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ABSTRACT

The quota system of regulating the production, importation, and marketing of sugar in the
United States through 1974 was an outgrowth of Government regulation of the sugar trade
dating from colonial times. Similar systems have developed in most other countries, particu-
larly those which import sugar. The U.S. Sugar Quota System benefited domestic sugar pro-
ducers by providing stable prices at favorable levels. These prices also encouraged the produc-
tion and use of substitute sweeteners, particularly high fructose and glucose sirup and
crystalline dextrose in various industries. But sugar is still the most widely used sweetener in
the United States, although its dominant position is being increasingly threatened.

KEYWORDS: Sugar, quota, preference, tariff, refined, raw, sweeteners, corn sweeteners,
world trade.

PREFACE

This report was written in 1975 by Roy A. Ballinger, formerly an agricultural economist in the
Economic Research Service. It supersedes A History of Sugar Marketing, AER-197, also by
Ballinger, issued in February 1971 and now out of print.

On January 1, 1978, three USDA agencies—the Economic Research
Service, the Statistical Reporting Service, and the Farmer Cooperative
Service—merged into a new organization, the Economics, Statistics, and
Cooperatives Service.

Washington, D.C. 20250 March 1978



CONTENTS

Sugar Before the Discovery of AMerica ..........ooiiiiiiiiiiiiiiiiiiianeaan.n.
The Colonial Period in the Americas .............o i,
Sugar from 1783 to 1864 ... ... . e e e e
Developments in the Latter 19th Century ....... ... ... i i e,

Changes in U.S. Sugar Trade Following the Spanish-American
War and During 1900-15 . ... i i e e

Sugar During World War | . ... i e e e e e
Price Fluctuations and Higher Tariffs ....... ... . . i i
Sugar Quotas Prior to World War ll ... ... i i i i et
Sugar During World War Il .. ... e e
U.S. Sugar Quotas after 1947 .. ... i e e e

Government Regulation of the Sugar Industry by Countries
Other than the United States ...ttt iainennns

International Sugar Agreements After World War Il ......oooeeee e
World Sugar Production and Trade .......... ... i ini it iiiinannns
Postwar Trends in the U.S. Sugar Industry ...... ... ..o,
Nonsugar Sweeteners: Recent Developments ... ...ttt i,
Retrospect and ProspecCt ... ..ottt e e e e
BiblOgraphy ... e e s
APPENdiX A .. e e
APPENdixX B L. e e



SUMMARY

It took about about 2,000 years for the production
of sugar, which originated in India, to move westward
across much of Asia and North Africa and become
established in islands controlled by Spain and Por-
tugal in the Atlantic Ocean off the coast of Africa. But
establishing sugar production in these islands shortly
before the discovery of America facilitated the speedy
introduction of sugarcane to the New World. The
development of sugar production in the Western
Hemisphere, more than any other event, marked the
beginning of present-day methods of sugar production
and trade.

Except for precious metals, sugar was the first
commodity shipped in commercial quantities to Euro-
pean countries from colonies in the New World, thus,
sugar colonies became valuable possessions of Euro-
pean countries controlling them. Since each country
attempted to control trade with its colonies to the
benefit of its European nationals and not the col-
onists, disputes became fairly common and much

smuggling developed. This was particularly notable -

with respect to English colonies. Those on the main-

land of North America—where little or no sugar was |

produced—were anxious to trade surplus products for
sugar and molasses produced in the Caribbean in
Spanish and French as well as English colonies. Tar-
iffs and other trade restrictions established by
England were greatly resented in the mainland col-
onies and were a factor leading to the Revolutionary
War.

Ironically, one of the first acts of the U.S. Con-
gress, after the adoption of the Constitution, was to
place an import duty on sugar as a means of raising
revenue for the Government. Following the Louisiana
Purchase, the tariff also had the effect of protecting
the newly established sugar industry in southern Lou-
isiana. During the 40 years or so before the Civil War,
Louisiana supplied a substantial part of the relatively
small quantity of sugar consumed in the United
States.

The most important new feature of the sugar
industry in the 19th century was the development of

beet sugar in Europe, largely as a result of sugar
shortages during the Napoleonic wars. The new
source of sugar greatly reduced the market for cane
sugar and led to economic depression in many sugar-
cane-producing areas throughout the world.

The structure of the U.S. sugar industry was altered
greatly by events following the Spanish-American
War. Sugar from the Philippines and Puerto Rico was
allowed duty-free entry into the United States, and
imports from Cuba were granted a 20-percent reduc-
tion from the rate applicable on sugar from other
nations.

Sugar shortages during World War | led to a large
increase in output in countries exporting cane sugar,
particularly Cuba. England shifted from a free trade
position in sugar to one of protection for its domestic
industry and preference for its colonies. The United
States doubled its import duty on sugar and, in 1934,
followed this with a quota system. An international
sugar agreement was adopted in 1937, following a
series of earlier efforts to establish some international
control over the sugar trade. The U.S. quota system
ended in December 1974.

In most years until the end of 1974, this protection
led to somewhat higher sugar prices in the United
States and most other sugar-importing nations. it had
also encouraged the production of nonsugar sweet-
eners and of attempts to produce sugar from sources
other than sugarcane and sugarbeets. The most
important of these competitors until about 1974 were
the starch sweeteners, commonly known in this coun-
try as corn glucose sirup and dextrose. The noncaloric
sweeteners—saccharin and, for a few years,
cyclamate—also increased in importance; however,
current and proposed restrictions are expected to
restrict their use. And recently methods have been
developed for producing fructose from starch in the
form of a sirup containing enough fructose to make a
product considerably sweeter than ordinary corn sirup.
These methods appear to be of great potential eco-
nomic importance.



A HISTORY OF SUGAR MARKETING THROUGH 1974

by

Roy A. Ballinger

INTRODUCTION

Cane sugar has been an important article of food in
the world for several thousand years. It has been an
important commodity in international trade since
shortly after the discovery of America. And since the
early 19th century, both cane and beet sugar have
contributed importantly to the economic development
of most nations of the world, including the United
States.

Since colonial times, a large share of U.S. sugar
needs has been supplied by imports from various
countries. In addition, this country has produced a
large amount of cane and beet sugar for domestic
consumption. Production of nonsugar sweeteners has
also achieved considerable economic importance. As
a consequence, domestic and international problems
connected with the marketing of sugar and other

sweeteners interest producers, importers, and con-
sumers of sugar. Sugar and other sweeteners have
come to be regarded as necessary by consumers in
nearly all countries, increasing the need for abundant
and reliable supplies.

This report traces developments in the marketing
of sugar and other sweeteners in the United States
and, to some degree, in other countries. It is particu-
larly concerned with countries from which the United
States has obtained large supplies. The influence of
Government policies toward sugar in the United
States and other countries is described. Also, trade in
sugar among nations is examined, since this trade
has had a considerable indirect effect on sugar trade
patterns and production in the United States.

SUGAR BEFORE THE DISCOVERY
OF AMERICA

Early Sweeteners

The oldest sweet substance known to be used,
except fruits and other plant materials containing sug-
ar, is honey. The principal ingredient of honey is a
mixture of two sugars, dextrose and levulose. A rock
painting of the Paleolithic period found in a cave in
Spain pictures a man robbing a store of wild honey
(30)." Apiculture is known to have been practiced in
Egypt as early as 2500 B.C. Honey was also well
known as a food at an early date in many other count-
ries. It was the most important sweetener used in
Western Europe until! the 16th century. Honey was
also used by Indians in many parts of the Western

"Numbers in parentheses refer to citations listed at the
end of this report.

Hemisphere when Europeans first arrived and
explored the area. Although the natives in America
obtained their honey from species of hees not present
in Europe and Asia, early European settlers brought
honey bees from Europe which have since become
the common honey producers in North and South
America.

Early attempts were also made to obtain sweet
substances from numerous plant materials. Carrots
were among the plants recommended for this purpose
in England. Early Spanish explorers found Mexican
Indians using cornstalks for a similar purpose. A
Spanish explorer also reported that California Indians
made molasses and other sweet products from certain
vegetables. Since a variety of wild beet grows in Cali-
fornia, it is possible that this beet was the source of
the sweet products prepared by the Indians (78). The
sweet ingredient of the beet is sucrose.



The best-known sweetener indigenous to the New

World was maple sirup or maple sugar. These materi-

als were used by Indian tribes in the Northeastern
United States and adjacent areas in Canada. Early
European settlers learned of their preparation and use
from the Indians (30).

Origin of Cane Sugar

Sugar, as a commodity, was first prepared from
sugarcane. Sugarcane originated in the islands of the
South Pacific. Although the natives in these islands
apparently did not prepare sugar from cane, they
doubtless chewed stalks as a source of food and for
the sweet taste (4). From the South Pacific, sugarcane
apparently spread first to southeastern Asia, then
eastward to india, and northward to China, the Phi-
lippines, Hawaii, and other places. The manufacture of
sugar from sugarcane occurred first in India. The date
first produced is unknown, but Deer (28) states “... it
may be accepted that not later than 400 B.C., and
perhaps earlier, a knowledge of sugar had become
general throughout India.”

From India the art of growing sugarcane and recov-
ering sugar from it gradually spread westward into
Persia, Asia Minor, Egypt, and across northern Africa
to the Atlantic. It also reached southern Europe, par-
ticularly Sicily, Spain, and Madeira. Much of the sugar
produced for many centuries was a crude product
which more nearly resembled present-day molasses
than refined sugar. A similar molasses-like product is
still produced in India in large quantities.

The westward migration of sugarcane and sugar
was extremely slow. There was perhaps a lapse of
about 2,000 years between the beginning of sugar
manufacture in India and the appearance of the indus-
try in the Atlantic islands off the coast of Africa
shortly before the discovery of America. The invasion
of India by Alexander the Great and the travels of
early explorers brought some knowledge of sugarcane
and sugar to Greece, but Europeans had no firsthand
acquaintance with the product for another thousand
years.

Movement Across Northern Africa

The growing of sugarcane and production of sugar
did not reach the Mediterranean region until the sev-
enth and eighth centuries. it was introduced by the
Mosiems after their conquest of northern Africa and
Spain. The Arabs had not known of sugar in their
homeland, but they became acquainted with it during
their conquest of Persia.

Knowledge of sugarcane and sugar among Euro-
peans was greatly increased during the Crusades.
Sugarcane was an established crop in parts of the
area occupied at times by the Christians. The culti-
vation of cane and the manufacture of sugar were
generally continued in these areas and doubtless
small quantities of sugar were shipped to Europe. The
European climate was unsuitable for sugarcane in all
but the most southern parts.

Sugarcane was introduced to Madeira shortly after
its colonization by Portugal about 1420. The crop
flourished on the island, and for a time, production of
sugar was sufficiently large to influence the course of
European trade. The first recorded shipment to
England was in 1456. Production in 1496 reached
1,700 tons, but by 1530 it had declined to 700 tons
as production in the New World was becoming estab-
lished (30).2

Until after 1500, sugar in Western Europe, except
in parts of Spain, Portugal, and certain Mediterranean
islands, was chiefly regarded as a medicine or as an
article of luxury available only to the wealthy. Even
the development in Madeira was not sufficient to pro-
duce any great change in this situation. Honey con-
tinued to be the most important sweetener available
to most Europeans. However, the spread of sugar pro-
duction from India to the eastern shores of the Atlan-
tic made it possible for early explorers to easily trans-
port sugarcane across the ocean and develop the
production of sugar in newly discovered America.

2Quantities referring to sugar produced or traded come
from many sources. Exact measurement in long, short, or
metric tons is given where possible.

THE COLONIAL PERIOD IN THE AMERICAS

The development of the sugar industry in America
began shortly after its discovery by Columbus, who
reportedly brought sugarcane from the Canary Islands
on his second voyage. It was planted on some Car-

ibbean island, probably Hispaniola, in the part that is

now the Dominican Republic.

Portuguese Colony: Brazil

The first development of a sugar industry of com-
mercial importance in the Americas was made by the
Portuguese in Brazil. This followed the growth of the
industry in Madeira and other islands near Africa.



Although the exact date of the introduction of sugar-
cane into Brazil is uncertain, there is a record of duty
paid on sugar from Brazil at the Lisbon customhouse
in 1526 (30). The first period of development of the
Brazilian sugar industry ended in 1624 when the
Dutch, attracted by the reported profits of the industry,
attacked and captured the northern part of the coun-
try. The output of sugar was greatly reduced by the
Dutch occupancy, because the Portuguese proprietors
were generally dispossessed and production was dis-
organized. Production was not fully restored until after
Portuguese control of the territory was restored in
1654.

During the century when the sugar industry was
first developed in Brazil, Portugal was the largest pro-
ducer of sugar in the world. And the sugar trade con-
tributed much to the prosperity of that country. It was
also a time of great prosperity for the owners and
operators of sugar properties in Brazil. Sugar was the
first agricultural product to be shipped from America
to Europe in commercial quantities.

Spanish Colonies

The Dutch invasion of northern Brazil and the
invaders’ attitude toward Portuguese proprietors of
sugar properties caused a decline in sugar production
there. Consequently, the center of world sugar pro-
duction gradually shifted to the Spanish colonies in
the New World. Sugar production had become estab-
lished in the Canary Islands. Although production
there was never large, these islands supplied not only
the first sugarcane Columbus brought to America but
also most of the individuals possessing knowledge of
the cultivation of sugarcane and the manufacture of
sugar. The sugarcane first brought by Columbus is
reported to have grown well, although the people who
made the voyage with the canes became ill and died.
So, the venture failed.

The Spaniards reintroduced sugarcane to
Hispaniola around 1520; the exact date is uncertain.
In 1630, between 1,000 and 1,500 tons of sugar were
reported to have reached Spain. The sugar trade
became so profitable that sugar was shipped under
convoy with pearls and other treasure. However, the
prosperity of the sugar industry in Hispaniola lasted a
relatively short time. Shortage of labor, heavy taxes,
and the requirement of the Spanish Government that
all sugar produced be shipped to Sevilla contributed to
the decline. Also, heavy exactions {amounting to a tax)
by the church further increased costs.

The sugar industry in Cuba developed considerably
more slowly than that in Hispaniola, although cane
was first introduced there in 1511. Sugar production
was first recorded in 1576 in western Cuba. The
industry’s first substantial growth in eastern Cuba (the
most important producing area in the 20th century)
began in 1598. By 1617, production amounted to 312
tons. Growth from this point appears to have been

slow for the next century and a half; output amounted
to only 490 tons in 1760. After this, the growth of the
industry was more rapid, and by 1895, before revolu-
tionary activities interfered with operations, produc-
tion exceeded 1 million tons.

Sugar production also developed in other Spanish
possessions in the New World. Puerto Rico, Mexico,
and Peru were among the more important.

In addition, the Spanish developed a fair-sized
sugar industry in the Philippines. Sugarcane, from
which a low-grade sugar was being produced, was
being grown extensively there when the islands were
discovered by Magellan in 1521. No commercial sugar
industry developed for two centuries or more after
Spain took possession of the Philippines about 1565.
However, shipments of sugar from the Philippines to
the Pacific Coast of America are recorded from about
1800. These peaked at over 300,000 tons in
1894 (57).

The greatest development of the sugar industry in
the Philippines was on the island of Negros. This
island was placed under the control of a religious
order of the Roman Catholic Church. The growth of
the industry in Negros in the 19th century was exten-
sive, but technology did not develop beyond the level
reached elsewhere in the 18th century. After the
Spanish-American War, the United States transferred
the church lands to private entrepreneurs. Negros
remains the largest source of sugar production in the
Philippines.

British and French Colonies

Other European countries envied the sugar profits
made by the Portuguese and Spanish. In addition to
Dutch efforts in Brazil already mentioned, Britain and
France were active in acquiring sugar. First, the
British and French attacked Spanish shipping and set-
tlements seeking to capture valuable merchandise
including sugar. Sometimes they succeeded. Often,
more permanent territorial conquests followed which
made possible the establishment of sugar industries
under the control of Britain and France.

The most important sugar producing colonies of
Britain were the Caribbean Islands, Jamaica, Trinidad,
and Barbados, plus British Guiana and British
Honduras on the mainland. The principal French pos-
sessions were Haiti, Guadeloupe, and Martinique in
the Caribbean. Denmark developed a comparatively
small sugar industry in the Virgin Islands. The Dutch,
after losing their foothold in Brazil, were largely con-
fined to Surinam so far as sugar in the New World
was concerned. However, the Dutch developed a large
sugar industry on the other side of the world in Java.

Other places where sugar industries still exist, out-
side the Americas, were developed by European
nations and include South Africa, Australia, Fiji, and
the islands of Mauritius and Reunion in the Indian
Ocean. In general, the development of sugar indus-



tries in these areas occurred later than in the Ameri-
cas (30). Sugar production in Mauritius, although
started much earlier, did not exceed 1,000 tons until
after the end of the Napoleonic Wars in 1815.

A commercial South African sugar industry devel-
oped in Natal on the southeastern coast beginning
after the area became a British colony in the mid-
19th century. Sugarcane, however, nhad been known
in this part of Africa for some centuries before it was
developed commercially.

Unlike South Africa, Australia was growing no sug-
arcane when first visited by Europeans. Sugarcane,
however, was soon introduced by the English settlers
and small-scale commercial production of sugar began
early in the 19th century. The industry is still confined
to the coastal areas of Queensland and New South
Wales where it has grown to be of great importance.

The relatively small sugar industry in Fiji was
developed late in the 19th century shortly after the
islands became a British colony. It has become of
great economic importance to the region. The most
successful developer of the industry, and the only one
still operating, is a large Australian sugar company.

Trade Restrictions

The production of sugar in the Americas and its
shipment, primarily to Western Europe, increased sub-
stantially toward the end of the 18th century. During
this period, the “‘sugar islands’’ were regarded by
European countries as their most prized colonial pos-
sessions. However, the changing fortunes of war and
shifts in the attitudes of various European govern-
ments toward the sugar industry in their colonies
caused unexpected and, at times, drastic shifts in the
profits of colonial sugar planters. Among the more
important government actions affecting the sugar
industry were the Navigation Acts of England and
similar laws in other countries which regulated ship-
ping and customs duties. Tariffs on sugar became
important sources of revenue for all countries whose
colonies produced sugar. 5

All European countries regarded trade with their
colonies as being properly exclusive to themselves.
Spain went so far as to require, for a time, that all
shipments must use the port of Sevilla. The English
Navigation Acts, first passed in 1650, did not finally
cease operating until 1849. Although the exact pro-
visions of these laws were frequently changed during
the two centuries of their existence, their general pur-
pose was to confine the trade of each colony to ship-
ments to and from English ports, or at least to provide
strong financial inducements for traders to do so. That
is, supplies for the colonies were to come only from
England and all products from the colonies were to go
to England. During most of the period, sugar and
molasses were among the most important items sub-
ject to these restrictions (54).

England and other countries applied import duties

on sugar arriving from their colonies almost from the
time of their establishment. The colonies were sup-
posed to be profitable to the government of the
mother country. The rate of duty in England prior to
1651 was b percent ad valorem. Specific duties of so
much per pound, the rate varying with the type or
purity of the sugar, were substituted for the ad val-
orem duties that year. The law also provided that for-
eign sugar should pay double the rate applicable to
that from English colonies. This seems to have been
the beginning of imperial preference, at least for sug-
ar.

In 1670, England took the first steps toward provid-
ing protection for its sugar-refining industry. Refin-
ing—remelting and increasing the purity of imported
sugar—had become established in most European
countries soon after the first shipments of sugar from
the New World arrived. The first sugar mills in the
Western Hemisphere were small, crude affairs, and
the sugar they produced frequently was more like a
thick molasses than like the sugar in use today. Better
facilities and more skillful workers were available in
Europe, and refineries were established there.

However, as equipment and skill improved in the
colonies, some of the sugar reaching Europe was of
sufficiently high quality to be marketed to consumers
without further refining. Naturally, the European
refiners were unhappy about this, since it reduced the
volume of their business. The English Tariff Act of
1670 provided substantially higher rates of duty on
the importation of the best quality sugar, described as
“refined loaves” and “white candy.” This discouraged
refining in the colonies. Even today, this purpose is
present in the laws of most countries which import
sizable quantities of sugar.

British Mainland Colonies

The attempt to confine the trade in sugar to the
sugar producing colonies and their mother countries
in Europe gradually led to difficulties between Britain
and its colonies on the mainland of North America.
Sugarcane could not successfully be grown in the 13
colonies, although attempts were made as far north
as Jamestown. Small quantities of molasses or sugar-
cane sirup were at times produced in South Carolina
and Georgia.

With those exceptions, the only locally produced
sweeteners available for the use of settlers were
honey and maple sirup. The sweet sorghums were not
introduced to the United States until the 19th century.

The importance of maple sugar in Vermont about
the time of the American Revolution has been
described (27) as follows:

“The manufacture of maple sugar is also
an article of great importance to the State
(Vermont). Perhaps two-thirds of the fami-
lies are engaged in this business in the



spring, and they make more sugar than is
used among the people. Considerable
quantities are carried to the shopkeepers;
which always find a ready sale, and good
pay. The business is now carried on, under
the greatest disadvantages: Without proper
conveniences, instruments, or works;
solely by the exertions of private families,
in the woods, and without any other con-
veniences than one or two iron kettles, the
largest of which will not hold more than
four or five pailfuls. Under all these disad-
vantages it is common for a family to
make two or three hundread pounds of
maple sugar in three or four weeks."”

However, mapie sugar and honey were inadequate
for the needs, or at least the desires, of most of the
colonists, although statistics showing the volume pro-
duced are not available.

Trade with the sugar islands in the Caribbean soon
became important to the settlers. Some of this trade
was doubtless legitimate, that is, conducted so as not
to violate British law. But, particularly when the laws
were most restrictive, much smuggling took place.
Products sent to the sugar-producing islands included
such items as fish, pork, lumber for barrel staves and
other articles, tobacco, and cotton. Frequently, busi-
ness with producers in French and Spanish islands
was more profitable for colonial traders than trade
with the British colonies, in part because products of
the northern colonies were in greater demand by the
French and Spanish settlers.

Sugar and the American Revolution

Opposition in the colonies to the British trading
laws, particularly those concerning sugar and
molasses, began to appear early in the 18th century.
The New England colonies usually were the most
vociferous in their complaints. The Molasses Act (also
called the Sugar Act), passed by the English Parlia-
ment in 1733, levied heavy duties on molasses
imported into the Thirteen Colonies from foreign
countries. The colonists, especially in New England,

SUGAR FROM

The U.S. sugar trade was immediately affected by
the newly gained independence from England. The
importation of sugar from British possessions in the
Caribbean was almost completely eliminated and was
replaced by an increase in receipts from other islands,
particularly Cuba. Continued British restrictions on
American shipping in the trade between the United
States and British possessions in the Caribbean were

largely ignored the law. It was reported that “In 1763,
out of 15,000 hogsheads of molasses that were
imported into Massachusetts, 14,500 were smuggled
in” (54).

New provisions, intended to provide more stringent
enforcement, were incorporated in the Sugar Act of
1764. Although the rates on sugar from British
istands were lower than in the previous act, they
were considerably higher than rates suggested to Par-
liament by representatives of the colonies. Britain's
need for funds to help pay for the cost of the French
and Indian Wars was given as one reason for
retaining substantial duties on sugar and molasses.
Other acts of Parliament passed at this time ham-
pered trade in other products and were objectionable
to the residents of the colonies.

As long as France possessed Canada, and British-
French Wars involved the North American colonies,
the people in New England and the other colonies felt
the need for protection by the British army and navy.
This was a strong force muting protests against
restrictive British trade laws. However, when Britain
acquired Canada from France in 1763, the need for
restraint by the colonists largely disappeared.

Under these circumstances, the British Sugar Act
of 1764 aroused increased expressions of resentment
among the colonists. Smuggling of sugar and
molasses from Spanish and French islands in the Car-
ibbean continued, despite increased efforts by Britain
to prevent the traffic. In 1772, a British schooner
attempting to prevent smuggling ran aground on the
New England shore while chasing a sloop. The sloop
escaped and reported the location of the grounded
British ship. An armed force was recruited which
attacked the British vessel and destroyed it by fire.

This and numerous other incidents demonstrate
the close connection between the sugar trade and the
American Revolution. John Adams wrote (54), “Gen-
eral Washington always asserted and proved that Vir-
ginians loved molasses as well as New Englanders
did. 1 know not why we should blush to confess that
molasses was an essential ingredient in American
independence. Many great events have proceeded
from much smaller causes.”

1783 TO 1864

an important factor in producing these results. Such
restrictions were not completely removed until 1849,

U.S. Sugar Tariff

Another early development was the imposition of a
tariff on sugar by the United States. The first such
law, passed in 1789, provided for duties of 1 cent a



pound on brown sugar, 3 cents on loaf sugar, and 1.5
cents on all other sugar.® Since their original imposi-
tion, the United States has maintained import duties
on all imported sugar, except for raw sugar imported
from 1890 to 1894. The primary purpose of the early
tariffs was to raise revenue for the Federal Govern-
ment. Between 1789 and 1860, custom duties, includ-
ing those on sugar, supplied from two-thirds to nine-
tenths of the Federal Government's total ordinary
receipts (67). Thus, taxes on sugar, a contributory
cause of the American Revolution, were promptly
imposed by the United States after independence was
gained. The need for revenue was a major cause of
the tax in both cases.

