1960, until March 31,

Foreign casein has been subject to import duty since 1922. Since November
15, 1941, it has been subject to a duty of 23 cents per pound. This duty was
temporarily suspended on September 2, 1957. If this suspension is allowed to
lapse through defeat of H.R. 7456, the duty of 2% cents per pound will again be
imposed on April 1, 1960.

The growers of soybeans ask that H.R. 7458 be defeated and that the suspen-
sion of the duty be allowed to lapse. Imported casein is almost exclusively of
low quality and is used almost entirely for industrial purposes where it com-
petes directly with isolated soybean protein.

The depressing effect of the suspension of the duty on imported casein is
shown by the fact that substantially larger quantities of casein have been im-
ported from a number of countries, including the United Kingdom, Poland, Aus-
tria, and Argentina, since the duty was suspended in 1957.

It might also be noted that the very countries that are exporting casein into
the United States maintain high duties on our soybean products including iso-
lated soybean protein. U.S. farmers are thus denied by this tariff suspension
the protection that is given competing foreign products by their governments.

It H.R. 7458 is defeated and the suspension of the tariff on imported casein
is allowed to lapse so that a modest tariff is reimposed on this product there
is a substantial and growing market for isolated soybean protein which will
absorb an increasiug quantity of soybeans from U.S. farms through a period
of years. While the present usage of isolated soy protein may seem small
compared to the over 500 million bushels produced each year, it has tremendous
potential and some day usage may absorb the protein from 100 million bushels
of soybeans, or almost one-fifth of the present crop.

On the other band, passage of H.R. 7456 would discourage further plant ex-
pansion in this field, would discourage sales and prowmotional activities on iso-
lated soy protein, and would discourage the continuance of research by Govern-
ment agencies and private industry. Our industry has already invested large
sums of money in facilities to produce isolated soy protein and if this suspension
of duties is continued the market already existing for soy protein wiil tend to

dry up.
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In this trying period of American agriculture, when farmers find costs of the
things they must buy increasing in price and the prices received for the things
which they sell still declining in price, the producer of agricultural commodities
is in a serious situation. One of his few rays of hope lies in the direction of
new markets. Our industry has gone far in the development of new markets
for soybean products in other countries. We must also develop new markets
and uses here at home.

In the interests of the soybean producers of America we sincerely request that
you vote down this proposed continuation of suspension of import duty by
voting “No” on H.R. 7456 and allow us to expand this market for several mil-
lion bushels of soybeans through use of isolated soy protein.

The following table shows the acreage and bushelage of soybeans produced
in the United States in the past 20 years. We call your attention to the fact
that soybeans have never yet been in surplus, that they have never cost the U.S.
Government for storage or price supports, that they have never been exported
for anything but dollar payments. While this tremendous increase in acreage
has taken place we have found markets for our crop. We want to continue to
do so.

We need your help in defeating H.R. 7456.

Gro. M, STRAYER,

Ezecutive Vice President and Secrelary-Treasurer, American Soybeam
Assgociation.

U.8. soybean acreage and production, 1935-59

Year Acres Bushels Year Acres Bushels
6, 966, 000 11,872, 000 234, 194, 000
8, 332, 000 15, 176, 000 283, 777, 000
9, 65, 000 16, 394, 000 269, 160, 000
10, 068, 000 19, 658, 000 373. 522, 000
14, 191, 000 21,912, 000 483, 715, 000
13, 056, 000 22,917,000 | 637, 895, 000
13, 052, 000

|

New Yorgk, N.Y., April 5, 1960.
Hon. HarrY F. BYRD,
Chairman, Care Commitiee on Finance,
U.8. Senate, Washingion, D.C.:

In reference to pending H.R. 7456, kindly be advised that the Borden Co.
wholeheartedly supports and urges adoption of the proposed legislation to
continue suspension of import duty on all casein for an additional 3 years.

BorpEN CoO.,
A. R. Marusi, Vice President.

(Whereupon, at 4 :55 p.m., tl}e sqb_cqmmittee adjourned.)
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