Prior to the Louisiana Purchase, the United States
had no domestic sugar industry, except for the refin-
ing of imported sugar. Before the end of 1789, the
rate of duty applicable to loaf sugars, the best quality
available, was raised. This made the rate on brown
(raw)} sugar lower relative to the original loaf rate.
These rates afforded the first tariff protection to sugar
refiners granted by the Government. The purpose and
effect was similar to an earlier tariff arrangement by
Britain.

Production in Louisiana

The production of sugar in Louisiana began in
1794. Sugarcane had been grown in Louisiana for a
number of years prior to this, but it had been used
only for the production of various sorts of sirup, since
the settlers lacked the skill necessary to obtain granu-
lated sugar from the juice in sugarcane stalks. After
1794, sugar production in Louisiana increased, and by
1803, when the United States purchased the Lou-
isiana Territory from France, it amounted to a few
thousand tons a year (42). This was the first domestic
sugarcane industry of consequence in territory con-
trolled by the United States.

As soon as Louisiana became a part of the United
States, the industry there benefited from the protec-
tion of the U.S. tariff. This had comparatively little
effect on production until after the War of 1812. Not
until then were conditions sufficiently stabilized to
encourage capital and management to enter the Lou-
isiana sugar industry. By 1823, production there had
risen to 17,050 tons. In addition to the supply
obtained from Louisiana, the United States imported
30,350 tons of sugar that year. Both imports and pro-
duction gradually increased from that time to the out-
break of the Civil War, as both population and per
capita consumption rose.

During the years before the Civil War, small quan-
tities of sugar were produced in other Southern
States, mainly Texas, Florida, and Georgia. Sugar is

3A complete list of U.S. tariff rates on sugar appears in
appendix A.

no longer produced in Georgia. It did not become
important in Florida until the 20th century.

In contrast to the lack of commercial success in
other States, the industry in Louisiana generally pros-
pered. It was, and still is, confined to the delta area in
southern Louisiana, where the growth of sugarcane is
favored by an unusually fertile soil and a somewhat
warmer climate than prevails in most of the State.

Marketing Louisiana Sugar

New Orleans, from the beginning of sugar produc-
tion, was the chief center for marketing Louisiana
sugar, financing the industry, and procuring supplies
for plantations and mills. The consumption of sugar in
New Orleans and surrounding territory, after the first
few years of the industry, was never sufficient to pro-
vide a market for more than a small part of the output.
Most of the sugar had to be shipped either to east
coast ports to compete with imported sugar or to mar-
kets in the Mississippi Valley. Early in the 19th centu-
ry, the largest proportion of shipments from New
Orleans went to the Atlantic coast, but this proportion
gradually declined with the growth of population and
market opportunities in areas adjacent to the Mis-
sissippi River.

Most Louisiana sugar planters sent their sugar to
New Orleans for sale through a.commission merchant
or factor, regardless of the ultimate destination of the
sugar. However, some planters made direct sales to
distant buyers, particularly those located in the Mis-
sissippi Valley north of the Louisiana sugar area. The
sugar was placed in hogsheads that ordinarily held
about 1,000 pounds. There were no set standards or
grades and each hogshead commonly sold on its own
merits.

Before 1820, the Exchange Coffee House in New
Orleans was occasionally used as an auction market
for sugar that did not find a buyer by other means.
More common, at least after 1830, was the daily sale
of sugar at auction on the levee. Facilities for handling
this business were extensively improved and enlarged
in 1830. Planters commonly consigned their sugar to
a factor in New Orleans, whose commission was 2.5
percent of the sales price. Other marketing costs,
such as insurance and transportation, combined to
make marketing costs to the planter average 10 per-
cent in the 1840's and 1850's.

In addition to selling sugar for their clients, factors
frequently served as agents for the planters in obtain-
ing needed credit and supplies. The isolated location
of many plantations which made travel to New
Orleans difficult and time consuming, together with
uncertain banking facilities, combined to make the
factors’ services as necessary to the production of
sugar as to its sale. -

Most of the sugar produced in Louisiana before the
Civil War was shipped from New Orleans or direct
from plantations, without being refined or improved in



quality beyond the stage at which it left the planta-
tion. A few refineries were established in the area.
The largest one was owned by the Louisiana Sugar
Refining Company of New Orleans. Comparatively lit-
tle demand existed for refined sugar from Louisiana
during this period, since the market, particularly to the
north, used mostly raw sugar. Consumers generally
were not inclined to pay the higher price necessary to
obtain the refined product (48).

During this period, the total quantity of sugar used
in the United States was small but increased rapidly.
Consumption amounted to a little more than 500,000
tons in 1860, more than 10 times that of 1822, the
earliest year for which figures are available. Per cap-
ita consumption increased from 9.5 pounds in 1822 to
32.6 pounds in 1860—about a third of the present-
day rate of consumption.

Nonsugar. Sweeteners

During this period, people were not as short of
sweeteners as these figures indicate. Honey, maple
sugar and sirup, cane sirup, and sorghum sirup all
added to the supply. In 1840, the production of maple
sugar in the United States was reported to be
34,516,000 pounds (27). In 1860, it amounted to
40,120,000 pounds (56). Also, 1,598,000 gallons of
maple sirup were produced in 1860. The total, in
terms of sugar, equaled 26,451 tons, adding about 5
percent to the supply of cane sugar that year. Addi-
tional supplies were probably imported from Canada.

U.S. honey production in 1860 amounted to 23.3
million pounds. Honey was a common product in rural
areas and contributed considerably to the sweetening
materials available to people there, as well as to con-
sumers in towns and cities. '

Considerable guantities of cane sirup were pro-
duced in Florida, Georgia, Alabama, Mississippi, Tex-
as, and Louisiana outside the area where sugar was
produced. Sugarcane grew in various parts of these
States but not well enough to make sugar production
profitable. However, many farmers grew small
amounts of sugarcane from which sirup was produced
in local mills. This provided a source of sweetening
for people in the southernmost parts of the country in
addition to granulated sugar.

Sweet sorghum, as distinguished from the varieties
used for the production of grain, was introduced into
the United States about 1850, or earlier, according to
some authorities (26). At the time, the sweet taste of
the juice in these sorghums was known to be due to
sugar. Since sorghum grows in much cooler climates
than sugarcane and is adaptable to a much larger
area of the United States, early attempts were made
to obtain granulated sugar from it. Means of doing
this on a small scale on individual farms were
described by William Clough in 1865 (26). Admittedly,
the process was slow and uncertain; sometimes no
sugar was obtained. Dr. Harvey W. Wiley and others

in USDA conducted extensive studies on the use of
sorghum as a source of sugar from 1867 to 1890.
Although they did not succeed in establishing a com-
mercial sugar industry based on sorghum, the produc-
tion of sirup or sorghum molasses developed into a
fair-sized home industry.

The Bureau of Census reported production of 7 mil-
lion gallons of sorghum sirup in 1859. A peak output
of 28 million gallons was reached in 1879. At 7.85
pounds of sugar per gallon of sirup, these amounts
are equivalent to 27,000 and 108,000 tons of sugar,
respectively. Production gradually declined after 1879
until the outbreak of World War |.

Starch Sweeteners

Gottlieb Sigismund Kirchhof accidently discovered
that sweet substances could be prepared from starch
while working at the Academy of Science, St. Peter-
sburg, Russia, during the Napoleonic Wars. Kirchhof
needed gum arabic for use in manufacturing por-
celain. No gum arabic was available because of the
continental blockade imposed by the British at that
time. However, a Frenchman, Bouitton-Lagrange, had
reported that dry starch, when heated, acquires some
of the properties of the vegetable gums. Kirchhof
attempted to make a substitute for gum arabic from
starch by adding some water and acid before heating.
As a result, instead of a gummy substance, he
obtained a sweet-tasting sirup and a small amount of
crystalized sugar (dextrose), a finding he reported in
1811.

Because of the extreme shortage of sugar in
Europe at the time, the discovery attracted immediate
notice in scientific and commercial circles. Starch,
largely obtained from potatoes, was already being
manufactured in a number of countries in Europe.
With this supply of raw material available, numerous
small factories were erected to convert starch to
either sirup or sugar. Means were soon discovered by
which either sirup or sugar could be obtained as
desired. The fact that neither beet sugar nor any other
acceptable substitute for imported cane sugar had as
yet become available encouraged the development of
starch sweeteners. However, the new industry, after
the defeat of Napoleon and the lifting of the con-
tinental blockade, declined almost as rapidly as it had
grown. Sugar became very cheap for a while as the
large supplies that had accumulated in exporting
countries were shipped to Europe.

But it had been discovered that all starches,
regardless of the plant from which obtained, yielded
the same sweet substances and that the sugar
obtained from starch was identical with that con-
tained in grapes. This last point was of some
importance because brewers and winemakers had
discovered that the addition of grape sugar could
improve their products. However, the supply of sugar
from grapes was too small to meet this demand, so



the substitution of dextrose made from starch was
welcomed. This development helped to revive the
starch sweeteners industry, particularly in France and
Germany.

Few statistics are available concerning the early
operation of the starch sweetener industry in Europe.
But 11 million pounds of dextrose were reported to
have been produced from potato starch in France in
1855 and about 44 million pounds in Germany in
1874. German factories had also produced 40 million
pounds of sirup in 1874. Starch sweetener production
developed more slowly in the United States than in
Europe, since there was no sugar shortage here early
in the 19th century. A small factory near Philadelphia
processed potato starch in 1831-32. The next plant
established in this country to make dextrose from cor-
nstarch was in New York City in 1864. However,
industry sources say that the superintendent was
apparently the only person who understood the pro-
cess, and the company failed soon after his
unexpected death.

The Beet Sugar Industry

Developments in U.S. sugar production and market-
ing during the early 19th century were overshadowed
for the rest of the world by the establishment and
development of the beet sugar industry in Western
Europe. In 1747, a German chemist, Andreas Mar-
ggraf, proved that beet sugar is identical with that in
cane. Nothing much happened as a result of this
knowledge for a half century. Not until 1799 was the
first factory established for the production of sugar
from beets (47).

The first large-scale impetus toward the commer-
cial production of sugar from beets came from the
efforts of Napoleon to find a substitute for imported

sugar which was no longer available because of the

continental blockade. The French attempted to dis-
cover new sources of supply. They first extensively
investigated grapes. They also tried to obtain sugar
from trees, as is done with maple trees in North
America, from sweet sorghum, and from starch. None

of these were commercially successful, although small
amounts of sweet substances were obtained in each
case.

Beet sugar production did succeed, however, and
numerous small factories were established, especially
in France. Production declined immediately after the
Napoleonic Wars but did not disappear.

The French practice of protecting the domestic beet
sugar industry from competition with overseas cane
sugar was adopted soon after the end of the con-
tinental blockade, although more by accident than
design at first. Import duties on sugar received from
colonies and other countries were an important
source of revenue to most European governments
before the development of the beet sugar industry.
Beet sugar produced within the country was not sub-
ject to a tariff but received the benefit of the tariff
applied to imported sugar. In nearly every country
where it is produced, beet sugar has continued to
receive government protection, by tariff or other
means, from sugar produced in other countries.

The production of beet sugar in Europe soon spread
from France and Germany into other continental
countries, including ltaly, Holland, Austria, and Russia.
An attempt was made to establish a beet sugar indus-
try in Britain in 1830. The effort did not succeed, and
the production of beet sugar did not become estab-
lished there until much later. The British Government
at the time was obtaining tax revenue on sugar from
its Caribbean colonies, and it opposed the establish-
ment of a domestic beet sugar industry which would
reduce this revenue. Also, in the 19th century, cane
sugar refiners and persons having a financial interest
in sugar production in the British colonies opposed
th stablishment of a beet sugar industry in
England (30).

Early attempts to establish a U.S. beet sugar indus-
try consisted mainly of the construction of four small
factories between 1838 and 1846. By 1855, the last
of these had ceased to operate. They produced only
insignificant quantities of sugar. The first successful
beet sugar factory in the United States was not estab-
lished until after the Civil War.

DEVELOPMENTS IN THE LATTER 19TH CENTURY

The consumption of sugar in the United States
declined during the Civil War from an annual average
of 508,000 tons in 1857-61 to 330,000 tons in 1864.
Presumably most of the decline was in the Southern
States where food supplies were shortest. However,
recovery in consumption after the war was rapid,
reaching 505,000 tons in 1866. The increase con-
tinued, and consumption exceeded 1 million tons for
the first time in 1880; by 1900 it amounted to
2,660,000 tons.

Decline and Recovery in Louisiana

The Civil War had a disastrous effect on the Lou-
isiana sugar industry. Production, which averaged
177,000 tons per year from 1857 through 1861,
amounted to only 5,400 tons in 1864. It did not
recover to the pre-Civil War average until 1888. Peak
production in the 19th century was 348,000 tons in
1897.

The slow recovery of the Louisiana sugar industry



was only partly due to the physical destruction of
property. Probably the necessity of changing from a
slave labor system to a wage system with free labor
caused the greatest difficulty. Neither the employees
nor the employers had any experience with a wage
system in the Louisiana industry, and it was several
years after the end of the war before working condi-
tions were reasonably stabilized (46).

Another factor delaying recovery was the
increasing capital investment necessary to establish
an efficient operating unit. Improvements usually
involved the purchase of more and larger machinery.
The general impoverishment of the area as a result of
the war made such purchases difficult and many
improvements were delayed. The number of sugar
mills declined as the average size of the remaining
ones increased. This resulted in an increasing number
of plantations which no longer had a mill as a part of
the operation. This in turn led to the sale of sugarcane
from many of the smaller plantations to some neigh-
boring mill owner.

The sale of sugarcane rather than sugar involved
some new and perplexing problems. Harvested sugar-
cane is a perishable commodity which has to be pro-
cessed within a few days after it is harvested or it
spoils and becomes worthless. It is bulky and cannot
be transported very far without incurring excessive
costs. Its value to a processor depends largely upon
how much sugar can be obtained from the cane and
the price at which the sugar can be sold. Both factors
at the time varied widely and unpredictably. Under the
circumstances, agreement on the price to be paid for
sugarcane was difficult. This led, in the 1880's, to the
practice of buying cane on a “scale” plan so that the
price was determined by the price of sugar. Originally
there were many variations in the details of the plan
used by different mills, and discussions between
growers and processors continued. Nevertheless, the
device proved useful, and some form of it is still in
use today in Louisiana and most other areas where
sugarcane is grown.

By the 1890’s some mills were also varying the
price they paid for sugar according to the yield of
sugar per ton of cane. This device, now commonly
stated in terms of the percentage of sugar in cane
juice, is also in use today. Thus, two of the main fea-
tures of present-day grower-processor contracts for
the sale of sugarcane had their origin in the last 20
years of the 19th century.

Reciprocity with Hawaii

While the Louisiana sugar industry was still
striving to regain its economic health following the
Civil War, the United States signed a treaty of reci-
procity with the Kingdom of Hawaii which became
effective in 1876. Under this treaty, sugar from
Hawaii was allowed to enter the United States free of
duty. The first attempt to manufacture sugar commer-

cially in Hawaii was made in 1802, and the first sur-
viving sugar plantation was established in 1835
(37,61). In 1875-76 Hawaii produced about 13,000
tons of sugar. By 1898-99 production there had
increased to 283,000 tons, slightly more than the
278,000 tons produced in Louisiana that year. Except
in 1886-87 when Louisiana’s crop was unusally
small, the 1898-99 crop was the first in which Hawaii
produced more sugar than Louisiana. The rapid
increase in sugar production in Hawaii continued until
it exceeded 1 million tons in 1930-31. The protective
effect of coming within the U.S. tariff boundary, first

by treaty and then as a part of the United States, was

undoubtedly a major factor inducing this rapid
increase in sugar production.

Introduction of Beet Sugar
in the United States

The production of beet sugar in the United States
also began to develop late in the 19th century. The
first successful beet factory in this country was estab-
lished at Alvarado, Calif., in 1870. It operated through
1967. The early beet sugar factories erected in the
United States were mostly smal!, and many of them
operated for only a few years. By 1899, there were
about 29 beet sugar factories in existence, of which
all but 6 had been built in 1897, 1898 or 1899. In
spite of the expansion in the production of beet sugar,
sugarbeet factories in 1968 were operating on the
sites of only 3 of the plants in existence in 1899.
Many of the early promoters of the beet sugar indus-
try were immigrants from Europe, particularly Ger-
many, who brought a great deal of knowledge of the
European industry with them, but frequently they did
not succeed in selecting the best sites in the United
States for the growth of sugarbeets over the long-
term (78).

The average annual production of beet sugar in the
United States during 1866-71 has been estimated at
448 tons. It did not exceed 2,000 tons in any year
until 1888. However, production then began to
increase fairly rapidly, reaching 82,000 tons in 1899.
This was still well below the output in Hawaii and
Louisiana and accounted for only 3.4 percent of U.S.
consumption that year.

Imports and Tariffs

In spite of the recovery of production in Louisiana
and the beginning of a domestic beet sugar industry,
the United States relied on imports for most of its
sugar supplies from 1866 through 1899. In 1897
when domestic production reached a peak of 399,000
tons, imports (smaller than in most years) amounted
to 1,338,000 tons, about 78 percent of the total
amount available for consumption. These imports
included duty-free shipments from Hawaii, since
Hawaii at that time was not part of the United States.



During the 30 years following the Civil War, the
quantity of sugar available to U.S. consumers
increased from 440,000 tons in 1866 to 2,800,000
tons in 1896. Domestic production, entirely confined
to the mainland during this period, rose from 26,000
tons to 399,000 tons in 1897 (fig. 1). This amounted
to about 6 percent of the total U.S. supply at the
beginning of the period and 14 percent at the end.
Imports from Cuba, 321,000 tons in 1866, reached a
peak of 1,064,000 tons in 1893, yet they declined
from 73 percent of the total supply in the earlier year
to 43 percent in the latter one. The largest increase
was in imports from countries other than Cuba. These
rose from 97,000 tons in 1866 to 1,084,000 tons in
1893. After 1893 the rise in these countries was even
faster as revolution in Cuba reduced production in that
country.

Perhaps the most surprising thing about the trends
in sources of supply of sugar for the United States is
the relatively small growth in domestic production
despite the continuous protection from the U.S. tariff
and, from 1891 to 1894, from the bounty paid on raw
sugar production.

Prior to 1861, different classes of sugar, to which
different rates of duty applied, were specified in such
descriptive terms as raw, brown clayed, loaf, and
refined. In 1861 the Dutch color standards of classi-
fying sugar for assessing import duty were introduced,
although usually in combination with older descriptive
terminology. The color test was not entirely aban-
doned in the United States for purpose of tariff classi-
fication until 1913.

Because of shifts in specifications for various
classes of sugar, it is difficult to make accurate com-
parisons of tariff rates at different times during this
period. At the outbreak of the Civil War, the duty on
what was termed raw sugar was 0.75 cent per pound.
This was the lowest rate since the establishment of
the Republic. However, the need to raise revenue for
conducting the war resulted in a number of increases,
and by 1864 the rate was 3 cents per pound. Also, an
excise tax was imposed on refined sugar from 1862 to
1869 at rates varying from 1.5 to 3.0 percent of the
sugar’s value. Although some reductions were made
after the war ended, the rate on raw sugar generally
remained above the pre-Civil War rate until 1891.
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In 1891 raw sugar was admitted to the United
States free of duty, and a subsidy was paid to domes-
tic producers. This arrangement was in effect from
July 1891 to August 1894. The rate of bounty was 2
cents per pound on domestic production for sugar
testing not less than 90 degrees by the polariscopic
test, and 1.75 cents for sugar between 80 and 90
degrees. During this period refined sugar remained
subject to a duty of 0.5 cent per pound, thus con-
tinuing the protection for cane sugar refiners. U.S.
imports of raw sugar increased about 40 percent dur-
ing the period it was admitted free of duty. Imports
from Cuba increased by an even larger proportion.

A surplus of funds in the U.S. Treasury was the
principal reason advanced for substituting a bounty to
domestic producers in place of the protection of the
tariff which they had formerly enjoyed. Producers,
nearly all in Louisiana, were not entirely happy with
the arrangement. The subsidy was visible to everyone,
whereas the benefit obtained from the tariff was less
so (63).

Another feature of the sugar tariff introduced in
1890 was a countervailing duty of 0.1 cent per pound.
In 1897 the rate of this duty was changed to make it
equal to the export bounty paid in the country where
the sugar was produced. The countervailing duty was
established to offset the growing practice in some
European countries of making payments to their pro-
ducers to encourage the export of surplus quantities of
beet sugar. One result of this was to encourage Euro-
pean exporters to seek markets where there were no
special duties to offset export sub$idies.

With the exception of Hawaii, countries exporting
raw sugar to the United States benefited from the
removal of the duty. Sugar from Hawaii had entered
the United States without payment of duty since
1876. Extending duty-free status to other nations
merely increased the competition to which Hawaiian
sugar was subjected. Because Hawaii was indepen-
dent, producers there did not receive the subsidy
granted to domestic producers. As a result, the pro-
duction of sugar in Hawaii, which had increased from
13,000 tons in 1876 to 140,000 tons in 1890,
remained relatively static during the next 4 years,
amounting to 148,000 tons in 1895. Production then
resumed its rapid growth, reaching 360,000 tons in
1900. This experience appears to have been a factor
encouraging Hawaii to become a part of the United
States in 1898.

U.S. consumers benefited from cheaper sugar dur-
ing this period. The wholesale price of refined sugar
in New York City declined from 6.2 cents per pound in
1890 to 4.1 cents in 1894,

Sugar Refining

Perhaps the first sugar refinery built in what is
now the United States was constructed in 1689 on
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Liberty Street in New York City (62). By the time of
the Revolutionary War, several other plants apparently
had been established in New York, Boston, Philadel-
phia, and other cities. No record of the volume of
business of these plants appears to exist, but it is
known that most of their sales were made to the
more wealthy colonists. Other people used raw sugar
or perhaps none at all.

The earliest statistics concerning sugar refining in
the United States are contained in a report by Tenche
Coxe, Commissioner of Revenue, which covers the
year ending September 30, 1795 (62). According to
this report, 578,939 pounds of sugar were refined
that year in Massachusetts, Rhode Island, New York,
Pennsylvania, and Maryland. Gross taxes collected on
the business amounted to $34,527.86. However, the
quantity refined in Rhode Island and Pennsylvania is
not included in the report, although the tax collected
in these States is included. It has been estimated that
inclusion of the quantities omitted would have
resulted in a total output of 1,092,000 pounds.

Reports indicate that in 1836 there were 38 refine-
ries in the United States, 3 in New Orleans, 8 in Bal-
timore, 11 in Philadelphia, 11 in New York, 3 in Bos-
ton, 1 in Salem, Massachusetts, and 1 in Providence,
Rhode Island. The value of the product of sugar refine-
ries was reported to be $2 million (62). Four years
later there were 43 refineries in the United States
with an invested capital of $5,640,000; an average of
$131,000 per plant. Refineries were, for the most
part, small and equipped with only crude and meager
machinery. It was well after the Civil War before
important technological advances were made -in the
art of refining sugar, and refineries then began to
resemble those of the present time.

By 1870 the number of sugar refineries had
increased to 59 with a total capitalization of
$20,545,000. Reports are fragmentary and sometimes
conflicting, but it appears that the number of sugar
refineries did not increase much, if at ali, after 1870.
The average size of the plants did increase as new
and larger types of equipment became available.

From their beginning in colonial times, sugar
refineries were nearly all located in port cities which
were centers of population where the product could
be sold. They were also convenient places for
unloading raw sugar shipped to this country. By 1870
waterfront sites in these port cities began to assume
greater importance than they had in earlier years. At
such sites, the refinery could build its own wharf and
move sugar directly from a ship into the refinery. The
larger plants made the most use of these waterfront
sites.

Despite the rapid increase in sugar consumption in
the United States, sugar refiners complained of
excess capacity and low profits. An industry repres-
entative testified at a congressional hearing that there
were only 42 refineries in 1875 and that these had



diminished to 27 by 1880. This number is reported to
have been reduced, through failures, to 24 in 1887.

The Sugar Trust

An indication of the profitableness of the sugar
refining industry is the size of the margin between the
price of raw and refined sugar. In general the wider
the margin, the higher the profit, although profit is
also affected by the cost of operating the refinery and
selling the sugar. The margin between the price of
raw (centrifugal) and refined (granulated) sugar
declined from 1.437 cent per pound in 1882 to 0.712
cent in 1885, and it remained low through 1887.
These reduced margins appear to have been a major
factor inducing the formation of what was commonly
called the Sugar Trust. This organization was estab-
lished in 1887 as the Sugar Refineries Company.
Attempts at forming a combination of sugar refiners
had been made at least as early as 1881, but they
never achieved more than temporary and local effects
on the sugar market (62).

The formation of the sugar combination in 1887
was not an isolated phenomenon. Other trusts
organized at about the same time included those con-
cerned with milk, rubber, cottonseed oil, envelopes,
elevators, oilcloth, petroleum, meat, glass, and fur-
niture.

The Sugar Refineries Company as originally estab-
lished had eight sugar refining corporations as mem-
bers. These were soon joined by others and within a
few months 20 refiners were included; 11 of these
were in New York, 4 in Boston, and the other § in
Portland, St. Louis, New Orleans, and San Francisco.
The company reduced to 10 the number of plants that
continued to operate. It is estimated that the original
20 plants had a combined daily capacity of 33,500
barrels. Yet the 10 plants which continued in oper-
ation had, as a resuit of better management, a capac-
ity of 34,000 barrels. Only five refineries remained
independent, which reportedly had a daily capacity of
10,400 barrels.

Each member of the Sugar Refineries Company
was organized as a corporation. The stock of these
corporations was exchanged for trust certificates
issued by the holding company. The affairs of the
Sugar Refineries Company were managed by 11 trust-
ees. All dividends of the member companies were
paid to the Sugar Refineries Company and redis-
tributed to the members according to an agreed-upon
formula. In this way the owners of plants which had
been closed, because of excess capacity in the indus-
try, could still receive an income. By closing certain
plants and operating the rest at more nearly full
capacity, the output of the industry could be maintain-
ed, costs reduced, and total profits increased.

The operations of the Sugar Refineries Company
appear to have succeeded reasonably well for a time.
Refiners’ margins in 1888 and 1889 were substan-
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tially above those of 1887 and the immediately pre-
ceding years. However, the operations of the company
were soon challenged on legal grounds, and the char-
ter of the North River Sugar Refining Company, a
member, was annulled. This decision was confirmed
by the Supreme Court of New York in November
1889. The Sugar Refineries Company was reorganized
in January 1891 as the American Sugar Refining
Company, a corporation chartered under the laws of
New Jersey.

Meanwhile, the capacity of the independent sugar
refineries had increased, and refining margins
declined in 1890 and 1891. However, sugar con-
sumption continued to increase; the gain in 1891 over
the previous year amounted to 23 percent. This gain
was generally attributed to cheaper sugar resulting
from a reduction in the tariff. Increased volume doubt-
less helped to offset the adverse effect of lower mar-
gins on refiners’ profits.

The organization under its new corporate name
responded to the increased competition by buying as
many of the competing plants as possible. And by
1892 it controlled about 90 percent of the sugar refin-
ing capacity of the United States. The principal com-
petition that remained was with semirefined sugar
produced in Louisiana. This was made in mills which
processed sugarcane and, in place of selling raw
sugar to the refineries, manufactured a product inter-
mediate in quality between raw and refined sugar.
Even though accurate data are not available, most of
the sugar produced in Louisiana during this period
appears to have been sold as raw sugar. Another
developing source of competition was beet sugar. Beet
sugar mills produced refined sugar from their earliest
establishment in the United States, in contrast to the
situation in Europe where many of the early mills
made raw sugar for sale to refiners.

The margin between the prices of raw and refined
sugar widened in 1892 and 1893, following the new
acquisitions of the American Sugar Refining Com-
pany, much as had happened in 1888 and 1889.
However, as in the earlier period, new refineries were
built and the refining margin declined in 1894.

The most serious competition encountered by the
American Sugar Refining Company at this time seems
to have come from Arbuckle Brothers. This firm had
developed a business in roasted coffee in New York. It
held a patent on a machine for packing coffee in 1-
pound paper bags or cartons. These packages became
very popular, and the company then began selling
sugar in the same type of package. The machine
worked just as well with sugar as with coffee.

Originally the sugar was purchased from the Amer-
ican Sugar Refining Company and put in the new
packages. The business became profitable, and the
sugar company attempted to buy the Arbuckle patent.
Arbuckle Brothers refused to sell and, being unable to
continue the purchase of refined sugar, decided to



build a sugar refinery of their own. The American
Sugar Refining Company responded by entering the
coffee business through the purchase of a share in
another company engaged in that trade. The Arbuckle
sugar refinery began operating in 1898.

The next important event in the struggle for control
of the sugar market occurred in 1900 when three
independent firms united to form The Nationa! Sugar
Refining Company. The new organization soon
appeared to be working in harmony with the Ameri-
can Sugar Refining Company, leaving only Arbuckle
Brothers as a real independent. This ended what was
apparently the most severe period of competition in
sugar refining. However, the American and National
sugar refining companies still did not have the power
to prevent the establishment of new refineries or to
stop the growth of competition from semirefined
sugar produced in Louisiana and from the expanding
beet sugar industry. The significance of these and
other factors can best be understood after consid-
eration of other events at the start of the 20th century
which affected not only sugar refining but all other
aspects of the sugar industry.

European Sugar Bounties

Developments of the sugar industry in Europe dur-
ing the last half of the 19th century were in certain
ways more dramatic and of greater and more lasting
influence on world sugar trade than anything that
happened in the United States. The most important of
these events concerned the growth of the beet sugar
industry on the Continent. This production of sugar
from beets, as already noted, began early in the 19th
century. By 1866 world beet sugar production had

reached 741,000 tons, and 33 years later in 1899 it

reached to 5,965,000 tons. The 1899 output was 65
percent of the world’'s production of cane and beet
sugar.

Continental Europe accounted for about 95 percent
of world beet sugar production in 1899. Russia, Ger-
many, France, Holland, and Belgium provided 57 per-
cent of the world total. Sugar production in these
countries, and to a lesser extent in some others,
exceeded their own consumption and caused produc-
ers to seek export markets. This situation developed
gradually, beginning for France as early as 1860 (28).

In general, the governments of these countries
encouraged exports by establishing export subsidies of
various sorts. In France such subsidies preceded the
first production of beet sugar by more than 100 years.
In 1684 Colbert instituted “"‘primes d’exportation’”
which granted refined sugar exports a drawback of
the duty paid on raw sugar when imported. The
bounty arose as a result of the method of calculating
the drawback received by the exporter. This was
established on the basis that 100 pounds of raw sugar
would yield 44.44 pounds of refined. By 1786 it
appeared that the actual recovery was 56.56 pounds

of refined sugar per 100 pounds of raw sugar. But the
official conversion factor was unchanged from that set
100 years earlier. Recovery rates had doubtless
increased more or less gradually during this period
and varied among refiners according to the quality of
the raw sugar and the effectiveness of the refiners’
operations. The rate of the export subsidy, therefore,
cannot be calculated exactly for an individual refiner
even for 1 year.

This type of export subsidy was discontinued by
France in 1786 but reestablished in 1816 when the
beet sugar industry was beginning to develop. The
official conversion rate was established in 1816 at
100 pounds of refined sugar for 200 pounds of raw
sugar. The French subsidy for the earlier period bene-
fited only the refiners of cane sugar. However, begin-
ning in 1816, producers of beet sugar who could seli
their product in foreign countries gradually became
the most important beneficiaries.

Sugar bounties developed somewhat more slowly
in Germany than in France. In fact, opposition to the
development of a beet sugar industry in Germany, on
the grounds that it would interfere with foreign trade
and increase the cost of sugar to consumers, was
more or less active until about 1850.

The German bounty system started about 1885. A
tax was established on sugarbeets which was
refunded on all sugar exported. The refund was based
on a recovery of 8.51 pounds of sugar per 100 pounds
of beets. Actual recovery averaged 11.76 pounds in
1885 and 12.01 pounds in 1891. The subsidy gradu-
ally increased over time as the sugar content of the
beets increased, largely a result of scientific research.

U.S. and English Imports of Beet Sugar

Most of the beet sugar exported from continental

. Europe in the last half of the 19th century went to
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England and the United States. The United States, as
a measure of protection from what would now be
called dumping, adopted countervailing duties starting
in 1890. This did not completely stop the imports, and
some shipments of beet sugar from Europe to the
United States continued until the European nations
took steps to abolish the export subsidies at the start
of the 20th century. Most of the beet sugar going to
the United States was in the form of raw sugar, pri-
marily because the tariff was higher on refined sugar
than on raw sugar. This protected U.S. refiners.

England took a different attitude toward the
importation of subsidized sugar. England had imposed
an import duty on sugar from 1651 to 1846. Starting
in 1846, with the enactment of the corn laws, duties
on sugar were generally reduced, the reductions being
greater on sugar from foreign countries so that the
preference to British colonies was reduced. Sugar
became free of duty in England in 1874 and remained
free until 1901.



The timing of England’s movement to free trade in
sugar corresponded rather closely with the rise of of
export bounties by the continental countries. Pre-
sumably this was accidental. In any event, by 1901
most of the sugar imported into England was beet
sugar, and the price of sugar in London in 1899 was
less than half that prevailing in 1872.

This produced several noteworthy results. First,
British sugar producing colonies in the Caribbean and
elsewhere, which had been highly prosperous in the
18th and early 19th centuries, were by 1900 reduced
to a very impoverished condition. The price at which
they could sell their sugar had declined drastically.
Substitute crops which could be grown profitably were
not generally available.

Also, the cane sugar refining industry in England
suffered severely, and many refineries were closed
because of the large imports of refined beet sugar.

The same cheap sugar that impoverished the
British sugar colonies and damaged the refining
industry was highly beneficial to English consumers. It
was especially beneficial to persons engaged in man-
ufacturing such sugar-containing items as jams, mar-
malade, confectionery items, and sweet baked goods.
These industries developed rapidly using cheap sugar.
And in some cases they were able to export some of
their sugar-containing products to the countries from
which they had obtained subsidized sugar.

Brussels Convention

As the volume of sugar exported with the aid of
bounties increased, the cost to the bounty paying
countries also rose, imposing an incr2asingly severe
financial burden on them. As early as 1851 France
began looking for ways of removing or at least reduc-
ing this burden. Beginning in 1863 a number of con-
ferences were held among the nations concerned,
including England. However, it was not until 1901
that effective action to suppress the subsidies was
taken at the Brussels Convention.

The avowed intention of the Brussels Convention
was to equalize competition between beet and cane
sugar exported from various countries and to promote
the consumption of sugar. To accomplish this the sig-
natories agreed to abolish all direct and indirect boun-
ties on the export of sugar and to limit surtaxes from
the effective date (Sept. 1, 1903) of the convention.
The surtax was defined as the difference between the
rate of duty or taxation to which foreign sugars were
subject and that imposed on the home product. It was
not to exceed 6 francs per 100 kilograms on refined
sugar or 5 francs 50 centimes per 100 kilograms on
other sugar.

The contracting parties also agreed to either refuse
entry to sugar from countries granting bounties on the
production or export of sugar or to impose special
duties on such imports. The special duty was to be not
less than the bounty granted in the county of origin.
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No preferences were to be granted to sugar produced
in colonies. Each country which was party to the con-
vention agreed to admit sugar from other member
countries at the lowest rate of import duty imposed on
sugar from any other country, and they agreed that
cane and beet sugar would be subject to the same
rates of duty.

The convention, with modification and the admit-
tance of some new members (the United States was
never a member) remained in effect until the outbreak
of World War 1. During the time it was in effect, sugar
consumption in continental Europe increased greatly,
as domestic prices were reduced. Beet sugar produc-
tion remained profitable in most countries where it
had developed and production began to increase in
the years immediately prior to World War |.

The Brussels Convention is generally regarded as
the first effective international agreement regulating
trade in sugar. Numerous attempts, some of them rea-
sonably successful, have followed the effort at Brus-
sels.

Developments in the Corn
Wet Milling Industry

The small beginnings of the production of sweet-
eners from starch, which had been made in the
United States prior to the Civil War, were gradually
expanded after the end of the confiict, first by the
establishment in 1873 of a plant in Buffalo, New York.
Major outlets for the dextrose produced from cor-
nstarch in this plant were to manufacturers of vinegar
and to the brewing industry. Soon other plants pro-
ducing sweeteners from cornstarch were established,
and by 1879 sweeteners had become a major outlet
for cornstarch, although the sugar being manufactured
was quite crude {70 to 80 percent dextrose) by today’s
standards.

However, by 1880 a process had been developed
for producing relatively pure anhydrous dextrose.*
Commercially successful methods of manufacturing
dextrose hydrate were not developed until consid-
erably later. Since this development, most of the com-
mercial production of dextrose has been in the form of
dextrose hydrate rather than anhydrous dextrose.

During the time when methods for producing dex-
trose were being developed, the industry was also
developing improved ways of producing and marketing
corn sirup. Sirup represents an intermediate.state in
conversion of starch into dextrose. It consists of a
mixture of dextrose and other saccharides, exclusive
of sucrose. The proportion of the various saccharides
in the mixture can be controlled to a considerable

4Anhydrous dextrose contains no chemically combined

water in contrast to the more commonly sold product in
recent years—dextrose hydrate—which contains one mole-
cule of water chemically combined with each molecule of
dextrose.



extent by the manufacturer, so that various types of
sirup have been produced and marketed for many
years. Buyers’' preferences vary according to the use
they make of the sirup.

Most of the early plants built to produce sweet-
eners from starch in the United States were construc-
ted in the Northeastern States. Since about 1880,
however, production facilities have become concen-
trated in the Corn Belt with the largest number of
plants in lllinois and lowa. With one exception, all

plants producing sweeteners from starch have used
corn as their raw material since 1873. A plant in Cor-
pus Christi, Tex., built after World War Il, sometimes
uses grain sorghum.

Most of these plants have always produced starch
for sale as well as converting starch into corn sirup or
dextrose. The industry producing these products since
late in the 19th century has been called the corn wet
milling industry, since the corn is softened with water
before being ground.

CHANGES IN U.S. SUGAR TRADE FOLLOWING THE SPANISH-
AMERICAN WAR AND DURING 1900-15

At the end of the Spanish-American War in 1899,
Cuba, Puerto Rico, and the Philippines were trans-
ferred to U.S. control, although Cuba’s independence
was recognized in the peace treaty and the United
States promised eventual independence to the Phi-
lippines. U.S. policy toward these territories encour-
aged the development of the sugar industry in each of
them (32).

Changes in Tariff Duties

Following the Spanish-American War, Puerto Rico
became a possession of the United States. Since
1902 sugar produced there has been admitted to the
United States free of duty, and the import duty on Phi-
lippine sugar was reduced to 75 percent of the gen-
eral rate in 1902. The Philippine Islands were allowed
to send as much as 300,000 tons a year to the United
States free of duty beginning in 1902. In 1914 the
limit was removed, and all Philippine sugar was
admitted duty free, until after World War Il. A treaty of
reciprocity with Cuba became effective in December
1903. Under the treaty, the United States established
the duty on sugar from Cuba at 80 percent of the gen-
eral rate, thus granting Cuba a 20-percent preferen-
tial. The most important immediate effect of this pref-
erence was to make the duty on raw sugar (96-degree
polarization) from Cuba 1.348 cents a pound, as com-
pared with 1.685 cents for other countries (565).

Changes in Production

Sugar producers in the three areas responded to
the changes in the U.S. tariff by increasing their out-
put. Cuban production reached a million tons in 1891-
95 and then declined to less than a third of that
amount during the revolutionary struggle with Spain.
But Cuba recovered its former level by 1901-5
(table 1). Production continued to increase and
exceeded 2.5 million tons a year during 1911-15.

Puerto Rican production also declined during 1896-
1900 but much more moderately than in Cuba. The
increase in production in the next 15 years, however,

Table 1—Sugar production in Cuba, Puerto Rico and the
Philippines, prior to and following the Spanish-American
War, 5-year averages, 1891-85 to 1911-15

S5-year average Cuba Puerto Rico Philippines
------ 1,000 short tons - ---- -
1881-85 626 87 189
1886-90 733 70 186
1891-95 1,061 63 287
1896-1900 ..... 313 61 135
190105 ....... 1,065 141 110
1906-10 ....... 1,564 282 146
1911-15 ....... 2,548 390 358
Source: Puerto Rico and the Philippines, Yearbook of

Agriculture 1924, U.S. Dept. of Agr. Cuba, the Agriculture of
Cuba, by P, G. Minneman, U.S. Dept. of Agr. For. Agr., Bul. No.
2,1942,

was sufficient to raise Puerto Rican sugar output sub-
stantially above previous levels.

The low point of Philippine sugar production was
reached about 5 years later than in the two other
areas. Political instability continued for a longer time
than in Cuba or Puerto Rico. Also, the recovery of pro-
duction, while substantial, proceeded at a slower rate.
Duty-free entry to the United States, limited to
300,000 tons of sugar a year from 1909 through
1914, helped to keep industry expansion in the Phi-
lippines from exceeding this figure, plus the amount
needed for domestic consumption in the Islands. Pro-
duction in the Philippines achieved its major expan-
sion following World War |. )

U.S. production of beet sugar, which reached
92,000 tons, raw value, for the first time in 1855,
continued to increase rapidly. It reached a peak of
935,000 in 1915. At that time, helped by the outbreak
of war in Europe, beet sugar produced in this country

" first became an important source of U.S. sugar (22). In
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1900, beet sugar provided only 3.8 percent of the
total supply; by 1915, it contributed 19.8 percent.
After a long period of trial and error, people interested
in the commercial production of beet sugar began to
learn how and where sugarbeets could be grown prof-



itably. In this they received substantial help from
USDA plant scientists.

Sugar production in Hawaii also increased rapidly
during this period, rising from 252,000 tons in 1900
to 640,000 in 1915. The rise continued the expansion
that began in 1876 with the treaty of reciprocity
between the United States and the Kingdom of
Hawaii. The expansion after 1900 was further encour-
aged by the annexation of Hawaii as a U.S. territory.

In contrast to trends in other areas, Louisiana pro-
duction, although fluctuating widely from year to year,
tended somewhat downward (23). Annual production
in 1900-4 averaged 348,000 tons; in 1911-15, only
242,000 tons. The decline appears to have been
largely the result of production difficulties caused by
adverse weather (mainly frost), diseases, and insect
damage.

Sugar Consumption

Total U.S. sugar consumption expanded rapidly dur-
ing this period. In 1911-15 it rose to more than three
times the level in 1881-85 (table 2). Much of the
increase resulted from the increase in population, but
per capita consumption also grew substantially.

Table 2—Sources of supply for U.S. sugar consumption,
5-year averages, 1881-85 to 1911-15

U.S. production Consumption2
5-year Net
average imports Per
Mainland | Insular Total capita
----- 1,000 tons - - - - - Pounds
1881-85 ... 133 .- 1,172 1,305 47.6
1886-90 ... 173 --- 1,457 1,630 53.3
189195 ... 295 .- 1,899 2,194 64.9
1896-1900 . 345 83! 1,945 2,373 64.0
1901-05 ... 604 540 1,824 2,968 72.5
1906-10 ... 848 818 1,898 3,564 79.3
1911-15 ... 1,021 1,070 2,095 4,186 86.1

' Beginning in 1900 when production was 416,000 tons. 2No
atltowance has been made for changes in inventory.

Most of the sugar for the increased consumption
came from domestic sources, particularly after 1900,
when Hawaiian and Puerto Rican output became part
of the domestic supply. Although imports had
increased substantially up to 1900, they declined
somewhat in the following years and did not exceed
their 1896-1900 average until 1911-15. The per-
centage of consumption supplied by imports declined
throughout the period. Before 1300, imports
accounted for more than 80 percent of U.S. con-
sumption. The inclusion of supplies from Hawaii and
"Puerto Rico resulted in a sharp drop in the import
share to about 62 percent in 1901-5. The proportion
imported declined further to 50 percent in 1911-15.
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Changes in Sources of Imports

Not only did the relative importance of imports as a
source of supply decline following the Spanish-Ameri-
can War, the comparative importance of different
sources of sugar imports shifted greatly. These shifts
were largely the result of preferential tariff rates,
which the United States granted to Puerto Rico, the
Philippines, and Cuba, and the removal of export
bounties on sugar by European beet sugar producing
countries, as provided by the Brussels Convention.
During the 15 years prior to 1896, about 45 percent
of US. sugar imports came from Cuba, some 7 or 8
percent from the Philippines, and the rest from other
countries.

Imports from Cuba declined greatly during the revo-
lution which began in that country some years before
the Spanish-American War. However, these imports
recovered rapidly, and in 1901-5, about 60 percent of
sugar imported into the United States came from
Cuba. This percentage increased to 90 percent in
1911-15. :

The trend of imports from the Philippines was simi-
lar to that of Cuba, on a much smaller scale. Imports
from the Philippines, because of continuing civil disor-
der, reached a low point 5 years later than the low for
Cuba.

Receipts of sugar from countries other than Cuba
and the Philippines, which averaged about 48 percent
of all U.S. imports of sugar prior to the Spanish-Amer-
ican War, rose to 80 percent during 1896-1900 and
then declined rapidly, amounting to less than 40 per-
cent in 1911-15. During this period, imports of beet
sugar from Europe almost disappeared. Imports of
cane sugar, most of which had come from other
countries in the Western Hemisphere, declined more
slowly but were reduced to a very low level prior to
World War |I.

Reciprocity with Cuba

The treaty of reciprocity with Cuba, which became
effective on December 27, 1903, aroused consid-
erable controversy among representatives of the U.S.
sugar industry while under consideration by the Con-
gress. In general, sugarbeet growers and processors
were opposed to granting a preferential rate of duty
on Cuban sugar. The main force of their arguments
was that the proposed preferential would reduce the
protection received by the domestic sugar industry,
including the beet industry. The refiners, on the other
hand, supported the granting of a preferential rate on
sugar from Cuba. Cuba was a convenient place from
which to obtain raw sugar for refining. It was rela-
tively nearby and large supplies could, if needed, have
been obtained in a short time (55,68). The proponents
of reciprocity prevailed and Cuban sugar entered this
country at a preferential rate of duty until 1960.



Economic Effects, 1904-9

The economic effects of reciprocity with Cuba
appear to have differed somewhat from those antici-
pated by the opponents of the treaty, especially during
the first years the treaty was in effect (68). During the
first 5 years (1904-9) after the treaty became effective,
practically all the sugar exported from Cuba came to
the United States (table 3). Also, U.S. imports of sugar
from countries other than Cuba and the Philippines
continued in considerable volume during 1904-9. In
the following period, 1910-14, the volume of Cuban
sugar exports to the United States continued to
increase, but total sugar exports from that country
increased even faster. Consequently, about 8 percent
of Cuban exports in 1910-14 went to countries other
than the United States, compared with only 0.2 per-
cent during the previous period.

When practically all Cuban sugar exports came to
the United States, and the United States also
imported substantial quantities of sugar from other
countries at the full rate of duty, Cuban sugar produc-
ers apparently were receiving the full benefit of the
U.S. tariff preferential. The price paid for Cuban sugar
delivered in the United States was the same as that
for sugar from other countries and the difference in
rates of duty, 0.337 cent a pound on sugar polarizing
at 96 degrees, accrued to producers in Cuba. With
average annual exports to the United States of
1,324,000 tons during 1904-9 these benefits
amounted to $8,924,000 a year.

The principal effect in the United States of the
Cuban preferential during this period was to reduce
U.S. Treasury receipts by the amount gained by Cuban
sugar producers. U.S. sugar prices were not affected
by the preferential, since the full-duty rate applied to a
sizable quantity of imports and remained the effective
rate so far as internal prices in this country were con-
cerned.

The effect of the Cuban preferential on other sugar
exporting countries during 1904-9 was also minor.
The volume of their exports to the United States was
reduced, but supplies of Cuban sugar in their other

export markets were greatly reduced or disappeared.
The principal result was that the relative importance
of the United States and other countries as outlets for
their sugar was altered. Trade patterns shifted.

Economic Effects after 1909

Beginning about 1910, Cuban sugar exports
reached a level higher than could be exported to the
United States at prices equal to those offered by other
importing countries. When this point was reached,
exports of Cuban sugar to countries other than the
United States began growing in volume and U.S.
imports of sugar from countries other than Cuba and
the Philippines were reduced to very low levels.

With these shifts in trade, the preferential rate on
Cuban sugar, rather than the full-duty rate, became
the effective U.S. tariff level. If the general duty had
been reduced by 0.337 cent a pound, the amount of
the preference, the effect in the United States would
have been similar. This reduction lowered the protec-
tion offered the domestic sugar industry and imports
of duty-free sugar from the Philippines. Also, it pre-
sumably resulted in a slight increase in U.S. sugar
consumption. The rise was restricted by the
inelasticity of demand for sugar in this country.

When the U.S. preferential rate for Cuban sugar
became the effective rate, the advantage to Cuban
sugar producers largely disappeared. Cuban sugar,
f.o.b. Cuba, sold for the same price whether destined
for the United States or some other country. Two
advantages remained for Cuban producers. One was a
secure market in the United States for a large quantity
of sugar in case other markets declined in importance
or disappeared. The other was slightly larger exports
to the United States. Lower prices here encouraged
consumers to buy more sugar and presumably slowed
somewhat the expansion of the domestic sugar indus-
try, resulting in slightly larger exports. Both these
advantages were too slight to be measured statisti-
cally.

Similarly, the fact that the Cuban preferential rate

Table 3—Exports of Cuban raw sugar to the United States and other countries
and U.S. imports from other countries, 1900-03 to 1910-14!

Exports from Cuba
U.S. imports from coun-
Average'! Total To Share to United States, tries other than Cuba
United States centage of total and the Philippines
------- 1,000 tons - ------.. Percent 1,000 tons
1900-1903 .............. 877 870 99.2 939
1904-1909 ..........c... 1,327 1,324 99.8 574
1910-1914 .............. 2,138 1,964 91.9 150

! vears ending June 30.

Source: U.S. Tariff Commission Report, "The Effects of the Cuban Reciprocity of 1902,” 1929, Last column from Sugar Statistics
and Related Data, Vol. 1, Bul. 293, Agr, Stabil. and Conser. Serv., U.S, Dept. of Agr.
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became the effective U.S. rate of duty had only slight
effect on exporting countries other than Cuba and the
Philippines. It became necessary for them to sell their
sugar in other than U.S. markets, but they could still
sell it at the same price producers in Cuba were
receiving for sugar sold in the United States and other
countries, so long as tariffs were the only obstacle to
exports.

The chief effect of the change in trade position
occurring about 1910 may be summarized as being
the transfer of the advantage obtained from the
Cuban preferential from Cuban sugar producers to
U.S. consumers.

The treaty of reciprocity with Cuba dealt with many
commodities other than sugar. A discussion confined
to sugar, even though it was the most important com-
modity concerned, obviously cannot evaluate the
entire effects of the treaty. However, consideration of
these other aspects is beyond the scope of this report.

New Capital Investments in Cuba

The stabilization of political and economic condi-
tions in Cuba and other areas where Spain relin-
quished control was speedily followed by a sizable
flow of capital to these areas from U.S. sources and,
to a lesser extent, from other countries. Prior to the
Spanish-American War, U.S. citizens had made cer-
tain investments in Cuba, estimated at $50 million.
The end of fighting in Cuba and the U.S. occupation
for a few years resulted in the establishment of an
independent government on democratic lines. And the
acceptance by Cuba of the Platt Amendment as part
of its constitution greatly encouraged additional
investments in Cuba by U.S. citizens. The Platt
Amendment, a law enacted by the U.S. Congress, was
proposed to Cuba for inclusion in its constitution as a
means of facilitating U.S. withdrawal from Cuba and
the recognition of its new Government. The most
important provision permitted the United States to
intervene in Cuban affairs whenever necessary to
maintain civil order in that country {25,46,58).

These assurances greatly encouraged further
investments in Cuba, since they promised to con-
tribute to continued political stability there (28). Also,
the U.S. taritf preferential on Cuban sugar at first
promised to increase the profitability of investments
in the Cuban sugar industry. An additional attraction
for firms engaged in sugar refining in the United
States came from their ability to ship their own sugar
to their U.S. refineries (6). This form of integration
gave them added assurance of the availability of at
least part of the supplies for their refining operations
whenever needed and of greater control over the
quality of the raw sugar they received.

The first rush of American investment in Cuban
sugar properties occurred immediately after the end of
the Spanish-American War. Large additional
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investments were made during and shortly after
World War 1.

in 1915 U.S. interests owned 43 of the 170 mills
then operating in Cuba; in 1940 the proportion was
67 of 174. However, the American mills in most
cases were considerably larger than other mills, and
American-owned mills produced half or more of the
total Cuban sugar output. American investors also
owned large areas of Cuban land that were used to
produce sugarcane, but in most cases, they were not
large enough to supply all of the sugarcane processed
by their mills. Consequently, sugarcane was also pur-
chased from independent Cuban growers known as
colonos.

Capital Investments in Puerto Rico

The movement of U.S. capital into the Puerto Rican
sugar industry occurred at about the same time as
that in Cuba, but on a considerably smaller scale, as
the area suitable for growing sugarcane is much
smaller in Puerto Rico than in Cuba. As soon as sugar
from Puerto Rico was admitted duty free to the United
States, sugar producers there possessed the same
economic advantage over those in Cuba as producers
in the continental United States and Hawaii, and lat-
er, the Philippines.

The combined production of all duty-free areas did
not equal U.S. sugar consumption, and imports of
Cuban sugar continued in volume. Consequently, pro-
ducers in areas such as Puerto Rico with duty-free
entry into the United States continued to receive pro-
tection from the tariff on sugar from Cuba.

Capital Investments in the Philippines

Extensive investments by U.S. citizens in the Phi-
lippine sugar industry developed more slowly than in
Cuba and Puerto Rico and remained less important
relative to the total size of the industry there. Sugar
was less important in the economy of the Philippines
than in that of Cuba or Puerto Rico. Also, the limit on
duty-free imports may have combined with uncer-
tainties about the islands’ future political status to
slow investment in the Philippines, since they were
promised eventual freedom. .

Distance was another factor that was especially
important before the Panama Canal opened in 1914,
Hawaiian cane and California beet sugar amply sup-
plied the sugar needs of the western United States,
and the route from the Philippines to northeastern
U.S. ports, the primary market for imported sugar,
was even longer than at present.

The Sugar Trust after 1902

The sugar trust, which developed late in the 19th
century and was incorporated as The American Sugar
Refining Company in 1891, continued to expand its



sugar interests until checked by Government suit
brought in November 1910 (37). The acquisition of siz-
able blocks of stock (in some cases a controlling inter-
est) in several sugarbeet processing companies was
among the more important of its later expansionist
moves. Beet sugar companies in which The American
Sugar Refining Co. purchased stock included The
American Beet Sugar Co., Spreckles Sugar Co.,
Michigan Sugar Co., The Great Western Sugar Co.,
Utah-ldaho Sugar Co., and The Amalgamated Sugar
Co. (39). According to Vogt (62),

“The best information available is that in
1905, out of a total of fifty-seven active
factories, The American Sugar Refining
Co. was supposed to hold one-half or a
controlling interest in thirty-five factories,
representing a capacity of 28,700 tons of
beets daily while the independent compa-
nies had twenty-two plants with a capacity
of 13,150 tons.” “This placed the Trust in
virtual control of 68.7 percent of the beet
sugar produced in this country. For the
campaign of 1906, twelve new plants
were building, with a daily capacity of
9,250 tons, and of these The American
Sugar Refining Co. had an interest in at
least five with 3,000 tons capacity, or
about 39 percent of the total. If all
investments of the Trust, as such, or if the
holdings in beet sugar by prominent Trust
stockholders were known, the probabilities
are that this percent would be greater
still.”

The Company also had an indirect interest in the
Hawaiian sugar industry through its one-half own-
ership of the Spreckles Sugar Company of California.
The remaining share of the ownership was controiled
by interests which also owned large sugar properties
in Hawaii (37).

The suit instituted by the Government in November
1910 was finally settled by a consent decree dated
December 29, 1921. In a statement issued to its
stockholders by The American Sugar Refining Co. at
the time the settlement was recommended to the
Court, the U.S. Attorney General was quoted as say-
ing that—

““It is believed that The American Sugar
Refining Company is no longer a trust or
monopoly. At the time the suit was com-
menced the American and its allied inter-
ests controlled about 75 percent of the
refined sugar industry of the United
States. At the present time, the control of
the American has decreased to the point
where it now controls about 24 percent of
the industry. Under the change of man-
agement of the Company which took place

about the time of the beginning of this suit
the Company has since endeavored to
comply with the law and the Govern-
ment’s requirements. It has during recent
yvears entirely discontinued the practices
which were the cause of the chief com-
plaints against it in the suit. It is believed
that the consumer of sugar can now rest
assured that competitive conditions in the
industry have been entirely restored and
that the price he pays for his sugar in the
future will be the result of natural
unrestrained competition. The con-
sequence of this decree, which finally dis-
poses of such long pending litigation, will
doubtless prove beneficial to all branches
of the sugar industry in this country,
including both cane and beet sugar indus-
tries in the United States, and it is hoped
that it will be of some benefit to the
world-wide raw sugar situation, including
that of Cuba.”

Corn Sweeteners

By 1900 several efforts had been made to combine
large segments of what was then commonly called
the glucose or starch industry in the United States
into a single ownership or control for the purpose of
increasing profits (63). These culminated in 1902 in
an amalgamation called the Corn Products Company
(69). This company obtained control of about 71 per-
cent of the production capacity of the industry in the
United States. In addition, the Corn Products Company
acquired 49.7 percent of the stock of another com-
pany with 9 percent of the industry’s capacity. Later,
still other acquisitions were made. The 50.3 percent
of the stock in the company in which the Corn Prod-
ucts Refining Company held a minority interest was
owned by persons having financial interests in the
Standard Qil Company. These persons placed their
stocks in a holding company so that the Corn Products
Company was unable to acquire any of it.

Meanwhile, persons connected with the Standard

: Qil Company, some of whom apparently also had

interests in the glucose industry, had acquired large

. blocks of stock in The American Sugar Refining Com-

pany, providing a link in ownership between the dom-
inant companies in the sugar and corn sweeteners

industries.
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In 1916 the courts held the Corn Products Refining
Company an unlawful combination in restraint of
trade and ordered the sale of certain properties and
imposed certain other restraints designed to eliminate
the company’s monopoly power. The Corn Products
Refining Company was allowed to continue its oper-
ations but retained only three plants, two in lllinois
and one in New Jersey (67).



Saccharin

The commercial production of saccharin began in
1901. Saccharin is a chemical made from non-
agricultural materials which is about 300 times as
sweet as sugar. It has no nutritive value. In addition to
tasting sweet it also tastes bitter to some, but not all,
consumers.

The principal use of saccharin for many years was
by people who for health reasons could not consume
sugar. Consequently, it did not compete seriously with
sugar in the marketplace during its early history. Later
there were changes in this situation and the
importance of saccharin as a sweetener increased.

SUGAR DURING

Before war broke out in Europe in August 1914,
world sugar production had been increasing rapidly,
rising 60 percent in crop years from 1902/3 to
1913/14. Europe was the largest producer by a sub-
stantial margin, accounting for about 42 percent of
total world output in 1909-13 (table 4). Nearly all
European production took place on the Continent and
about 99.8 percent was beet sugar; the rest was cane
sugar produced in Spain.

Europe as a whole, exclusive of England, was also
a large exporter of sugar, providing about 35 percent
of total world exports during 1909-13. The only other
countries with sizable exports were Cuba, with 27
percent of the total, and the Dutch East Indies, with
19 percent.

U.S. imports of sugar during this period amounted
to about 30 percent of the world total and those of the
United Kingdom, 26 percent. Most of Britain’s sugar
imports during this period consisted of beet sugar pro-
duced in continental Europe. More than 50 percent of
Britain’s imports in the immediate prewar years came
from Germany and Austria-Hungary.

Shifts in Production

Much of the European beet sugar industry was
destroyed during World War |, European production
declined from 1909/10 to 1913/ 14 about 58 percent
to 8,134,000 tons. The greatest decline, 95 percent,
occurred in Russia, where revolution added to the
destruction resulting from the war with Germany and
Austria-Hungary. French production declined 78 per-
cent, and German, 65 percent.

Sugar production in most non-European countries
tended to increase during World War |, although not
enough to offset declines in Europe. Thus, total world
output in 1919/20 to 17,867,000 tons was about 3
percent below the prewar average. The largest
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Tariff Changes Before World War |

Except for the preferential reduction in the duty on
sugar from Cuba in 1903, the general or full duty rate
on raw sugar remained unchanged from 1897 to
March 1, 1914. At that time the full duty rate on raw
sugar (96-degree polarization) was reduced to 1.256
cents per pound and on sugar from Cuba to 1.0048
cents. The law as enacted provided that all sugar
should be placed on the free list on May 1, 1916. This
provision was repealed April 27, 1916.

The reduction in the tariff rate on sugar in 1914
was part of a movement toward freer international
trade initiated by President Wilson and embodied in
the Underwood-Simmons Tariff. It marked the low
point in the duty on sugar since the Civil War.

WORLD WAR |

increase in production was in Cuba, where output
rose 82 percent to 4,184,000 tons in 1919/20. The
1919/20 Cuban crop amounted to 23 percent of

Table 4—World sugar production and trade yearly
average 1909.-13!

Area Production Imports J Exports
---1,000tons- - -
Europe:?
Germany ......... 2,304 3 873
RUSSIB « v nonnvssnne 1,557 4 294
Czechoslovakia .. ... 1,221 43 8483
France ....... 00 808 186 207
Poland ........... 702 S PR
United Kingdom ..,.. LR 1,854 33
Other ............ 1,542 355 378
Total ...iuveense 8,134 2,406 2,633
Asia:
India ....oo0enuenn 2,649 716 24
Java ... .iieeieanss 1,485 a4 1,413
Other .....cvvunne 563 632 257
Total o.ovnnennns 4,697 1,352 1,694
North America:
United States ...... 1,893 2,123 40
Cuba ...vveeeansree 2,287 1 2,010
Other ,........... 526 300 178
Total ..cvevnnnnn 4,706 2,424 2,228
South America ...... 856 144 294
Africa c..oivescenes 457 186 235
Oceania «,.veveunnss 301 140 93
Other countries ...... .- 473 297
World . .veveneennn 19,151 7,125 7,472
! Crop years for production, calendar years for trade.

2 Estimates for boundaries established after World War 1, >Prewar
Austria-Hungary. *included In German, Russia, and Austrla-
Hungary,

Source: U.S. Dept, of Agr,, Agriculture Yearbook 1924,



world output that year, compared with 12 percent dur-
ing the prewar years.

U.S. production, including insular areas, increased
only about 5.5 percent during World War 1, while con-
sumption rose 36 percent. Thus, U.S. imports of sugar
were increasing while its European allies were experi-
encing great shortages.

Changes in International Trade

The decline in beet sugar production in Europe and
the much greater drop in exports created an especially
difficult situation in Britain, whose principal source of
supply had been European beet sugar. The loss of
supplies from continental Europe left only two sources
from which the British could obtain significant quan-
tities of sugar: Cuba and Java. However, the shortage
of shipping and the dangerous shipping conditions
which soon developed made it impossible to obtain
much sugar from Java. This left Cuba as the only
source from which supplies could be obtained on a
large scale. Fortunately for the British, Cuban produc-
tion increased rapidly.

However, Britain had to share supplies from Cuba
with France, ltaly, the United States, and the smaller
Allied Powers. France in particular needed substantial
increases in imports because much of its beet sugar
industry was destroyed early in the war. French pro-
duction in 1915/16 was only a fifth of the 1909/10
to 1913/ 14 average.

The situation with respect to sugar supplies gradu-
ally worsened as the war continued. By 1917, when
the United States entered the war, the combined
imports of Britain, France, and Italy were about
370,000 tons below their prewar average, and pro-
duction in these countries was down about 640,000
tons. These figures indicate a deficit of about 1 million
tons, compared with prewar conditions. |n August
1917, the househeld ration of sugar was reduced to 2
pounds a month in Britain and to little more than half
this in France.

U.S. Entry into the War

Soon after the United States entered the war in
April 1917, President Wilson announced that the
allies would be assisted in obtaining supplies of all
types of goods from this country. Because sugar was
among the food products urgently needed by Britain
and France, a major problem of the U.S. War Food
Administration, from its establishment in August
1917, was regulating the distribution of sugar ship-
ments among the United States and its allies in some
manner that would assure sufficient supplies to West-
ern Europe (19,20).

In September 1917, the War Food Administration
announced the formation of an International Sugar
Committee, whose duties were (79) ‘to determine the
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most economical source, from a transportation point
of view of all the allies, to arrange transport at uni-
form rates, to distribute the foreign sugar between the
United States and allies, subject to the approval of the
American, English, French and Italian governments.”

The five-man Committee consisted of two members
appointed by the United States, two by its allies, and
the Chief of the Sugar Division of the War Food
Administration. In November 1917, the Committee
agreed that all purchases of sugar from Cuba, Santo
Domingo (Dominican Republic), Puerto Rico, and St.
Croix should be made by the International Sugar Com-
mittee. Purchases from Mauritius and the British West
Indies were assigned to the Royal Commission on
Sugar Supply. The United States handled supplies
from ‘Hawaii and the continental United States. Sup-
plies from the Philippines, Java, Brazil, and Peru were
to be considered available on the open market, but
transactions were to be subject to consultation among
the governments represented on the International
Committee (44).

The Committee announced a maximum price of
$6.90 per 100 pounds for old-crop raw sugar from
Cuba arriving at destination not later than Decem-
ber 1, and the same price for raw sugar from other
sources arriving not later than December 10.

Negotiations for 1917/18 Crop

The purchase of the 1917/18 crop of Cuban sugar
(the old crop stipulation referred to 1916/17 and ear-
lier years) was handled by the International Sugar
Committee (60). The Cuban Government appointed
two committees to handle its part of various aspects
of the negotiations. In December 1917, an agreement
was reached which provided for the purchase of the
1917/18 Cuban sugar crop up to a quantity of
2,500,000 long (2,800,000 short) tons by the Inter-
national Sugar Committee, with options, which were
exercised, to purchase an additional 750,000 long
(840,000 short) tons. Purchases totaled 3,640,000
short tons.

Approximately a third of the amount purchased
was to be taken by the Royal Commission on Sugar
Supply for shipment to Europe. The price was 4.60
cents a pound f.o.b. for 96-degree sugar shipped from
Cuban ports on the north side of the island and 4.55
cents a pound for sugar shipped from ports on the
south coast. The rest of the sugar was to be pur-
chased by U.S. refiners at 4.985 cents a pound cost
and freight to New York or Philadelphia.

United States Sugar Equalization Board

In June 1918, the War Food Administrator pro-
posed the creation of a government corporation to
secure foreign sugars in cooperation with Allied
Nations. The plan was approved by the President, and



the United States Sugar Equalization Board was incor-
porated with a capital stock of $5 million subscribed
by the Government. In October 1918, the Equalization
Board purchased the 1918/19 Cuban sugar crop. The
price for raw sugar for shipment to the United States
was 5.88 cents a pound, cost and freight, delivered at
New York or Philadelphia. The prices for sugar for
shipment to the United Kingdom, France, and ltaly
were 5.5 cents a pound f.o.b. Cuba for shipments
from northern Cuban ports, and 5.45 cents from
southern ports.

The price for raw sugar from Hawaii, Puerto Rico,
and Louisiana was set at 7.28 cents a pound. The
Equalization Board agreed to sell raw sugar from Cuba
which it had purchased at 5.88 cents a pound to U.S.
refiners at 7.28 cents. The purpose of this arrange-
ment was to equalize to refiners the cost of raw sugar
from different sources.

The Equalization Board retained the margin
between its buying and selling prices for Cuban sugar
as profit. The cane sugar refiners’ margin was fixed at
1.54 cents a pound. This made the net basic price for
all refined cane sugar in the United States 8.82 cents
a pound. This was the same as the price for beet sug-
ar, stated as 9.00 cents a pound, less the customary
discount of 2 percent for cash, making the cash price
8.82 cents.

Armistice on November 11, 1918

Arrangements for the purchase of the 1918/19
Cuban sugar crop had been completed only about a
month before the armistice was signed. Discussion
soon arose concerning the advisability of immediately
relinquishing all Government controls on sugar and
returning to a free market. It speedily became appar-
ent that the cane sugar refiners were not willing to
assume all the obligations of the U.S. Sugar Equal-
ization Board under the purchase contract with Cuba.
Under the circumstances, all that was possible was
some relaxation of controls on domestic distribution.
By mid-1919, it was becoming apparent that the
world shortage of sugar was not over, and some of
the relinquished controls over distribution were rein-
stated.

There was also considerable discussion concerning
the desirability of purchasing the 1919/20 Cuban
sugar crop. On July 29, 1919, representatives of the
Cuban Government offered to sell the 1919/20 Cuban
crop to the Sugar Equalization Board. The Board pre-
sented the proposal to President Wilson and recom-
mended that the offer be accepted. The receipt of the
offer and recommendation was acknowledged, but no
reply was received from the President. The Cuban
representatives withdrew their offer on Sep-
tember 22, 1919 (60). The Equalization Board then
notified the President that cane sugar refiners had
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been advised to purchase raw sugar ““as per pre-war
time."”’

Congressional inquiry concerning the sugar ques-
tion began in September 1919. It resulted in the pas-
sage of the McNary Bill, which continued the U.S.
Sugar Equalization Board until December 31, 1920,
and authorized the purchase of the 1919/20 Cuban
sugar crop. The President signed the bill on Decem-
ber 31, 1919, but stated that he thought it inadvisable
to exercise his authority to purchase the 1919/20
Cuban crop. On January 16, 1920, the Board sug-
gested to the President that its affairs be liquidated.
The suggestion was accepted, and all Government
control over sugar ended on March 1, 1920.

Domestic Sugar Controls

In addition to international controls, the Govern-
ment took various actions to reduce wartime sugar
consumption in this country in an equitable manner. A
voluntary rationing program was instituted in 1917
(79). The program covered industrial users and house-
hold consumers. It was not very effective because of a
lack of controls. ‘

In 1918, a more elaborate rationing program,
known as the certificate plan, was introduced (49,50).
There had been much discussion of adopting a card
system similar to the British one, which used cards
for individual consumers. The card system was not
adopted, partly because it was thought to be too cost-
ly.

Under the certificate plan, sugar users were divided
into classes, and an attempt was made to keep track
of each sales transaction. Manufacturers using sugar
could make no purchases after May 14, 1918, without
the surrender of authorized sugar distribution certifi-
cates issued by State Food Administrators under
instructions from the War Food Administration. The
available supply was to be allocated on a percentage
basis, using consumption during the first 4 months of
1918 as a base. Retail sales for household use were
limited to 3 pounds a month per person.

The extent to which U.S. sugar consumption was
reduced by the sugar certificate plan is uncertain. The
Chief of the Sugar Division, War Food Administration,
estimated that savings in calendar year 1918 were
between 400,000 and 600,000 tons. Domestic con- .
sumption for 1918 has been estimated at 3,801,000
tons, 337,000 tons below that of 1917. This reduction
occurred during a period when U.S. sugar con-
sumption was generally rising.

The sugar rationing programs for 1917 and 1918
were the first ever attempted by the United States.
Also, the Government purchase of Cuban sugar and
its distribution among several nations marked a new
departure in the control of an important commodity in
short supply throughout the world.



PRICE FLUCTUATIONS AND HIGHER TARIFFS

There was much disagreement concerning the
desirability of an early return to free market condi-
tions. But groups favoring such return prevailed and
Government controls ended in 1920,

The United States was not the first major power to
begin the decontrol of sugar. France removed all
domestic controls over sugar in June 1919. This was
done without any prior accumulation of stocks in
France and resulted in increased prices for sugar in
those parts of the world market not under some form
of governmental control. Prices in Cuba and the
United States were not affected by the French action
because of the purchase of the 1918/19 Cuban sugar
crop and controls in effect in the United States.

Price Fluctuations in 1920

The duty-paid wholesale price of raw sugar at New
York had been set at 7.3 cents a pound under the
Government controls operating in 1919. This price
was maintained during the first 11 months of 1919
(table 5). However, when it became apparent that the
Government probably would not buy the 1919/20
Cuban crop, prices began to rise. The movement
started in December 1919 and reached a peak of
23.57 cents a pound on May 19, 1920. Prices then
declined about as rapidly they had risen, and by
November 1920 they were below the regulated price
of 1919,

Table 5—~Whalesale prices per pound of raw sugar, New York and
index of U.S. wholesale prices of all commodities, 1919-21

Raw sugar All commodities
Month

1919 1920 1921 1919 1920 1921
- Cents - - - ---1910-14=100- - -
January .. 7.3 13.0 5.4 199 233 170
February . 7.3 11.4 5.3 193 232 160
March .... 7.3 119 6.1 196 234 155
April o.... 7.3 17.7 5.4 199 245 148
May ..... 7.3 20.8 4.9 202 247 145
June ..... 7.3 19.7 4,2 203 243 142
July ..... 7.3 17.6 4.4 212 241 141
August 7.3 13.4 4.7 216 231 142
September 7.3 10.7 4.3 210 226 141
October . 7.3 8.3 4.2 211 211 142
November . 7.3 6.8 4.1 217 196 141
December . 10,2 5.3 3.7 223 179 140
Average . 7.5 13.0 4,7 206 226 147

Source: U,S. Dept. of Agr, Agricultural Yearbooks,

After November 1919, the movement of sugar
prices resembled that of the index of wholesale prices
for all commodities in the United States, but the fluc-
tuations were much wider. Both series reached
monthly peaks in May 1920. The price of sugar in that
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month, however, was 178.5 percent above its level 1
year earlier and 325 percent higher in May 1921.
Corresponding figures for all commodities were 22
percent and 70 percent higher.

The unusual price movements of 1920 do not
appear to have had much long-term effect in the
United States except upon certain members of the
sugar trade, primarily because of the short length of
time they lasted. Speculators undoubtedly made or
lost considerable sums, depending on the accuracy of
their predictions, and consumers suffered from high
prices for a few months. The period of high prices,
however, was too brief to have much effect on pro-
duction plans in U.S. beet and cane areas. Any large
increase in the output of cane or beet sugar would
have required the construction of new processing
plants or considerable expansion in the capacity of
existing plants, either of which would have required
from 1 to 2 years to accomplish.

The economic effects on Cuba were much more
marked, primarily because sugar production was by
far the largest industry in that country (2). Also, much
of the sugar-producing capacity in Cuba was compara-
tively new, and many properties were heavily in debt.
The period of high prices occurred early in the year
when the mills in Cuba were grinding cane, and new
crop sugar was becoming available for sale. Those
who sold early in the year doubtiess profited from
high prices.

However, rapidly rising prices were a powerful
inducement to many sugar producers to hold their
sugar and wait for still higher prices, even if it was
necessary to borrow money to pay current expenses
in order to retain possession of the sugar. In this way,
the banks became more deeply involved in price spec-
ulation. Also the price of land, particularly that
thought to be suitable for cane growing, began to rise,
adding to the speculative fever. In Cuba the period
became known as the “‘dance of the millions.” The
“dance’’ ended rather more abruptly than it began, as
sugar prices sank below even their 1919 level.

Somewhat similar, although less extensive, effects
occurred in the Dominican Republic. Except for the
lack of a U.S. tariff preferential, the position of pro-
ducers in that country was similar to that in Cuba,
only on a smaller scale. U.S. citizens owned several
sugar milis in that country. The domestic market was
insignificant compared with production, so that the
economic life of the industry depended on the export
market, which at the time was principally Britain
rather than the United States.

The sugar industry in Java, another major exporter,
was controlled by the Dutch. Normally, India provided
the largest export market for Javanese sugar, but
when shipping became available after World War |,
sugar from Java was occasionally marketed in Europe



and the United States. The Javanese industry appears
to have benefited from the high prices in 1920,
because of its position as an exporter.

Cause of the 1920 Price Rise

The immediate cause of the high sugar prices of
1920 was the continuing world shortage of sugar.
World sugar production, which exceeded 21 million
tons in 1913/14, was below 18 million in 1919/20
(table 6). Production in Europe, despite the end of the
war in November 1918, in 1919/20 reached a low

point only a little above one-third the 1913/14 output.
Production in Cuba had increased about 44 percent
during the war. Changes in Java, the United States,
and the Philippines were small, but output in other
countries increased about 24 percent in total.

The removal of U.S. wartime controls, together
with wartime prosperity, increased the demand for
sugar in this country. U.S. imports of sugar in 1920
were 15 percent above those of 1919 and 90 percent
above the 1909/13 prewar average (table 7). World
imports in 1920, except those of the United States,
were slightly below the 1909/13 average.

Table 6—Production of raw sugar in selected areas, crop years, 1913/14 to 1932/33

United Other
Year Europe Cuba Java States Philippines countries world
1,000 tons
1913/14 ., ... .. 9,043 2,909 1,549 2,009 408 5,236 21,154
1914/15. ... ... .a . 7,598 2,922 1,454 1,966 421 6,514 20,875
1915/16 ... v o oi i n e 5,434 3,398 1,797 2,106 412 5,738 18,885
1916/17 . ..o i v eina 5,194 3,422 2,009 2,279 425 5,263 18,592
1917/18 .. ... 4,594 3,890 1,960 2,042 475 7,330 20,291
1918/19........ ... 3,611 4,491 1,473 2,062 453 6,514 18,604
1919/20 ... ..o i 3,278 4,184 1,681 1,905 467 6,474 17,989
1920/21 . ... ..ot 4,104 4,406 1,853 2,339 589 6,255 19,546
1921/22 .. oo i i 4,402 4,517 1,994 2,408 533 6,724 20,578
1922/23 ... 0.0 4,985 4,083 1,981 1,924 475 7,412 20,860
1923724 . ... ... . 5,540 4,606 2,201 2,234 529 7,700 22,810
1924/25 ..., .00 7,678 5,812 2,535 2,684 780 7,181 26,670
1925/26 . ... .o i v v e 8,000 5,524 2,175 2517 607 9,166 27,989
1926/27 .o i i i 7,450 5,050 2,639 2,428 767 8,290 26,624
1927/28 . ... 8,582 4,527 3,238 2,910 808 8,450 28,515
1928/29 .. ... 0 9,148 5,775 3,198 2,762 934 8,838 30,655
1929/30 .. ... o i e 8,997 5,231 3,245 3,078 981 9,075 30,607
1930/31............. 11,382 3,497 3,095 3,256 958 9,343 31,530
1931/32 . ..., 0 i e n s 8,241 2,917 2,514 3,422 1,174 10,926 29,194
1932/33 ... ii i 7,020 2,234 1,545 3,538 1,343 11,242 26,922
Table 7—Sugar imports by principal importing countries, 1909-13 average and years, 1914-33
United United Continental Other
Year States Kingdom Europe countries World
1,000 tons

1909-13 .. ........... 2,123 1,854 560 2,588 7,125
1914 ... .. e 2,709 1,834 639 2,219 7,401
1915 ..t 2,643 1,787 914 1,807 7,151
1916 ........c..hun 2,766 1,493 1,005 1,780 7,044
1917 . i i it 2,472 1,207 877 1,962 6,518
1918 ... 2,585 1,008 347 2,197 6,137
1919 ... .iiii i 3,512 1,717 2,195 1,240 8,664
1920 .. .. it i 4,037 1,518 1,406 1,240 8,664
1921 . .iiiiii i 2,984 1,432 1,017 2,516 8,191
1922 ..ii i ii i 4,861 2,122 1,660 2,973 11,616
1923 .. i i e 3,855 1,711 1,291 2,788 9,645
1924 ... .o 4,138 1,946 1,684 3,301 11,069
1925 ,..iviin i 4,460 2,366 2,050 3,546 12,422
1926 .. vv v i innnnan 4,710 1,976 1,803 3,461 11,950
1927 ..o iii i 4,216 1,893 1,671 3,140 10,920
1928 ... .ot 3,869 2,150 2,087 3,733 11,839
1929 ... .. il 4,888 2,351 1,917 3,823 12,979
1930 ...t 3,495 2,141 2,061 3,685 11,382
1931 ... v iiiien 3,176 2,049 1,381 2,745 9,351
1932 ... . iiiie 2,971 2,663 1,474 2,247 9,355
1933 ... . i 2,874 2,282 1,306 2,004 8,466
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The 1919/20 Cuban crop was about 300,000 tons
smaller than that of the previous year because of
adverse weather. Exports of sugar from Cuba declined
about 1 million tons in 1920, partly because of the
smaller crop and partly because Cuban producers tried
to avoid some of the severe drop in prices late in
1920 by carrying some sugar over into 1921 (table 8).
Late in 1920, Cuban producers began attempts to
mitigate their financial problems; these efforts con-
tinued during the twenties and thirties.

U.S. imports of Cuban sugar in 1920 were about
13 percent below those of 1919, despite the increase

of nearly 15 percent in U.S. imports from all sources
(table 9). A large increase from countries other than
Cuba and the Philippines accounted for the difference.
Much of this came from Java at the time New York
sugar prices were near their peak. Members of the
sugar trade generally credited the arrival of Javanese
sugar with stemming the spiral of rising sugar prices.

Once sugar prices had returned to their approxi-
mate prewar level late in 1920, they remained com-
paratively low throughout most of the decade and
declined even further early in the thirties (table 10).
The only exceptions were in 1923 and 1924 when

Table 8—Sugar exports by principal exporting countriés, average, 1909-13 and years, 1914-33

Netherlands Continental
Year Cuba East Indies Europe Other World
1,000 tons
1909-13 .. .. e e e 2,010 1,413 2,577 1,472 7,472
= 2,787 1,456 429 2,031 6,703
B - 2,866 1,329 379 2,190 6,764
R T < 3,284 1,596 214 2,732 7,826
B 3,221 1,305 130 2,426 7,082
1918 ittt it i it e 3,647 1,698 138 1,809 7,292
1910 Lo e e s e 4,498 2,057 331 2,532 9,418
1920 i e i e e e e 3,493 1,670 575 2,234 7,972
- 3,145 . 1,849 1,004 2,490 8,488
1922 L i i i e 5,581 1,583 997 3,483 11,644
- 3,861 2,014 1,545 3,338 9,758
1924 . e 4,379 2,071 1,277 3,533 11,260
1925 L. i e i s e e 5,631 2,279 2,234 3,017 13,061
B 8 - N 5,225 1,915 2,471 2,585 12,196
1927 (it e e i i s 4,645 2,202 1,874 5,761 14,482
1928 L. i i e et e e e 4,389 2,827 1,960 3,125 12,301
R - 5,544 2,681 2,038 3,301 13,564
8= 1 3,598 2,469 2,083 3,568 11,718
T 2,998 1,739 1,840 2,436 9,013
1932 Lo i i i e s e e 2,890 1,668 1,188 3,979 9,725
R T 2,522 1,283 916 4,127 8,848
Table 9—U.S. imports of sugar by source of supply, 1909-13 average and years, 1914-33
Year Cuba Phitippines Other Total
1,000 tons
1909-13 ..ttt i e et e e, 1,722 113 272 2,107
s 2,463 58 12 2,533
1915 ... s e et e e 2,392 163 155 2,710
1916 oottt e e e, 2,575 109 133 2,817
R 2,335 134 198 2,667
1918 L. i et e s, 2,280 87 84 2,451
8= L 3,343 88 69 3,500
= - 2,881 146 993 4,020
2 2,590 165 223 2,978
1922 . e i e e e 4,527 275 53 4,853
) - N 3,426 238 189 3,853
1924 ... e e 3,692 339 104 4,135
= 3,923 493 33 4,449
1026 ..t it it i e et e 4,280 380 44 4,704
D - 3,650 531 29 4,210
1928 . e e e, 3,249 575 33 3,857
R - 4,149 711 28 4,888
2 1 0 2,645 749 53 3,492
T 2,482 872 28 3,382
1 1,791 1,028 12 2,831
8 Y 1,573 1,249 40 2,862
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Table 10—Average annual wholesale price per pound of raw sugar, New York, and index of wholesale
prices of all commodities, average, 1909-13 and years, 1914-33

Year Raw sugar All commodities Year Raw sugar All commodities

Cents 1910-14=100 Cents 1910-14=100
190913 ,.......... 4.1 98 1924 ...... ... ..., 6.0 143
1914 ... ... ... 3.8 99 1925 ... e 4.3 151
1915 ... .o 4.7 102 1926 ... 4.3 146
1916 . ... vv 5.8 125 1927 iiiiiii i 4.7 139
1917 ... ielan 6.3 172 1928 ...t 4.2 141
1918 ...,.... .. ... 6.4 192 1929 ... 3.8 139
1919 ... .0 ihn 7.5 202 1930 ... i 3.4 126
1920 ... 13.0 225 1931 ... .l 3.3 107
1921 ... .00l 4.7 142 1932 ... il 2.9 95
1922 ..o 4.7 141 1933 ... oo, 3.2 96
1923 ... ..ol 7.0 147

prices were moderately higher, partly because of a
temporary decline in production in the United States
and smaller exports from Cuba.

The Cuban Sugar Depression
in the Twenties

The decline of sugar prices, starting in the fall of
1920, brought prolonged financial difficulties to pro-
ducers of Cuban sugar. Their expanded capacity to
produce sugar, developed during World War | in
response to increased demand for Cuban sugar, could
not be abandoned or even closed down for a period of
years without large financial losses affecting both
Cuban and U.S. investors. Unemployment, already a
problem in Cuba, became worse with any reduction in
sugar output.

In fact, the processing capacity of Cuban sugar
mills was further increased early in the twenties.
Much of this resulted from attempts to improve effi-
ciency and lower the unit cost of processing sugar-
cane. A number of mill owners in financial difficulty
were able to demonstrate that, although the property
at its present capacity could not be operated profit-
ably, an increase in the size and output of the mill
would reduce unit costs sufficiently to make the oper-
ation profitable. The banks, many of them in New
York, were thus under pressure to make additional
loans; they hoped that this would make it possible for
the borrowers to ultimately pay their debts.

This reasoning, although it was valid for individual
cases, resulted in a sufficient expansion of production
in Cuba to force sugar prices even lower when applied
over a short period of time to a considerable number
of sugar properties. This offset, in large part, the ben-
efit sugar producers could obtain from increased effi-
ciency and, consequently, depressed conditions con-
tinued in the Cuban sugar industry (25,43).

Cuban sugar producers were in a peculiarly
defenseless position, because Cuban sugar con-
sumption was much too small to offset reduced
exports to any meaningful extent. Government export
subsidies, used by various European countries prior to
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the Brussels Convention, were not feasible; the sugar
industry constituted such a large share of the Cuban
economy that Government revenues, aside from taxes
paid by the sugar industry, were insufficient to support
such a program.

Protection Policies in
Importing Countries

Meanwhile, the market for Cuban sugar in con-
tinental Europe declined as European beet sugar pro-
duction recovered gradually from wartime damages,
regaining the prewar level about 1927.

Britain reversed its policy of free trade in sugar
soon after the armistice. The wartime shortage of
sugar and complete loss of beet sugar imports from
continental Europe were powerful factors influencing
the British Government. Initiated in 1919, the new
policy provided for the development of a domestic
beet sugar industry and for tariff preferentials for
sugar imported from British colonies and dominions.

The British duty on raw sugar was set lower than
that on refined sugar, regardless of the source of the
sugar, thus providing protection from imported refined
sugar for British refiners. Some British beet sugar
mills established under the new protective policy were
equipped to manufacture raw sugar only. This raw
sugar was delivered to the refining industry for con-
version to refined sugar, increasing the refiners’ vol-
ume of business. In addition, refiners received a draw-
back of customs duty on exports of refined sugar
calculated so as to provide a small export subsidy.

The new British sugar policy gradually reduced the
volume of Cuban sugar which could be imported, as
beet sugar production increased and the output of
cane sugar expanded in British colonies and domin-
ions. The subsidy on the export of refined sugar
reduced the size of the market for refined sugar
exports from either Cuba or the United States where
no export subsidies were paid.

Sugar producers in Java, the other principal coun-
try producing sugar for export at the time, had experi-
ences similar to those of Cuban producers. However,



the effects generally were less severe. Javanese pro-
duction capacity had not expanded so much during
and immediately after World War | as it had in Cuba.
The industry in Java was owned by the Dutch, and
occasionally Holland provided a protected market for a
part of the sugar produced in its colony. Also, sugar
was relatively less dominant in the economy of Java
than it was in Cuba.

Despite its advantage, the Javanese sugar industry
faced increased difficulties from about 1930, primarily
because of the start of worldwide depression and the
decline in exports of sugar to India. For some time,
Java had been the major source of large Indian
imports. However, late in the twenties, India obtained
from England the right to establish tariffs for itself.
One result was increased protection for sugar produc-
ers in India and reduced imports. Although the initial
impact of the reduction of imports of sugar into India
was borne by Java, producers in Cuba met increased
competition from Javanese sugar in most of its export
markets except the United States.

U.S. Tariffs and Sugar Production

Although export markets for sugar in Europe and
India were contracting, the United States was revers-
ing the tariff policy adopted under President Wilson in
1913. The duty on raw sugar from Cuba had been
reduced in the 1913 Act to 1.0048 cents a pound. In
1921, the Emergency Tariff Act became effective,
raising the rate on Cuban raw sugar to 1.6 cents a
pound. In 1922, the Fordney-McCumber Tariff Act
provided for a further raise to 1.7648 cents. The rate
was again raised in 1930, this time to 2 cents a
pound, almost double the rate in effect prior to
1921 (24).

These increases in import duty not only encouraged
increased production in the continental United States

and Hawaii but also in Puerto Rico and the Phi-
lippines, whose shipments of sugar continued to enter
the United States free of duty. As a result, production
in all major areas supplying the United States with
sugar, except Cuba, increased during the twenties and
early thirties (table 11). Production increased most in
the Philippines, where a modern sugar industry was
developing at the end of World War |. Output was also
increased substantially in Hawaii and Puerto Rico.
Production in the mainland cane area showed little
response to the first two U.S. tariff increases. Sugar-
cane diseases in Louisiana, the principal producing
- State, were unusually serious during this period and
were responsible for the almost complete disap-
pearance of cane sugar production in the mainland
cane area in 1926 and 1927. The output of beet sugar
did not increase materially until after 1929.

Cuba’s production, most of which was exported to
the United States, increased only slightly from 1920
through 1924. However, as exports, particularly to
countries other than the United States, continued
larger than anticipated, production in Cuba advanced
to new high levels as mills were enlarged and
improved to increase efficiency. Production averaged
5,395,000 tons a year from 1925 through 1930. But
the danger of building up excessively large supplies
was clearly recognized, as indicated by the continued
efforts of industry leaders to find some effective way
of regulating production and exports.

The danger to the Cuban sugar industry suddenly
became very real in 1930, when the U.S. import duty
on raw Cuban sugar was raised to 2 cents a pound by
the Smoot-Hawley Tariff Act, at a time when com-
modity prices were generally declining. The increase
in the U.S. tariff caused the price of raw sugar to
decline more in Cuba than in the United States. The
average price of raw sugar in New York during 1931-

Table 11-—-Sugar production in areas with duty-free access to the U.S, market, 1920-33

Mainland
Year Hawail Puerto Rico’ Philippines Total
Beet Cane
---1,000 tons, raw value - - -

R 1,165 180 560 499 91 2,495
R 1,091 334 546 496 203 2,670
1922, ... i ittt e 722 302 618 412 219 2,273
R - 943 168 554 381 259 2,305
R 1,166 90 716 451 325 2,748
1925 .. iiieinnnenennnnna 977 142 781 672 552 3,124
1926 i v eieenrnencennnnns 960 48 805 612 408 2,833
1927 .. i iie e 1,170 72 832 637 587 3,298
1928 ... ittt 1,135 136 921 763 635 3,590
1929 ., .ttt necennnne 1,089 218 925 590 769 3,591
1930 ... it iirennanns 1,293 215 939 878 867 4,192
8 1,237 184 1,018 790 871 4,100
1932 . it eannnesancnnns 1,452 265 1,057 296 1,100 4,870
1933 ... it iineennanans 1,757 250 1,191 838 1,285 5,321

! )ncludes production in the Virgin islands, which varied from 3,000 to 14,000 tons a year.

Source: Sugar Statistics and Retated Data, Vol. 1, Bul. 293, Agr. Stabil. and Conserv. Serv,, U.S. Dept. of Agr,
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33 was only 9 percent below the 1929 figure. In
Cuba, the decline was 33 percent.

The average price of raw sugar in Cuba dropped
below 1 cent a pound during 1932-36. The drop was
much more than could be matched by any reduction in
cost that could be made by improving efficiency.
Sugar output declined more than 50 percent between
1930 and 1933, and many companies producing
sugar in Cuba went bankrupt, including a number
owned by U.S. citizens.

Flexible Tariffs in the United States

The Fordney-McCumber Tariff of 1922, which
increased the rate of duty on raw sugar from Cuba to
1.7648 cents a pound, also permitted the President to
change the rate applicable to sugar or any other prod-

uct, after determining the difference in the cost of -

producing a commodity in the United States and in
the principal competing country. The difference in pro-
duction costs was supposed to indicate the rate of
duty needed and to provide a “scientific’’ basis for
determining rates.

The responsibility for determining differences in
cost of production and recommending changes in
rates of duty was given to the Tariff Commission.
Commission investigations were undertaken at the
direction of the President and the Commission’s
report and recommendations were made to him; only
he could change any rate of duty.

Within a month after enactment of the Tariff Act of
1922, a petition was filed with the Tariff Commission
asking for an investigation of the rate of duty on sug-
ar. The investigation was undertaken and aroused
considerable public interest for about 22 years until
the President announced his decision.

The Commission readily determined that Cuba was
the principal competing nation and obtained permis-
sion from the Cuban Government to make the neces-
sary studies to determine the cost of producing sugar
in Cuba. A majority of the Tariff Commission, in a
report dated July 31, 1924, found “‘that the cost of
production including the result of a consideration of
all advantages and disadvantages in competition
(other than the 20-percent Cuban preferential) of
sugar testing 96 degrees by the polariscope is 1.2307
cents per pound higher in the United States than in
the Republic of Cuba.” On this basis, the Commission
recommended that the full duty rate on raw sugar be
reduced from 2.202 cents to 1.54 cents a pound.
Under the terms of the treaty of reciprocity with Cuba,
the rate on sugar from Cuba would become 1.232

cents a pound (20).
" After some delay and consultation with various
agricultural organizations, the President, in a state-
ment issued June 15, 1926, postponed action on the
recommendation of the Tariff Commission. In his
statement, the President cited numerous protectionist
arguments similar to those frequently advanced by
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representatives of the domestic sugar industry. These
included the need for a more diversified agriculture,
the possibility of using sugarbeets as a replacement
crop for some of the acres being taken out of wheat
production, and the danger of monopolistic manipu-
lation of the prices of imported sugar. The President
indicated that a return to the high sugar prices com-
plained of in 1923 might warrant reconsideration of
the Tariff Commission’s recommendation. No such
reconsideration occurred, and the duty on sugar was
not reduced in accordance with the Commission’s rec-
ommendation. '

The unsuccessful attempt to adjust the import duty
on sugar, according to the findings of an investigation
of the difference in cost of production, discouraged
the use of the device in connection with possible
changes in the rates of duty on other products. The
sugar investigation did much to reveal the difficulties
of the procedure, and cast serious doubt on its effec-
tiveness.

Refiners’ Loss of Protection in 1930

Cane sugar refiners were particularly unhappy
about one feature of the Smoot-Hawley Tariff of 1930.
This act established the import duty on refined sugar
from Cuba at $2.12 per 100 pounds, only 12 cents
above the duty on 96 degree raw sugar. It takes about
107 pounds of 96 degree sugar to produce 100
pounds of refined sugar. The import duty on 107
pounds of 96 degree raw sugar under the 1930 act
amounted to $2.14, slightly above the import duty on
100 pounds of refined sugar. In the 1922 act, the
import duty on 107 pounds of 96 degree raw sugar
amounted to $1.882 and on 100 pounds of refined
sugar to $1.912. The situation for sugar subject to the
full duty changed in the same manner as that for
Cuban sugar. The removal of tariff production for
refiners in 1930 appears to have been accidental.
There was little if any discussion of the change during
the time the law was being considered by the Con-
gress.

The export of refined Cuban sugar to the United
States reached a significant volume for the first time
in 1926, when it amounted to about 68,000 tons. This
development occurred despite the higher duty on
refined sugar at that time. By 1930, such exports had
risen to 298,000 tons; in 1932, they reached a peak
of 487,000 tons. In 1932, exports of refined sugar to

‘the United States constituted about one-fourth the

total shipments of Cuban sugar to this country.

The growth of sugar refining in Cuba before 1930
indicates that many Cuban producers were finding it
profitable to add sugar refining to their business of
growing sugarcane and producing raw sugar, despite
the additional import duty assessed against such sug-
ar. Most of this refining was done with additional
equipment in the plants where raw sugar was pro-
duced. This helped reduce the required investment



and lowered costs in other ways. Also, wages were
lower in Cuba than in the United States. In 1930
about 95 percent and in 1932 over 99 percent of the
refined sugar exported from Cuba came to the United
States.

These imports of refined sugar reduced the volume
of business available to U.S. refiners. Consequently,
the rapid increase in Cuban refining immediately after
1930 caused great concern among U.S. refiners and
encouraged them to cooperate with other branches of
the domestic sugar industry in the hope of finding
some way to reduce these imports or, at least, to pre-
vent further increases.

Cuban Attempts to Maintain
Sugar Prices

Early in the twenties, Cuban sugar producers began
considering ways of mitigating the effects of the
depressed sugar prices (20). A Sugar Finance Commit-
tee was formed by industry representatives in Febru-
ary 1921. The Committee planned to exercise control
over the export of sugar from Cuba by a permit sys-
tem. The representatives hoped that the Committee
could prevent prices from declining to excessively low
levels. The proceeds of sales were to be prorated
among producers. The membership of the Committee
largely reflected the interests of U.S. investors in the
Cuban sugar industry and those of the larger scale
Cuban producers.

Insufficient control over supplies exported from
Cuba, the opposition of U.S. refiners, and competition
with sugar shipped from the Philippines and Puerto
Rico combined to make the Committee’s efforts inef-
fective. The Committee was dissolved in January
1922, but it seems to have acted as a spur to later
efforts.

Sugar prices recovered somewhat during the last
half of 1922, and exports of sugar from Cuba during
the year rose to 5,581,000 tons, about 84 percent
above those for 1921. Shipments to the United States
and other countries increased substantially. These
large exports were sufficient to dispose of both the
1921/22 Cuban sugar crop and the large inventory of
more than a million tons on hand at the end of 1921,

Sugar prices remained relatively favorable to pro-
ducers during 1923 and 1924. This provided further
encouragement for the expansion of productive capac-
ity in Cuba. The 1923/24 Cuban crop of 5,894,000
tons was the largest produced in Cuba prior to 1947.
As a result of this large Cuban crop, sugar prices
declined to levels generally considered unprofitable by
producers. This drop led to renewed discussion of pos-
sible corrective measures.

Little agreement existed among the various groups
concerned with Cuban sugar production and market-
ing, and nothing positive was. done until the Verdeja
Crop Restriction Act was passed by the Cuban Con-
gress in May 1926. This act initiated a program of

29

direct crop control by the Cuban Government. Produc-
tion for 1926 was limited to 90 percent of the esti-
mated crop of each mill, and authority was given to
reduce production another 10 percent in 1927/28 and
1928/29. Largely as a result of these restrictions,
sugar production in 1928 was about 22 percent below
that of 1925.

The control was achieved by requiring each mill to
stop producing sugar when its output for the year
equaled its allotment for that year. No growing cane
was destroyed, but some of it was allowed to remain
in the field for 2 years before being harvested. This
meant that the surplus of sugar was first changed into
a reserve of standing cane. The supply of cane
declined slowly, since several annual crops of cane
are ordinarily harvested from a field before the cane
roots are plowed out and the field replanted.

The initial effect of the production limitations
started in 1926 was that sugar prices rose somewhat,
but the effect was relatively slight and lasted only a
short time. By mid-1927, prices were down again and
showing signs of going lower. Production in other
countries continued to increase. Qutput in Java, a
major competitor of Cuba, increased more than a mil-
lion tons between 1926 and 1928, offsetting most of
the effect of the reduced output in Cuba. At the same
time, beet sugar production in Europe continued to
recover from its wartime low, and production within
the U.S. tariff wall continued to expand.

The Sugar Defense Law enacted by the Cuban
Government in October 1927 provided for the con-
tinued restriction of Cuban sugar production for a 5-
year period. It also set up an agency, the Cuban Sugar
Export Company, to sell all sugar exported to countries
other than the United States. At the time, about
three-fourths of the sugar exported from Cuba was
coming to the United States, so that the agency
became the single seller for only one-fourth of Cuba’s
crop.

The control of export sales was generally opposed
by U.S. refiners who owned mills in Cuba. These
refiners wished to process their raw Cuban sugar pro-
duction in their U.S. refining plants. The Export Agen-
cy. however, established compulsory non-U.S. quotas
for all mills, preventing U.S. refiners from using some
of the sugar they had produced in Cuba. The plan had
little effect on prices in the face of increasing produc-
tion in other countries. Cuban labor also became dis-
satisfied with crop restrictions, since these reduced
the amount of work available when unemployment
was a serious problem.

Before the end of 1928, Cuba abandoned produc-
tion and marketing controls. In 1929, the unrestricted
Cuban crop increased to 5,775,000 tons—25 percent
above the previous year's output. Prices declined to
new lows. In July 1929, a single new selling agency,
the Cooperative Sugar Sales Agency, was set up to
market the entire Cuban sugar crop. Under the oper-



ations of this agency, the margin between sugar
prices in New York and London widened for a few
months late in 1929, but the operation was not gen-
erally regarded as successful and the agency was dis-
solved in April 1930.

This effort marked the end of Cuban efforts to con-
trol sugar production and prices by unilateral means.
The first such effort, made by representatives of the
sugar industry in 1921, had been abandoned shortly
after its inauguration. The efforts of the Cuban Gov-
ernment were more elaborate and more persistent,
but they also ended in failure. Even before their aban-
donment, however, efforts to establish some sort of
international control were initiated.

Early International Efforts
to Control Sugar

While Cuba was attempting to find some way to
control, or at least influence, the international sugar
market to the advantage of Cuban producers, produc-
ers in several other countries were sporadically mak-
ing similar attempts. These included industry repres-
entatives in Czechoslovakia, Poland, Germany, and
the Netherlands, regarding the industry in Java. None
of these efforts had any long-term success (562).

Late in 1927, a Cuban delegation headed by Col-
onel Jose M. Tarafa conferred in Paris with repres-
entatives of the Polish, Czech, and German sugar
industries. The European countries agreed to cooper-
ate by encouraging increased domestic consumption
of their 1927/28 crops, provided Cuba’s 1927/28
crop was limited to 4 million long tons (4,480,000
short tons). In October 1928, decisions were to be
made concerning the disposal of any sugar surplus
that might exist at that time.

The Cubans attempted to obtain the cooperation of
the Dutch in limiting sugar produced in Java. The
Dutch agreed only “‘to continue our cooperation
insofar as our mutual interests pert” (50). Not only did
the Dutch fail to cooperate in any meaningful way, but
the combined contributions of Czechoslovakia, Poland,
and Germany proved inconsequential, and the reduc-
tion in the Cuban crop was, in effect, unilateral.

The failure of the Dutch to limit Javanese produc-
tion seems to have been strongly influenced by the
fact that sugar exports to countries in the Far East at
that time had not declined as much as those to
Europe and by the development of new higher yield-
ing varieties of sugarcane in Java. This followed the
discovery of a means of cross-fertilizing the seed of
two varieties and thereby producing-a new variety.
Ordinarily, cane is reproduced vegetatively, and before
the Dutch discovery in the twenties, new varieties
were comparatively rare. Sugarcane seed is extremely
small, and until recent centuries, it was commonly
believed that the plant never produced true seed. The
discovery of a practical method of cross-fertilizing
sugarcane varieties was one of the most important
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discoveries ever made for improving cane. It lowered
the cost of production of cane sugar and for a few
years gave the Dutch in Java a considerable advan-
tage over other cane-growing areas. Later, the
method was adopted in most other countries where
sugarcane is grown, including the United States.

In the summer of 1929, the Cubans again
attempted to reach an agreement with European
sugar producers on limiting production. The chance of
success seemed increased by the large Cuban crop
early in 1929 and by the increasing difficulty several
European countries were having in finding export
markets. For example, the Dutch met the problem of
disposing of large quantities of Javanese sugar by
selling outside their former market area. Despite
these problems, no agreement was reached. World
production, especially in exporting countries, con-
tinued large, although exports declined by some 2 mil-
lion tons.

The Chadbourne Negotiétions

The condition of the sugar industry in Cuba and
Java had worsened materially by mid-1930. Large
crops had again been produced in both countries,
although in neither case were they quite so large as
in 1929. The Smoot-Hawley Tariff of 1930 raised the
U.S. import duty on raw sugar from Cuba to 2 cents a
pound, effective in June. U.S. sugar consumption
began to decline as the depression of the thirties
worsened. Cuban sugar exports were nearly 2 million
tons lower in 1930 than in 1929, and sugar prices in
Cuba declined 28 percent from the already low level
of the previous year.

Although events in Java were less dramatic than
those in Cuba, the volume of exports turned down-
ward, and the price declined about as severely as in
Cuba. Even more ominous to the industry in Java was
the prospective loss of much of the export market to
India as that country moved to protect its sugar indus-
try with import duties. .

In view of these mounting difficulties, a new com-
mittee was formed to represent the Cuban sugar
industry. It was led by Thomas L. Chadbourne, a New
York attorney, whose clients included certain New
York banks with financial interests in the Cuban sugar
industry. At a meeting in New York in August 1930,
the committee attempted to work out an agreement
with representatives of the U.S. sugar industry to sta-
bilize the sugar trade between the two countries. U.S.
sugar producers did not altogether agree on the objec-
tives of the conference. Hawaiian producers were not
represented, and one beet sugar company was
believed to oppose any agreement.

Despite the lack of unanimity, a program commonly
referred to as a ‘‘gentlemen’s agreement” emerged
from the conference. Cuba was to limit its 1931
exports to the United States to 2,800,000 tons, but
Cuba would be entitled to the full increase in U.S.



consumption in 1932 and 1933 and to half the
increase in 1934 and 1935. U.S. domestic areas and
the Philippines were to stabilize their output at the
1930 level, except for the share of increased con-
sumption they were to get in 1934 and 1935. Cuba
was to set aside at least 1 million tons of sugar from
the 1930 and 1931 crops to be sold to non-U.S. mar-
kets over a 5-year period. Cuba also was to seek an
international conference with other sugar-producing
nations to try to stabilize the sugar industry world-
wide. The agreement was not recorded in writing.

The Cuban Government passed a law for the sta-
bilization of sugar in November 1930, following the
terms of the gentlemen’s agreement reached earlier
in New York. Protracted negotiations then ensued
between representatives of the Cuban and Javanese
sugar industries, the first time the Dutch had seriously
negotiated regarding international control of sugar
production, exports, and prices. Later, industry repres-
entatives of a number of European producers par-
ticipated in the negotiations.

First International Sugar Agreement

The International Sugar Agreement was signed in
May 1931 by representatives of organized sugar
industries in nine countries—Cuba, Java, Germany,
Poland, Hungary, Belgium, Czec/hoslovakia, Yugoslavia,
and Peru. In most cases, the industry representatives
had legislative support from their own governments.
The agreement stipulated annual export quotas for 5
years for each member, exclusive of Cuban exports to
the United States. The quotas in general were high
enough so that no large reduction in exports was nec-
essary. Those for Java and Germany were never
filled. In the last years of the agreement, export mar-
kets had become so small that no country was
tempted to exceed its export quota.

Countries adhering to the agreement accounted for
nearly 50 percent of world sugar production in 1931.
By 1933/34, they had only 25 percent. The countries
involved in the agreement had restricted output by
about 7,168,000 tons, but during the period of
restriction, production in the rest of the world had
risen 5,204,000 tons, thus largely offsetting the effect
of the agreement {50). Production in areas with duty-
free access to the U.S. market increased 1,587,000
tons, of which more than half was in the Philippines
and about a third in Puerto Rico. India and Formosa
also had major production increases. Formosa was
then a part of the Japanese Empire, and production
there made Japan largely self-sufficient in sugar.

Provisions for increasing the quotas of the member
countries by certain percentages if the price of sugar
f.0.b. Cuba should rise above 2 cents per pound never
became operative, because world sugar prices
remained well below 2 cents.

Despite certain adjustments in quotas which
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helped to keep the agreement functioning through
1932, it was becoming a dead letter by 1933. Revolu-
tion in Cuba made the continued adherence of that
country somewhat doubtful. U.S. developments under
the Agricultural Adjustment Administration became
more important to New York sugar prices than world
market conditions, and world conferences attempting
to deal with a wide range of international economic
questions opened opportunities for a more inclusive
agreement concerning sugar.

Although the agreement cannot be considered a
success, it did contain some of the devices such as
export quotas used in later agreements among a
larger number of nations. It failed partly because
sugar importing nations were not included, leaving
them free to increase production within their bound-
aries. Failure also resulted partly from the great sever-
ity of the worldwide depression of the thirties, which
might have defeated any attempt, no matter how well
planned, to cure or reduce the economic ilis of a sin-
gle industry such as sugar.

U.S. and Cuban Sugar Developments,
1920-33

When the rate of duty on Cuban sugar reached 2
cents a pound in 1930, mainland producers were able
to increase their output substantially. Meanwhile, U.S.
sugar consumption was increasing, and U.S: imports
of Cuban sugar, although varying widely from year to
year, averaged 3,637,000 tons a year during 1920-29.
They averaged 3,862,000 tons for 1922-29. Imports
from countries other than Cuba and the Philippines
rose to 993,000 tons in 1920, as a result of high
prices in the United States, but fell to 28,000 tons in
1929.

The change in imports following the increase in
the duty on raw sugar from Cuba to 2 cents a pound
in 1930 was very different than those registered after
the 1921 and 1922 increases. This was partly
because the import duty had reached a level where it
was more effective in encouraging production in
domestic areas and the Philippines and in discour-
aging imports from Cuba. The worldwide depression
early in the thirties also affected sugar consumption -
and prices adversely. U.S. consumption in 1932, its
low point during the depression, was 17 percent
below 1929, and the New York price, duty paid, of
raw sugar was down 22 percent. The world price at
which Cuban raw sugar was sold declined 56 percent
from 1929 to 1932. ]

Sugar production in Cuba declined 61 percent, and
exports to the United States fell 64 percent between
1929 and 1933. The industry in Cuba suffered exten-
sive bankruptcy. The value of Cuban imports from the
United States declined 83 percent from 1929 to 1933.
Thus, the situation in Cuba adversely affected the
economy of the United States as well as that of Cuba.



The sugar industry in the United States also
encountered serious economic difficulties during this
period, primarily because of the severe depression
which affected the entire country.

Developments in Corn Sweeteners

Before 1920, the corn wet-milling industry had
completed the reorganization required by the courts
under the decision that the largest producing company
was guilty of restraint of trade and the corporate
structure of the industry had assumed a form not
greatly different from that prevailing until about 1970.

Production of corn sirup in 1927, the earliest date
for which figures are available, amounted to 532,000
tons and that of dextrose to 448,000 tons (table 12).
In terms of dry weight, these quantities amounted to
427,000 tons and 412,000 tons. The total con-
sumption of sirup and dextrose equaled about 11 per-
cent of U.S. consumption of sugar, corn sirup, and
dextrose that year. Although the amounts and per-
centage reached in 1927 are below present-day fig-
ures, they are high enough to indicate that the sweet-
ener part of the cornstarch business had become an
industry of competitive significance to sugar produc-
ers (27).

nomic conditions that affected sugar producers and
other industries. Sugar, corn sirup, and dextrose had
about the same percentage decline in output from
1927 to 1933. :

Prices received for corn sirup and dextrose from
1928 to 1933 declined like that for sugar, but some-
what less than the 50-percent decline in the price of
corn at Chicago. Lower prices for corn were advan-
tageous to producers of corn sirup and dextrose, since
the cost of corn was the largest single item in their

_cost of production. Because the corn wet-milling

Starch sweetener production declined irregularly’

between 1927 and 1933, influenced by the same eco-

Table 12—-Production and prices of corn sweeteners, 1927-33

Production’® Price per pound
Year
Sirup Dextrose Sirup Dextrose
---1,000 tons - - - ---Cents perlb, - - -
1927 ..... 532 448 3.26 .-
1928 ..... 553 484 4,02 4.16
1929 ,.... 556 447 3.98 4.16
1930 ..... 513 425 3.84 3.98
1931 ..... 465 401 3.17 3.47
1932 ..... 397 388 2.60 2.72
1933 ..... 500 421 2.80 2,98

!Sirup contains about 80.3 percent and dextrose 92.0

percent dry matter,

Source: Starches, Dextrines and Related Products. U.S. Tariff
Commission, Report No. 138, 2nd, Series, 1939.

industry purchased only a small proportion of the corn
grown in the United States, fluctuations in the price of
corn were largely independent of the activities of that
industry.

Saccharin

U.S. production and use of saccharin received con-
siderable stimulus from the wartime shortage of sugar
in this country in 1918 and 1919, although precise
data are scarce. The U.S. Tariff Commission, however,
reported the production of saccharin in certain years
as:

Years Pounds

1918 425,600
1919 547,988
1920 137,315
1921 188,759
1923 340,944

The end of the sugar shortage in 1920 appears to
have been related to the sharp decline in the produc-
tion of saccharin that year (76).

If saccharin is considered 300 times as sweet as
sugar, a common estimate, the 1919 output of sac-
charin would be equivalent in sweetness to about
82,000 tons of sugar, or 1.7 percent of United States
sugar consumption that year. Only some indeter-
minate part of the saccharin consumed that year can
be considered as having replaced sugar, since much
of it was used by persons unable to use sugar. How-
ever, the share used as replacement for sugar proba-
bly was larger in 1919 than in years when sugar was
plentiful.

SUGAR QUOTAS PRIOR TO WORLD WAR I

U.S. sugar producers, as well as those in Cuba and
the Philippines, were in acute economic distress at
the time President Roosevelt initiated the New Deal.
Prior to 1933, domestic sugar producers had always
sought to protect and improve their economic position
through the tariff. However, the effects of the approxi-
mate doubling of the import duty on raw sugar from

1921 to 1930 had been disappointing to the domestic
beet and mainland cane sugar industries.

Most of the increased production in the twenties
and early in the thirties had occurred in the Phi-
lippines, Puerto Rico, and Hawaii. There was no

- appreciable increase in the production of beet sugar
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until after 1930. Imports from Cuba did not decline in



volume until 1930, and even at their low point in
1933 they accounted for about 25 percent of U.S.
sugar consumption.

in the midst of the depression, the Chairman of the
U.S. Tariff Commission, in a letter to the President
dated April 11, 1933, said, “Cuba must fix the price at
which she sells sugar at a point which will enable her
product to enter the American market. The result is
that the price has gone down to a point which is
disastrous both for American and for Cuban produc-
ers. It is evident that no increase of the American tar-
iff can relieve the resulting situation in this country or
in Cuba” (62).

The Chairman then recommended that the United
States adopt a quota system for sugar and consider
reducing the import duty on Cuban sugar. These opin-
jons were repeated in a later report (No. 73) of the
Tariff Commission. The report also pointed out that “It
is also of some interest to note that the preferential
advantage of 20 percent in the tariff on sugar which
Cuba obtained beginning in 1903 enabled the island
to forge rapidly ahead in the production of sugar as
compared with other (full-duty) areas in Latin Ameri-

ca.

The Sugar Act of 1934

Representatives of the domestic sugar industry
conferred on June 27, 1933, andrs_tajected a commit-
tee to draft a sugar agreement designed to improve
the balance between sugar supplies and consumption.
In September 1933, the proposed agreement was
signed by representatives of the various branches of
the U.S. sugar industry, with certain reservations by
mainland cane sugar producers. It was submitted to
the Secretary of Agriculture for approval or other
action (20).

In October 1933, the Secretary of Agriculture
rejected the proposed agreement, stating that it
seemed to him ““to emphasize unduly the interests of
processors rather than the income of farmers'’ and
that “the Government should not under agreements
of this kind undertake to relieve processors, refiners,
and others of provisions of the antitrust laws unless
definite protection is provided for consumers with
greater assurance of benefits for farmers.”

The President, in a message to Congress dated
February 8, 1934, recommended the enactment of a
sugar quota law which would have the threefold
objective ‘‘of keeping down the price of sugar to con-
sumers, of providing for the retention of beet and
cane farming within our continental limits, and also to
provide against further expansion of this necessarily
expensive industry.”

The Secretary of Agriculture expanded upon this
statement in a press release dated March 16, 1934,
which stated, “The program as outlined in the Presi-
dent’'s message and implemented by pending legis-

lation, recognizes a duty to stabilize the price and pro-
duction of sugar for the benefit of the continental
producers and the industry of the insular possessions.
it also takes into account the obligations of the United
States toward Cuba as implied by the Monroe Doc-
trine and specified in the Platt Amendment.”’

The Sugar Act of 1934, otherwise known as the
Jones-Costigan Act, was approved by the President
on May 9, 1934, It provided an entirely new method,
the basic parts of which were used until 1974, for
regulating the domestic sugar industry and controlling
the imports of sugar for the benefit of all producing
areas, domestic and foreign. The act required the
Secretary of Agriculture to determine the “con-
sumption requirements for sugar for the continental
United States’’ for 1934 and succeeding calendar
years. The Secretary was given power to revise the
consumption requirements for any year whenever cir-
cumstances required. The consumption requirements
were to be determined from available statistics of the
U.S. Department of Agriculture, so as to effect the
declared policies and purposes of the act. These
required the Secretary to have “due regard to the wel-
fare of domestic consumers and to a just relation
between the prices received by domestic producers
and the prices paid by domestic consumerss ..."”

Once consumption requirements were determined,
the guantity of sugar required was divided among the
domestic areas and foreign countries supplying sugar
to the United States by assigning a quota to each. In
doing this, the law provided that these quotas should
be based on the average quantities of sugar brought
into the continental United States for consumption or
consumed therein, "‘during such three years,
respectively, in the years 1925-1933, inclusive, as the
Secretary of Agriculture may from time to time, deter-
mine to be the most important representative three
years ...” It was also provided that the annual quota
for the beet sugar area should be not less than
1,550,000 tons, raw value, and the quota for the
mainland cane area not less than 260,000 tons; also
that the continental areas together should receive 30
percent of consumption requirements in excess of

" 6,452,000 tons raw value for any year.
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The most representative 3 years for the deter-
mination of quotas for offshore areas, except Hawaii,
were determined by the Secretary to be 1931-33; for
Hawaii they were 1930-32. Consumption require-
ments were set at 6,476,000 short tons, and quotas
were assigned as follows:

Area Quota
(short tons, raw value)
U.S. beet sugar 1,656,166
Mainland cane 261,034
Hawaii 916,550
Puerto Rico 802,842
Virgin Islands 5,470



Philippines 1,015,186
Cuba 1,901,752
Full duty countries 175,000

Total 6,476,000

Since receipts of sugar from each quota area had
varied substantially during 1925-33, the provisions of
the law and the Secretary’s regulation were important
in determining the size of each quota (table 13). The
Secretary of Agriculture, in an address to Colorado
farm organizations on July 13, 1935, pointed out the
relatively minor adjustments in production required in
domestic areas and the Philippines to conform to
guota limitations. He then said, “The Cuban quota, on
the other hand, represents a decline of 51.3 percent
from the year of peak shipments and a decline of 35.2
percent from the nine-year average’’ (20). However,
the Cuban sugar quota was above the quantities Cuba
exported to the United States in 1932 or 1933. Cuban
sugar producers almost unanimously regarded the
U.S. quota arrangement as a great improvement over
the tariff of 1930.

In addition to the overall quotas, offshore areas
were given quotas for refined sugar which were part
of their total quotas. Continental areas could market

their entire quotas in refined form. imports of refined
sugar from Cuba were limited to 22 percent of the
Cuban sugar quota; Hawaii, Puerto Rico, and the Phi-
lippines were limited to the largest amount of such
sugar shipped to the continental United States in any
one of the years 1931, 1932, or 1933. These refined
sugar quotas in 1934 were:

Short tons,

Area raw value

Cuba 418,385
Philippines 79,661
Puerto Rico 133,119
Hawaii 26,023

The limitations on shipments of refined sugar to
the continental United States restored to cane sugar
refiners in another form the protection which they
had lost under the Tariff Act of 1930.

The 1934 act also provided for benefit payments to
growers to be made from funds obtained from a pro-
cessing tax on sugar. The processing tax was set at
50 cents per 100 pounds of sugar, raw value, equal to
53.5 cents for refined sugar. It was assessed against
all sugar, domestic and foreign. Benefit payments,

Table 13—Sugar consumption in continental United States and contributions from all areas, as percentage of
total consumption 1925-33 and 1934 quotas, short tons, raw value

Contributions
Consump-
Year tion Continental United States
Hawaii Puerto Rico
Beet Cane
---Tons- - - Percent Tons Percent Tons Percent Tons Percent
1925,.. ...| 6,603,000 1,063,500 16.11 149,500 2.26 763,000 11.56 603,500 9.14
1926 v 0ennnn 6,796,500 1,046,000 15.39 84,000 1.24 740,500 10.90 551,000 8.11
1927 .,.v..... | 6,348,000 935,000 14,73 46,500 .73 762,000 12,00 578,000 9.11
1928.........| 6,642,500 1,243,000 18.71 138,500 2.08 819,000 12.33 698,500 10.51
1929 .. ..04. 6,964,000 1,026,500 14,74 189,000 2.71 928,500 13.33 460,000 6.61
1930 .., ....... 6,710,500 1,140,500 17.00 197,500 2.94 808,000 12.01 780,000 11.62
1931 .........| 6,561,500 1,343,000 20.47 206,000 3.14 967,000 14.74 748,500 11.41
1932 . ..00vnne 6,248,500 1,318,500 21.10 160,000 2.56 1,024,000 16,39 910,500 14.57
1933.........] 6,316,000 1,366,000 21.63 315,000 4.99 989,500 15.67 791,000 12.52
Quota 1934 ...| 6,476,000 1,556,166 24.03 261,034 4,03 916,550 14,15 802,842 12,40
Contributions
Year
Phillppines Virgin istands Cuba . Other countries

Tons Percent Tons Percent Tons Percent Tons Percent
1925 ......... 485,000 7.35 10,000 0.15 3,486,000 52,79 40,500 0.61
1926 .. 00u0nne 375,000 5.52 6,000 .09 3,944,500 58.04 47,500 .70
1927 . in v ens 521,000 8.21 6,500 .10 3,491,000 54,99 6,500 .10
1928 cees 570,500 8.59 11,000 .17 3,125,000 47.05 35,000 .53
1929 ......00 724,500 10.40 4,000 .06 3,613,000 51.88 17,500 .25
1930 .. 0000 ans 804,500 11.99 6,000 .09 2,945,500 43.89 30,500 .45
1931 ...0000te 815,000 12.42 2,000 .03 2,448,000 37.19 40,000 .61
1932........ 1,042,000 16.68 4,500 .07 1,762,500 28.21 26,500 42
1933 ..0000ees 1,241,000 19.65 4,500 .07 1,601,000 25.35 8,000 .13
Quota, 1934 ... | 1,015,186 15.68 5,470 .08 1,901,752 29.37 17,000 .26

Source: Agricuiture Adjustment in 1934, A Report of Administration of the Agricuilture Adjustment Act, February 15, 1934 to

December 31, 1934,
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however, were made only to sugarbeet and sugarcane
growers in domestic areas and in the Philippines prior
to its change to Commonwealth status.

At the time the processing tax was imposed, the
President, by proclamation, reduced the import duty
on raw sugar from Cuba from $2 to $1.50 per 100
pounds. The basic rate of payments to sugarbeet and
sugarcane growers was set at 60 cents per 100
pounds of sugar recoverable from the beets or cane
grown. A major purpose of the payments to sugar pro-
ducers, as was true of similar payments to producers
of other crops, was to provide growers with an incen-
tive to limit their acreage in line with quotas, as
determined by USDA. The Federal Government did
not have the power to compel growers to adjust
acreage against their will. Acreage limitations in
some areas were placed in effect in 1935. In general,
growers not limiting their acreage as indicated by the
Secretary of Agriculture were not eligible to receive
benefit payments. When the acreage of cane or beets
was to be restricted by the Secretary of Agriculture,
the acreage allotted to individual growers was to be
largely determined as a percentage of that grown in
previous years.

The 1934 Sugar Act also permitted the Secretary
of Agriculture to set minimum wages for labor
employed by sugarbeet and sugarcane growers, to
limit the use of child labor to the grower’s family, and
to adjudicate disputes between growers and pro-
cessors concerning the production and marketing of
sugarbeets or sugarcane. These portions of the law
were designed mainly for the protection of labor in
somewhat the same manner as other labor legislation
protected the interests of laborers.

The production adjustment and processing tax
phases of the sugar program of the 1934 act were
ended as a result of the Supreme Court decision on
January 6, 1936, in the Hoosac-Mills case. The quota
provisions remained in effect. In addition, the Soil
Conservation and Domestic Allotment Act of Febru-
ary 26, 1936, provided for direct cash payments to
agricultural products, including sugarbeet and sugar-
cane growers, who met certain conditions. Also, on
March 1, 1937, the President recommended new
sugar quota legislation.

The Sugar Act of 1937

The new Sugar Act recommended by the President
became law on September 1, 1937. It was in many
respects similar to the 1934 act. An excise tax, pay-
able into the general fund of the Treasury, was substi-
tuted for the processing tax which was generally con-
sidered unconstitutional under the Supreme Court
decision in the Hoosac-Mills case. Benefit payments,
the most important of which were called “conditional
payments’ since growers had to observe certain
specified conditions to receive them, were to be made

to growers as before, but from funds appropriated by
the Congress.

The new law provided more detailed guidelines for
determining sugar consumption requirements, but
they were still in general terms. Quotas for the vari-
ous producing areas were specified as percentages of
consumption requirements; they were:

Domestic areas Domestic Total
Percent
Beet 41.72 23.19
Mainland cane 11.31 6.29
Hawaii 25.25 14.04
Puerto Rico 21.48 11.94
Virgin Islands .24 13
Total 100.00 .55.59
Foreign areas Foreign Total
Percent
Philippines 34.70 15.41
Cuba 64.41 28.60
Other countries .89 .40
Total 100.00 44 .41

The quota for mainland cane sugar in the 1937 act
was more than 50 percent above that in the 1934 act
because of the increased production potential. There
were slight decreases in the percentage quotas for
other areas. Other provisions of the 1937 act did not
differ significantly from those of the 1934 act.

Results of the Sugar Quota Laws

The principal economic effect of the U.S. sugar
quota system was to effectively separate sugar prices
in this country from those in the rest of the world.
When the U.S. domestic sugar industry was protected
by a tariff only, the difference between the price of
raw sugar in the United States and other countries
tended to equal the difference between import duties
plus the differences in the cost of transporting the
sugar from the exporting country to the importing
country. With the establishment of quotas which lim-
ited the quantity of sugar that could be imported or
marketed from domestic production in any year, U.S.
sugar prices became independent of those in other
countries. This separation of prices could occur only
when the sum of the quotas for all areas—the con-
sumption requirements—was such that the require-

~ ments were substantially filled. If quotas were not
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substantially filled, the system became ineffective
from the standpoint of price, and price relationships
among countries were the same as when tariffs pro-
vided the only protection to the domestic industry.
The average annual difference between the price of
raw sugar in New York and London, adjusted to the



New York freight basis, for 1926 through 1932 was
0.05 cent a pound; for the quota period 1934-41, it
was 0.089 cent a pound (table 14). The difference in
1933 was 0.26 cent. Quotas were not in effect in
1933, but efforts of the domestic sugar industry to
develop a marketing agreement which might contain
quotas of some types apparently had some effect on
market prices.

Table 14—Price per pound of Cuban raw sugar cost and
freight New York and London, adjusted to New York
freight basis, 1926 to 1941

Price per pound
of raw sugar
Year Difference
New York London!
---Cents- - -
1926 o v vve e 2.59 2.62 -0.03
1927 ...iiiinne 2.96 2.91 +.05
1928 .......... 2,45 2.49 -.04
1929 .......... 2.00 1.91 +,09
1930 .......... 1.48 1.36 +.12
1931 .....00vs 1.34 1.25 +.09
1932 ... ihihenn 0.93 0.87 +.06
1933.......... 1.23 0.97 +.26
1934.......... 1.50 1.04 +.46
1935 ... cv0enes 2.33 1.00 +1.33
1936 ...cuvenn 2.69 1.01 +1.68
1937 .ovivenens 2.54 1.32 +1.22
1938 .......... 2,04 1.14 +.90
1939 ......... 1.91 1.60 +,31
1940 .......... 1.89 1,33 +.56
1941 ... ... 2.48 1.85 +.63

! adjusted to New York freight basis.

Source: U.S. Tariff Commission, Statistics on Sugar, March
1940, for 1926 through 1933; Sugar Statistics and Related Data,
Vol. 1, Bul. 293, Agr, Stabil. and Conserv, Serv,, U.S, Dept,
of Agr, Sta, Bul, 214, July 1957 for 1934-41,

These price increases were of great benefit to
Cuban sugar producers. As John E. Dalton wrote in
1937, “‘Cuba has seen the value of her sugar crop rise
from the depression low point {1932) of $40,000,000
to over $100,000,000 in 1935, the highest figure
since 1929. The benefits to Cuba from our new sugar
policy have been as great as those received by any
other area contributing to the United States market"”
(29).

The economic improvement in the Cuban sugar
industry permitted increased exports from the United
States to Cuba. This further restored the volume of
trade between the two countries and benefited pro-
ducers in a large number of U.S. industries with sales
in Cuba.

The prices in table. 14 do not include the import
duty and excise tax and therefore do not show the
effect of these on the price of raw sugar in domestic
areas. In general, U.S. sugar prices remained low dur-
ing the pre-World War Il quota period, compared with
their level late in the twenties (table 15). In most
years, prices were not much above those in 1932, the
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Table 15—Response of U.S. sugar prices to pre-World War 1}
sugar quotas, 1926-41

Price per pound
Raw sugar Refined cane
Year® duty paid sugar, net cash,| Average U,S.
New York New York! retail
- Cents- - -

1926 .....0. 4.33 5.46 6.8
1927 ........ 4.71 5.79 7.2
1928 ........ 4.20 5.52 6.9
1929 ,....... 3.76 5.03 6.4
1930 .....4. 3.36 4.62 6.1
1931 ........ 3.33 4.43 5.6
1932........ 2.93 3.99 5.0
1933 ........ 3.22 4,32 5.3
1934 ........ 3.02 4,12 5.5
1935........ 3.23 4.32 5.7
1936 ccvv e 3.59 4.69 5.6
1937 ...vvh e 3.44 4.55 5.6
1938 ........ 2.94 3.95 5.3
1939 ........ 2,98 4.04 5.4
1940 ........ 2.79 3.80 5.2
1941 ,....... 3.38 4.39 5.7

! Before payment of the processing tax, which averaged 0.300
cent per pound in 1934, 0.178 cent per pound in 1937, and
0.535 cent in 1935 and 1938-41.

Source: U.S. Dept. of Agr., Sugar Statistics and Related bata,
Vol. 1 Sta. Bul, 293, Agr. Stabil. and Conserv. Serv. U.S. Dept.
of Agr,

low point of the Depression. The difference between
the prices of raw and refined sugar generally narrow-

ed.
Growers also received payments made under the

provisions of the sugar acts. However, the processors
or refiners paid the processing tax under the 1934 act
and the excise tax under the 1937 act. The burden of
these taxes, 50 cents a pound on raw sugar, tended to
be passed back to the cane and beet growers. A farm-
er's incentive to grow sugarcane or sugarbeets
depended on the total return received, regardless of
its source. Since the quota set an upper limit on the
quantity of sugar that processors could sell in any
year, they did not, as a group, encourage farmers to
grow more than enough beets to enable them to fill
their quota. However, if they did not fill their quota,
the deficit was assigned to other areas. Under these
circumstances, processors could not pass the tax for-
ward to consumers by raising prices. If the domestic
areas as a whole failed to fill their quota, the deficit
could be assigned to Cuba and other countries.

On April 11, 1940, the President wrote to the
Chairman of the Committee on Agriculture of the
House of Representatives, “’In reviewing the present
sugar situation | have been gratified to note the great
improvement in conditions that have taken place
since the adoption of the sugar program six years ago.
Domestic sugar producers are fortunately receiving
incomes at approximately the parity level, and are
enjoying a large volume of production. The losses of
sugar processors in the years preceding the program



have been converted into profits; child labor has been
greatly reduced; wages and working conditions
improved; and there has been brought an important
and greatly needed recovery in the market for our sur-
plus markets in the foreign countries from which
sugar is imported into the United States.”

Reciprocal Trade Agreements

The Reciprocal Trade Agreements Act of June 12,
1934, amended the Tariff Act of 1930 to grant the
President authority to negotiate trade agreements
with other countries. The purpose was to expand U.S.
foreign trade by agreements which would benefit U.S.
exports and provide corresponding market oppor-
tunities for foreign products in the United States. The
President, in the original act, was authorized to raise
or lower existing rates as much as 50 percent.

The first of these trade agreements, negotiated
with Cuba, became effective on September 3, 1934.
This agreement reduced the import duty on raw sugar
from Cuba from 1.5 cents to 0.9 cent a pound. An
equivalent reduction was made on refined sugar.
These reductions in duty did not make it possible for
Cuba to export more sugar to the United States
because Cuba’s quota was not changed; neither did
the reductions affect the price of sugar in the United
States, since the total quantity of sugar from all
sources that could be marketed in this country
remained unchanged. However, the reduction in duty
did increase the price Cuban producers received for
their sugar by the entire amount of the reduction. in
1935, this amounted to $22,284,264 on the
1,857,022 tons of sugar, raw value, exported from
Cuba to the United States. U.S. customs receipts were
reduced by the same amount. The arrangement gave
Cubans additional funds with which to purchase com-
modities from the United States and other countries.
Cuba lowered its import duties on a considerable
number of commodities imported from the United
States, which further increased opportunities for addi-
tional exports to Cuba.

As Dalton (29) pointed out in 1937, “In the two
reductions of the Cuban duty from 2.00 cents to 1.50
cents and from 1.50 cents to 0.90 cent per pound, in
conjunction with a fixed quota at least 300,000 tons
over her previous year's shipment to the United
States, Cuba was to receive liberal assistance.”

The agreement provided that the U.S. duty on
sugar from Cuba should revert to the previous rate if
U.S. sugar quotas were suspended or repealed. Quo-
tas were suspended between September 12 and
December 27, 1939, at the outbreak of World War I
in Europe. During this period, the rate of duty on raw
sugar from Cuba was 1.5 cents a pound.

The trade agreement with Cuba was amended on
January 5, 1942, This amendment, among other
changes, provided for the further reduction of the U.S.
import duty on raw sugar from Cuba to 0.75 cent a
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pound, with no increase of duty if quotas were sus-
pended. Later in 1942, in a trade agreement with
Peru, the U.S. full-duty rate on raw sugar was reduced
by half the full-duty rate established by Presidential
proclamation in June 1934. The trade agreement with
Cuba, under the terms of the Trade Agreements Act,
was exclusive with that country, but U.S. changes in
tariff rates made in the agreement with Peru were,
under the law, automatically granted to other count-
ries. The full-duty rate reduction affected Peruvian and
other sugar producers (who were subject to the rate)
just as it affected Cuban producers, but the quantity of
sugar affected was much smaller.

Following the trade agreement with Peru, sugar
import duties remained unchanged until after World
War Il

The Sugar Institute

During the years that the sugar industry was preoc-
cupied with tariff rates, quotas, and the depression,
cane sugar refiners faced chaotic marketing condi-
tions. Secret price concessions spread the belief,
whether or not correct, that competitors making such
concessions were keeping the prices of refined sugar
lower than the published quotations indicated. Price
movements became erratic and sometimes unrelated
to the economic factors which ordinarily determine
price.

Refined sugar then sold largely on the basis of
announced quotations, or offers, made by individual
refiners. Refiners’ offers were customarily uniform,
since refined sugar is a highly standardized product;
one refiner normatlly would find it impossible to sell at
a higher price than his competitors at the same time
and in the same market. Changes in announced price
offers for refined sugar were relatively infrequent,
compared with price changes in raw sugar. When
prices of refined sugar increased, the increases usu-
ally did not take effect until several days after the
announcement was made. During the interim, buyers
could purchase enough sugar at the lower price to
meet their needs for about 30 days, or in some cases
longer.

In an attempt to preserve the system of selling
refined sugar and improve its operation, a group of
refiners began discussions of remedial measures in
the summer of 1927. in September 1927, the group
submitted a proposed certificate of incorporation and
bylaws for a trade association, together with a num-
ber of suggestions concerning trade practices to the
Department of Justice. A code of ethics was also sub-
mitted to the Department of Justice and discussed
with its officials. Following this discussion, the group
changed some items and adopted the code in January
1928.

The Sugar Institute, Inc., and the code of ethjcs
were intended to establish conditions under which
refined sugar would be sold at openly announced



prices without discrimination among customers. The
methods adopted of reporting prices, sales, and other
statistics to the Institute have been described as simi-
lar to those permitted by the National Industrial
Recovery Act (NIRA).

Despite the refiners’ precaution of consulting the
Department of Justice, suit was filed in March 1931
against the Institute and its members alleging illegal
restraint of trade. The Supreme Court on March 30,
1936, confirmed, with changes, the decision of the
District Court that some of the activities of the Insti-
tute were illegal. The Supreme Court enjoined the
Institute and its members from continuing certain
practices, principally those related to the pricing of
sugar. The decision did not require the dissolution of
the Institute, but the members dissolved the
organization (20).

The International Sugar Agreement
of 1937 ‘

As early as 1927, the Cuban delegation to the
League of Nations informed the World Economic Con-
ference, which met that year (57), of the deteriorating
world sugar situation and presented suggestions for
remedial action. The Conference recommended that a
study be made of sugar. A meeting in Geneva in April
1929 was attended by representatives of the League
and of the sugar industries of a number of nations,
not including the United States. The industry repres-
entatives generally expressed the opinion that any
stabilization of production should rest on a formal
agreement among producers. The representative of
the League of Nations, however, took no affirmative
action but declared, “All that the League of Nations
can do in the sphere of industrial combinations is to
study closely their development.”

By 1933, worsening economic conditions through-
out the world persuaded various governments of the
desirability of changing their attitude toward certain
types of international economic proposals and pro-
grams. The World Monetary and Economic Confer-
ence held in London in 1933 had as its major pur-
poses the encouragement of freer trade and the
development of some remedy for current monetary
difficulties. However, there also was some indication
that joint action by governments dealing with disor-
ganized conditions of production and distribution
might be desirable.

A Cuban draft proposal for stabilizing world sugar
production was submitted to the Economic Commis-
sion of the Conference. The Cuban proposal suggested
that (1) processors build no new factories, expand no
old ones, and reassemble no dismantled ones for 10
years; (2) governments grant no new subsidies for
production of export; (3) governments were to make
no increases in tariffs that would raise duties over 70
percent ad valorem, at least until after September 1,
1935; and (4) these stipulations would become effec-
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tive when signed by a comprehensive list of 26 pro-
ducing and importing countries. The proposal met
with a favorable reception from most exporting count-
ries, but India, Brazil, and Great Britain opposed it. It
was not adopted.

By 1937, the United States and Great Britain had
stabilized their programs for their domestic sugar
industries sufficiently to be willing to take more active
roles in developing solutions for international sugar
problems. Partly because of this an "International
Agreement Regarding the Regulation of Production
and Marketing of Sugar’ was signed on May 6, 1937,
by representatives of 21 nations, including the United
States, at a conference in London. The most
important feature of the agreement established the
following export quotas for the free market for individ-
ual countries.

Country Basic quota Equivalent
Metric tons  Short tons
Belgium (including Belgian
Congo) 20,000 22,046
Brazil 60,000 66,138
Cuba 940,000 1,036,162
Czechoslovakia 250,000 275,575
Dominican Republic 400,000 440,920
Germany 120,000 132,276
Haiti 32,500 35,825
Hungary 40,000 44,092
Netherlands (including
overseas territories) 1,050,000 1,157,415
Portugal (including overseas
possessions) 30,000 33,069
Peru 330,000 363,759
Poland 120,000 132,276
Union of Soviet Socialist
Republics (excluding
exports to Mongolia,
Tannu Twa, and Sin-Kiang) 230,000 253,529
Total 3,622,500 3,993,032

In addition to its basic quota, Czechoslovakia
received extra allotments of 90,000 metric tons for
the year beginning September 1, 1937; 69,000 tons
for 1938; and 25,000 tons for 1939. Czechoslovakia
also agreed to reduce its acreage in line with these
figures. Other special provisions of minor importance
concerned gquotas of individual countries.

An International Sugar Council was established in
London to administer the agreement. Nations adher-
ing to the agreement received voting rights on the
Council approximately in proportion to the amount of
their exports or imports. The agreement provided for
an adjustment of export quotas whenever three-fifths
.of the votes cast in the Council favored such action.

Exports of sugar to the United States were not
included in the free market exports for which the



agreement established quotas. U.S. participation con-
sisted of an agreement that imports of sugar paying
the full-duty taritf rate would not be reduced below
the existing proportion under U.S. sugar quota law
and that countries subject to its full-duty rate would
be assigned any deficit in U.S. imports of sugar from
the Philippines below the quota specified in the Phi-
lippine Independence Act.

The price objectives of the agreement were stated
in vague terms. The agreement was to be adminis-
tered so as to assure consumers an adequate supply
of reasonably priced sugar at all times. There was
also a provision that steps would be taken to prevent
increases in the world price of sugar for export being
followed by increases in domestic prices and lower
consumption. The nature of these steps was not
specified.

Results of the operation of the 1937 agreement
were not impressive. The first quota year began Sep-
tember 1, 1937, but not until April 27, 1938, had
enough governments ratified the agreement to permit
any effective quota action. Although action was finally
taken to reduce quotas by 5 percent and several
exporting countries voluntarily agreed not to fill their
quota, estimated market requirements exceeded
exports and prices continued low.

The growing threat of war in Europe greatly
affected the operations of the agreement during its
second year, beginning September 1, 1938. The
Council met before the start of the year and adjusted
quotas to prospective market demand within the limits
of its authority. England, however, had begun to
stockpile supplies of essential foods, including sugar,
in the summer of 1938. Sugar prices had risen con-
siderably by May 1, 1939, and upward adjustments
were made in the quotas. By the end of the quota
year, these amounted to an increase of more than 16
percent over the quantity initially established.
Increased demand and higher prices were due to the
increasing probability of war, rather than to the Inter-
national Sugar Agreement.

The start of the third year of operation of the

agreement, September 1, 1939, almost coincided with
the outbreak of hostilities in Europe. The British Gov-
ernment promptly assumed complete control of sugar
in Britain and took steps to purchase all the available
unsold sugar in South Africa, Australia, and Mauritius.
The initial phases of the war were not so highly
destructive to the European beet sugar industry as
they had been in World War |. There was no great °
rise in prices. However, with some parties to the
agreement at war with each other, the agreement
became largely inoperative. About all that remained
was the formal structure of the International Sugar
Council, which was kept in existence in the hope that
an agreement would again become effective after the
war.

The Philippine Independence Act

In March 1935, the United States passed the Phi-
lippine Independence Act which provided for the com-
plete independence of the Philippines in 1945, if its
terms were accepted by the Commonwealth of the
Philippines. The Philippine legislature voted on May 1,
1934, to accept the act and on March 23, 1935, Pres-
ident Roosevelt approved the draft of the constitution
of the Commonwealth of the Philippine Islands which
had been adopted by a constitutional convention
called by the Philippine legisiature. The common-
wealth was an intermediate stage of government for
the islands, preceding complete independence.

The Independence Act provided that, during the
operation of the Commonwealth of the Philippines,
trade relations with the United States should remain
unchanged except that duty-free shipments of refined
sugar from the Philippines to the United States were
limited to 50,000 long {66,000 short) tons a year and
shipments of unrefined sugar to 800,000 long
(896,000 short) tons. These amounts did not differ
greatly from the quotas for Philippine sugar under the
1934 and 1937 Sugar Quota Acts. They did, however,
set a standard that was used in later acts and
regulations.

SUGAR DURING WORLD WAR ii

The advent of war in Europe in September 1939
found most nations somewhat better prepared than in
World War | to meet the inevitable disruptions and
shortages that would develop before the conflict
ended. The preparations stemmed from memories of
what had happened during the previous conflict and
the varying degrees of success or failure that had
accompanied earlier attempts to control the situation
and mitigate the adverse effects. England, remem-
bering former shortages, actively stockpiled sugar for
some months before the outbreak of hostilities and
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promptly placed its entire sugar trade under Govern-
ment control once fighting began. Before the end of
World War Il, Britain, the United States, and other
countries used much more elaborate control devices
than those of World War |.

Position at Cutbreak of War,
September 1939 '

World sugar surpluses existed during nearly all of
the decade of the thirties. When the war started in



Europe, the United States had relatively large suppli-
es. Total stocks on September 1, 1939, amounted to
1,692,000 short tons (raw value}—the largest stocks
for that time of year since comparable records had
become available in 1935. Sugar production in the
United States and in its principal sugar supply areas
also was at a comparatively high level during the crop
year beginning in 1939. Consequently, the United
States entered the war period in an unusually good
position to withstand whatever wartime shortages
might develop (8).

Most European countries’ immediate supplies of
sugar were also reasonably good. World sugar produc-
tion in 1939 slightly exceeded the average for 1935-
39. Production of beet sugar in Europe in 1939
amounted to 10.7 million tons (raw value), 5 percent
above the 1935-39 average. An International Sugar
Agreement adopted in May 1937 was in force up to
the outbreak of war in Europe, but quotas were
promptly suspended and the agreement became inef-
fective. '

In every important producing and consuming coun-
try, the government more or less closely controlled
the production and marketing of sugar before the out-
break of hostilities. In many countries, the system of
control was more complete than in the United States.
Britain and most other European countries paid pro-
duction subsidies. Cuba and Java each had extensive
systems of control designed to limit production and
maintain prices; they also had multiple price systems
in effect. Australia controlled production and operated
a two-price system. In nearly every other major coun-
try, sugar producers were subject to special regu-
lations, and they usually received direct or indirect
subsidies.

This experience in regulating sugar production and
marketing in peacetime doubtless made it somewhat
easier for the United States and other countries to
apply additional wartime controls when these became
necessary. Much of the organization needed for con-
trol, together with a great deal of detailed information
about the sugar industry, already existed. Despite this,
considerable expansion of government agencies deal-
ing with sugar occurred in many countries, including
the United States, during the war.

Events Before Pearl Harbor

Immediately after the outbreak of war in Europe,
sugar prices in the United States began to rise. The
cost and freight price of Cuban raw sugar in New York
averaged 1.95 cents a pound in August 1939 and
2.32 cents in September. The duty-paid cost rose from
2.85 cents to 3.7 cents. As a result, U.S. sugar quotas
were suspended by Presidential proclamation on Sep-
tember 11, 1939. Partly because of the suspension of
quotas and partly because fears of an immediate
shortage of sugar subsided after the initial excitement
of war, U.S. sugar prices declined after September.
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The cost and freight price for Cuban raw sugar in New
York averaged 1.94 cents a pound in October and
1.46 in November. Quotas were reestablished on
December 26, 1939.

During the period when quotas were suspended
(September 11 to December 26, 1939) the duty on
raw sugar imported from Cuba was automatically
increased from 0.9 cent to 1.5 cents a pound. Con-
sequently, the duty-paid price of sugar in this country
did not decline so much when quotas were suspended
as the cost and freight price, which does not include
the duty. The average wholesale price of raw sugar in
New York for November was 0.1 cent per pound
above the previous August, but the cost and freight
price was 0.49 cent lower.

The cost and freight price of sugar in New York
increased from its low point of 1.46 cents per pound
in November 1939 to 1.95 cents in January 1940. It
then gradually declined to 1.74 cents in August 1940.
From this point it increased slowly but consistently to
2.99 cents a pound in February 1942; this price had
been established in January 1942 as the ceiling for
sugar in this position. The ceiling was first established
in August 1941 at 2.60 cents per pound but was
raised in January 1942, and remained at 2.99 until
after the Japanese surrender.

Stocks of sugar in the hands of U.S. primary dis-
tributors were at a comparatively high level in 1939;
they increased still further in 1940. On January 1,
1940, they reached a peak of 2.6 million tons (raw
value), 13 percent above 1939. At the seasonal low
point on October 1, 1940, stocks amounted to 1.4 mil-
lion tons, 46 percent above the previous year. At least
part of the 1940 increase in stocks in the hands of
primary distributors resulted from an abnormally large
distribution of sugar in September 1939 when prices
first began to rise. Sugar distribution by primary dis-
tributors in September 1939 amounted to 1.2 million
tons, almost double the September average for 1935-
38. Complete data regarding distribution are not avail-
able, but much of the excess distribution in September
1939 certainly served to increase invisible stocks of
sugar in the hands of wholesalers, retailers, industrial
users, and householders, and these stocks were not
immediately consumed. Visible stocks in the hands of
primary distributors averaged about 10 percent lower
in 1941 than in 1940. This decline in stocks in the
United States continued throughout the war. During
the first 6 months of 1945, stocks averaged only 1
million tons, compared with 2.5 million tons in 1940.

Sugar Production During the War

U.S. beet sugar production in 1941 amounted to
1.6 million tons (raw value}—300,000 tons below the
alltime peak of 1940. Production in 1942 increased
about 8 percent from 1941, but in 1943 it dropped to
1 million tons, a decline of 42 percent in 1 year, the
smallest crop since 1926. Production in 1944 was



only slightly above 1943, and it did not recover its
prewar level until 1947.

The drop in production of beet sugar in 1943-46
appears to have been caused mainly by a shortage of
labor needed for growing beets. Sugarbeet production
at that time required much tedious hand labor which
received relatively low wages. Wages in manu-
facturing industries were higher, and many former
beet workers took factory jobs, particularly in the
Western States. Substitute crops which could be pro-
duced on land formerly devoted to sugarbeets brought
high prices during the war and required much less
labor per acre to produce. In some cases, prices (in-
cluding subsidies) for these crops were higher, com-
pared with prewar, than they were for sugarbeets.

The production of cane sugar in the continental
United States averaged somewhat higher during the
war than it had in prewar years. Production in 1942
was 444,000 tons, 6.7 percent above 1941. The
shortage of labor in the cane-producing areas never
became so acute as in the beet areas. Also, substitute
crops could not be planted in most of the cane areas
so readily as in the beet areas.

Production of sugar in Hawaii declined moderately
during the war. It averaged 834,000 tons for 1942-47,
about 12 percent below 1941. Part of this reduction
was caused by the military services taking over some
cane land for war purposes. Moreover, labor and
machinery became very scarce in Hawaii. The Islands
were so important as a military base that many civil-
ian laborers were employed in positions related to
military activity.

Sugar production in Puerto Rico amounted to
940,000 tons in 1941, about the same as during
1942-47. Production reached a low of 729,000 tons
in 1944, This decline in production was partly the
result of a sharp drop in the yield of cane per acre
caused by adverse weather conditions and a shortage
of fertilizer.

The total production of sugar in the continental
United States, Hawaii, Puerto Rico, and the Virgin
Islands in the crop year 1941 amounted to 3,889,000
tons. Production for the next 6 years averaged
3,683,000 tons, a decline of 9 percent. In addition,
nearly a million tons of sugar were received from the
Philippine Istands in 1941, but because of the Japa-
nese occupation none came during the next 6 years
(8).

Sugar production in Cuba, the other important area
supplying the United States, increased during the war
years. It amounted to only 2,734,000 tons in 1941,
compared with an average of 3,252,000 tons for
1937-40. Production amounted to 3,229,000 tons in
1943, then increased to 4,476,000 tons in 1946 and
to 6,448,000 tons in 1947. Considerable quantities of
invert or high-test molasses were made in Cuba in
1942 and 1944 for U.S. wartime uses. The quantity of
sugar produced in those years would have been
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greater if part of the cane crop had not been used for
making this molasses.

Goals for Sugarcane and Sugarbeets

The U.S. Department of Agriculture set production
or acreage goals for all major farm products during
the war. These goals were set in the fall or winter
each year for the coming crop season. The goals were
intended to serve as a guide to farmers and agricul-
tural workers in planning their production programs
by indicating approximately how much of each com-
modity was likely to be needed during the period
when next year’s crop would be consumed.

Separate goals were set for sugarcane and sugar-
beets produced in the continental United States each
year, beginning with the crop year 1943. In 1942,
USDA announced that no limitations would be placed
on the acreage of sugarbeets and sugarcane. Such
limitations had been in effect in 1941. The acreage of
sugarbeets harvested in 1942 was 26 percent greater
than in 1941, and the acreage of sugarcane increased
22 percent. These were the high points reached dur-
ing the war.

The goals for 1943 called for 1,050,000 planted
acres of beets and 340,000 harvested acres of cane.
In 1944 the goals were reduced to 951,000 acres for
beets and 337,000 acres for cane. Both the beet and
cane goals for 1945 were the same as tor 1944,

Government Control of Sugar Prices

U.S. sugar prices rose about 0.6 cent a pound dur-
ing the first half of 1941. In an effort to half this rise,
sugar consumption requirements under the Sugar Act
were frequently adjusted upward, permitting the mar-
keting of increased quantities of sugar. However, it
gradually became apparent that the increased supplies
would not be sufficient to stop the rise in price
because of the great expansion in demand. Con-
sequently, in mid-August the Office of Price Adminis-
tration placed a ceiling on sugar prices of 3.50 cents
per pound of duty-paid raw sugar, New York basis.
This ceiling was maintained until January 1942 when
it was raised to 3.73 cents per pound. It was raised to
3.75 cents in September 1944, and 4.205 cents in
February 1946.

The first price ceilings on refined and other sugar
for direct consumption, sold by primary distributors,
became effective December 22, 1941. The ceiling on
fine granulated cane sugar refined on the continent
was set at 5.20 cents per pound, f.0.b., U.S. seaboard
refineries nearest (freightwise) to point of delivery.
The beet sugar basis price was set at 5.15 cents per
pound at the seaboard cane refinery nearest {freight-
wise) to point of delivery. These ceilings were later
lifted on January 9, 1942, to 5.45 and 5.40 cents,
respectively. A further increase to 5.60 cents on fine
granulated cane sugar processed by refineries in New



York, New Jersey, Pennsylvania, and Massachusetts
was allowed on March 31, 1942, Deliveries from
these refineries in 1942 were confined to 10 North-
eastern States or smaller areas. On April 13, 1942,
because of a shortage of sugar in the Northeast,
refined granulated beet sugar and offshore refined
cane sugars were moved into the area at 5.60 cents.
Regulations provided that maximum prices should be
reduced by any customary discount for cash or prompt
payment.

The first ceiling on the wholesale price of refined
sugar became effective December 22, 1941. Whole-
salers were allowed to choose between the highest
price charged in either the period October 6 to 11 or
December 1 to 6, 1941, and they could add any
increase in cost since the period chosen. On May 18,
1942, the General Maximum Price Regulation estab-
lished the first ceiling on the retail price of sugar. On
October 15, 1942, both wholesalers and retailers
were given the option of charging either their pre-
vious maximum price or a specified percentage
markup over cost which was uniform for each type of
seller. The markup could be recalculated as often as
costs changed. Wholesalers determined their max-
imum price option under Price Schedule 60 until
May 10, 1943, when this schedule was terminated by
Revised Maximum Price Regulation 237 which made
the markup the mandatory maximum for wholesalers.
Revised Maximum Price Regulation 238 terminated
the option for retailers.

On May 8, 1943, authority was delegated to district
Office of Price Administration offices to establish and
publish community maximum retail dollar-and-cents
prices of sugar. District offices calculated these by

adding the wholesale and retail markups to the bulk-
line price paid by wholesalers in the community. In
communities where such price ceilings were not
established, the other maximum-price regulations
continued to apply. Later it was provided that whole-
salers and large retailers who were not buying from
wholesalers could not recalculate their markup after
August 5, 1943. The same regulation applied to small
retailers after their first purchase following August 5.

There were no significant changes in sugar price
ceilings from the summer of 1943 to VJ Day,
August 14, 1945,

The 1935-39 average wholesale price of refined
sugar in New York was 4.67 cents per pound. From
April 1942 until after VJ Day, this price was 5.49 cen-
ts, an increase of 17.6 percent. For 1944, the whole-
sale price index of all commodities averaged 29.1 per-
cent above the 1935-39 average. The 1944 index for
prices of foods was 32.7 percent above 1935-39; that
for farm products, 62.5 percent; and that for ail prod-
ucts other than farm products and foods, 21.2 per-
cent.

Returns to Growers of
Sugarcane and Beets

The total returns which sugarcane and beet grow-
ers received increased much more during the war
than did the price of sugar. This proved necessary if
production was to be maintained even as well as it
was. The increased returns to growers came largely
from increased subsidy payments by the Government
(table 16). These payments made it possible for con-
sumers to obtain comparatively cheap sugar while
growers’ returns were relatively high.

Table 16—Estimated cost of the sugar programs of the Commodity Credit Corparation, by years,
December 16, 1942, to December 31, 1946

Program 1942 1943 1944 1945 1946 Total 1942-46
---1,000 dollars - - -

Continentaibeet ,......... 244 9,195 23,351 33,606 46,475 112,871
Mainland cane—Louisiana ... 38 2,101 4,279 10,938 13,078 30,434
Mainland cane—Florida --- .- 204 1,925 2,008 4,137
West Coast refiners of

raw cane sugar ,..... PN 529 529
Refiners and importers of

Hawailansugar ......... 1,481 1,481
West Coast refiner program . 1,552 . 1,552
Hawalian raw cane sugar .... 1 4,243 10,500 20,533 35,277
Puerto Rico raw cane sugar 578 2,846 4,362 12,402 23,050 43,238
Puerto Rican direct

consumption sugar ...... 372 260 436 433 1,501
Cubanraw canesugar ...... 15,876 16,116 9,956 25,961 65,129 133,038
Cuban direct consumption

SUGAr o i seneaneennan . 761 840 3,703 8,294 13,598
Dominican and Haitian raw

CAaNe SUGar .....os0ucsss 300 300
Virgin islands’ raw cane sugar 52 156 208
Peruvian raw cane sugar .. 1,511 1,511
Miscellaneous ....ccevreen 800 250 1,050

Total ......cneaennn 18,747 31,691 49,047 101,834 179,406 380,725

Source: Ballinger, Roy A. Sugar During World War I, U.S. Dept. of Agr. Bur.
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Under the Sugar Act of 1937 and similar legis-
lation preceding it, the Government made ‘‘condi-
tional”’ payments to beet and cane producers begin-
ning in 1934. From 1938 through 1941, the base rate
of payments to producers of both beets and cane was
60 cents per 100 pounds of commercially recoverable
raw sugar. These "‘conditional’”’ payments were raised
in 1942 and later years to 80 cents per 100 pounds of
raw sugar. )

Total annual payments through World War |l made
to cane and beet producers under the 1937 Sugar Act
varied from $46 million in 1943 and 1944 to $58 mil-
lion in 1942, Payments in 1947 rose to $62 million.
Abandonment and deficiency payments varied from
about 4 percent of the total in 1942 to nearly 11 per-
cent in 1943. Approximately 43 percent of the total
payments for 1945 were made to sugarbeet produc-
ers, 15 percent to cane growers in the continental
United States, 16 percent to producers in Hawaii, and
26 percent to those in Puerto Rico.

In addition to these payments, the Commodity
Credit Corporation (CCC) subsidized producers and
processors of sugarbeets and sugarcane in various
ways starting in 1942, These subsidies were of two
main types: One consisted of the payment of “excess’
costs resulting from the war; the other of “incentive”
payments to encourage increased production {(67).

Payments of excess costs were mainly for
increased costs of transportation and storage during
the war. For instance, in obtaining sugar from Cuba
and other islands, it was sometimes impractical to
ship the sugar from the customary port. Shipping from
an alternate port almost always increased the
expense in moving the sugar to port. Furthermore,
war conditions sometimes made it necessary to store
sugar longer and in more expensive locations than
would otherwise be required. Ocean freight rates,
including marine insurance, increased greatly during
the war. The “excess” cost of handling sugar in Cuba
and of shipping it to the United States varied from
about $16 million in 1942 to $5 million in 1945. Sim-
ilar excess costs, although smaller because of the
smaller quantities of sugar involved, were incurred in
shipping sugar from Puerto Rico and Hawaii. Some
excess costs were incurred within the continental
United States in moving sugar out of its normal con-
sumption area into areas of temporary deficit, in mov-
ing some Louisiana raw sugar during periods of low
supplies to refineries other than those normally used,
and in moving sugarbeets to distant factories when
the normally used nearby ones were closed because
of a reduced acreage of beets.

In some cases, excess costs were met by reim-
bursing the growers or processors who incurred them.
For sugar owned by the CCC, the excess costs were
paid directly by the Corporation and were not reflec-
ted in the margin between the price paid by the Cor-
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poration and the price it received when selling the
sugar.

To encourage the production of more sugar, incen-
tive payments of 20 cents per 100 pounds of sugar
produced were made in Puerto Rico and Hawaii in
1944. These were increased to 55 cents in 1945,
Incentive payments of 33 cents per ton of cane were
made to producers in Louisiana in 1943. These were
increased to 85 cents in 1944 and $1.60 in 1945,
Incentive payments at the rate of $1.50 a ton were
made to sugarbeet growers in 1943; payments in
1944 and 1945 amounted to $3 a ton.

The price paid for the 1945 crop of Cuban sugar,
$3.10 per 100 pounds, was 45 cents above the price
paid for the three previous crops. As the CCC sold this
sugar to refiners at the same price that it sold the
former crops, the Corporation absorbed a loss of 45
cents per 100 pounds of sugar, in addition to other
costs, mainly transportation. Thus, the effect of the
program was similar to that of the incentive payments
made to domestic producers.

Raw sugar imported into the United States from
Cuba was entered free of duty from May 14, 1944, to
the end of 1947. The CCC, the only importer of this
sugar, continued to sell it to refiners at the same price
as that in effect when the duty was paid. The duty
equivalent which the CCC collected from the sugar
refiners served to partly offset the costs of the various
sugar programs undertaken by the CCC, so far as the
books of the Corporation were concerned. However,
the offset did not affect the final cost to the taxpayers,
since the amount of the duty that would have been
collected as part of the Government revenue equaled
the reduction in the expenses of the Corporation.

Sugar Allocation Among the Allies

Shortly after Pearl Harbor, the United States and
Great Britain established a Combined Food Board to
deal with the allocation of scarce food supplies among
the Allies; Canada joined in 1944, Sugar was one of
the commodities controlled by this Board. From 1944
through 1947, the Board allocated available supplies
of sugar among the member nations and other claim-
ants. In 1942 and 1943, the Board made shipping
recommendations and maintained a close review of
the sugar situation.

The sugar under purview of the Combined Food
Board constituted only about a third of world produc-
tion, but it included most of the exportable surpluses
produced outside of enemy-controlled territory. The
United States purchased nearly all of the sugar pro-
duced in Cuba, and Britain or the United States
bought the crops of Haiti, the Dominican Republic,
and the British West Indies.

In allocating import supplies, the principal problem
was to apportion Cuban supplies, since no single
country was large enough to use all of the exportabie



supply of Cuba. Each nation represented on the Board
was a sizable importer of sugar, and domestic produc-
tion in each nation was consumed within that coun-
try. In prewar years, Britain and Canada imported a
substantial part of the sugar shipped from Haiti, the
Dominican Republic, and the British West Indies. This
arrangement was continued through the war years. In
addition, when shipping was available, Canada
obtained some sugar from Fiji and Australia, and
Britain received shipments from South Africa and
Mauritius. However, each nation, as well as other
claimants, needed sizable quantities of Cuban sugar.

The available supply was allocated each year to
various claimants according to relative need and the
prospective ability of the Allies to deliver the sugar to
various destinations. Shipping difficulties, particularly
in 1942 and 1943, made it impracticable for any
country to obtain as much sugar from Cuba as it might
otherwise have acquired. Other Allies needing sugar
applied to the Combined Food Board for allocations.
So far as practicable, allocations were made on an
annual basis, but frequent revisions were necessary.

The War Shipping Board exercised direct control of
the actual movement of sugar by water throughout the
war. It attempted to do this according to the allo-
cations, but submarine warfare made this difficult and
sometimes impossible. Part of the 1943 Cuban sugar
crop was not harvested because of the fear that it
would be impossible to move all the sugar from the
island or find storage space in Cuba for the part that
could not be shipped. This action resulted in the har-
vesting of considerable amounts of 2-year-old cane in
Cuba in 1944 and contributed materially to the large
crop harvested that year.

Sugar Allocations Within
the United States

After the allocations of the Combined Food Board
had been made, USDA, in cooperation with other
agencies, allocated this country’s supplies to various
claimants. The largest claimants were civilians, vari-
ous branches of the military services, and relief agen-
cies. These allocations were made on a quarterly
basis for a year in advance. They were revised each
quarter and estimates for a new quarter were made.

The allocations were made by obtaining estimates
of needs from the military services and other inter-
ested agencies of the Government. These estimates
were combined into totals which were compared with
estimated available supplies. The actual allocations
necessarily represented some compromise, as there
was almost always an estimated need for more sugar
than was available. The largest adjustments were
usually made in the quantities allotted to civilians,
since civilians always received by far the largest
share of the total. Military requests were seldom
reduced.

The quantity of sugar used by a given claimant in a
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given period sometimes differed substantially from the
allotment for that quarter. In 1944 and the first half of
1945, civilians received substantially more sugar than
had been allotted to them. In 1944, this apparently
amounted to about 775,000 tons or 14 percent more
than the allocations. The military services actually
received nearly 10 percent less sugar than was allo-
cated to them in 1944, However, the deficit in military
takings was much smaller than the surplus takings by
civilians, so the total quantity of sugar distributed in
1944 was about 600,000 tons more than the total
allocations.

No satisfactory method of controlling the distribu-
tion of sugar by refiners and other primary distributors
was adopted until June 12, 1945, when a distribution
order (WFQO 131) was issued. The order specified the
quantity of sugar each primary distributor could deliver
to each of the four classes of users during the period
April to September 1945. The four classes were: War
Food Administration, Government agencies other than
the War Food Administration and the War Shipping
Administration, authorized purchasers, and civilians.
The term “‘authorized purchaser’” was defined as "‘a
person who delivers sugar or any product containing
sugar to a governmental agency, or who obtains sugar
for export under a license issued by the Foreign Eco-
nomic Administration.”

The total quantity of refined sugar which distrib-
utors were permitted to deliver during April to Sep-
tember 1945 was 3,359,815 tons plus 30,676 tons
that mainland cane direct-consumption mills had on
April 1, 1945. Approximately 79 percent of the total
was allotted to civilians, 7 percent to authorized users,
12 percent to Government agencies other than the
War Food Administration, and 2 percent to the War
Food Administration.

There was a strong demand throughout the war for
invert molasses to manufacture industrial alcohol,
chiefly for use in making synthetic rubber. The pro-
duction of synthetic rubber increased greatly because
of the loss of natural rubber supplies from Malaysia.

The principal materials used in making industrial
alcohol during the war were blackstrap molasses,
invert molasses, and various grains. Blackstrap
molasses, a byproduct of sugar production, had been
an important source of industrial alcohol for many
years. Virtually all of the blackstrap molasses pro-
duced during the war was used for this purpose.
Invert molasses is a product made from sugarcane
which contains all the sucrose and other sugars that
would otherwise be made into sugar and blackstrap
molasses. Consequently, when invert molasses is pro-
duced from cane, no sugar is obtained. Iinvert
molasses is a cheaper source of industrial alcohol
than grain, and the manufacturing process is simpler.

All of the invert molasses produced during the war

was made in Cuba. In 1940, Cuba produced invert
molasses equivalent to about 730,000 tons of raw



sugar; in 1941, 1,360,000 tons; in 1942, 690,000
tons; and in 1944, 900,000 tons. No sugarcane was
used for invert molasses in 1943 or 1945. The pro-
duction program for industrial alcohol was largely
determined by agreement between USDA and the
War Production Board.

Sugar Rationing

Immediately following the attack on Pearl Harbor,
the Government was faced with the problem of pre-
venting maldistribution of available supplies of sugar.
To stop panic buying and excessive hoarding, Order
M-55 was issued. This order froze existing stocks of
sugar in the hands of users and prevented deliveries
exceeding 1940 levels. During the first 4 months of
1942, deliveries were limited to 80 percent of cor-
responding 1941 usage for all industries.

Late in April 1942, a formal rationing program was
instituted by the Office of Price Administration. The
first ration period for industrial and institutional users
began May 1 and for individual consumers, May 5 (ta-
bles 17, 18, and 19). The purpose of rationing was to

reduce demand to the indicated supply and to distrib-
ute the supply more equitably. In the original program,
a basic ration of 26 pounds per year was allotted to
individual consumers. This was considered to repres-
ent about half the 1941 individual use. The ration to
institutions was also about 50 percent of 1941 use.
Industries were aillowed 70 percent of 1941 use—the
lowest rate under which it was considered that indus-
tries could operate without causing undue hardship.
Immediately after the beginning of rationing, deliv-
eries of sugar fell sharply to less than half those of
the preceding month. However, actual consumption
probably was greater than deliveries, because of the
excess stock in the hands of jobbers, manufacturers,
and consumers. June deliveries were also less than
the estimated consumption. Offshore arrivals during
May 1942 increased moderately so that total stocks
were brought into better balance with the curtailed -
demand. Although arrivals, particularly from the Car-
ibbean, declined drastically during July and August,
the improved stock position, resulting from the con-
trols over demand, permitted a slight liberalization of
the rationing program. However, available supplies

Table 17—Consumer rationing of sugar in the United States during World War 1|

Number of weight value of Welght value of valid
Ration period valid stamp valld stamp stamp per week
---Pounds - - -
May 5-May 16,1942 . . ... ...... No. 1-Book]1 1 0.583
May 17 -May 30,1942 . .. .. ... .. No, 2-Book1l 1 .500
May 31 -June 13,1942 ... .. ... .. No, 3-Book1l 1 .500
June 14 -June 27,1942 . . . . ... ... No. 4 -Book1 1 .500
June 28 -July9,1942 . . ... ... ... No, 5-Book1 2 500
July 10-Jujy 25,1942 . . . . ...... No. 5and 7 Book 1 M) .818
July 26 - Aug. 22,1942 . . ... ..... No. 6 and 7 Book 1 ) .818
AUg.23-0ct. 31,1942 . .. .. ..... No, 8-Book1 ¢) .500
Nov.1-Dec.15,1942 ., .. ... ... .. No, 9-Book1 3 467
Dec. 16 1942 to Jan. 31,1943 . .. ... No. 10 - Book 1 3 A47
Feb.1-Mar. 15,1943 ... ........ No.11-Book1 3 .A88
Mar. 16 -May 31,1943 . . .. ...... No. 12 - Book 1 5 455
Junel-Aug.15,1943 .. ........ No, 13- Book 1 5 461
AUg.16-0ct. 31,1943 . . ... ... .. No, 14 - Book 1 5 455
Nov. 1, 1943 to Jan. 15,1944 , . . ... No. 29 - Book 4 5 .500
Good indefinitely after Jan. 16* . . . .. No, 30 - Book 4 5 5.461
Good indefinitely after Apr.1 . ..... No, 31 - Book 4 5 5.461
Good indefinitely after June 16 . .., .. No, 32 - Book 4 5 $.461
Good indefinitely afterSept. 1 . . . ... No. 33 - Book 4 5 5 461
Good indefinitely after Nov. 16 ... .. No. 34 - Book 4 5 5.461
Feb.1l-June2,1945 . .......... No, 35 - Book 4 5 .393
May 1-Aug. 31,1945 . .. ........ No. 36 - Book 4 S .285
Notvalidated . . . ... .......... No. 37 - Book 4 - -
Sept.1-Dec. 31,1945 ... ....... No, 38 - Book 4 5 .285
Jan.1-Apr.30,1946 ... ........ No. 39 - Book 4 5 .285
May 1 to Aug, 31 spare stamp 1946 . . . No. 49 - Book 4 5 .285
Sept. 1 - Dec. 31 spare stam 1946 . . . . No. 51 - Book 4 5 §.285
Jan,1to Apr. 30,1947 . ......... No, 53 - Book 4 5 6,285
Apr. 1 to Sept, 30 spare stamp 1947 . . . No. 11 10 ¢)
June 1 to Oct. 31 spare stamp 19477 . . No. 12 10 é)

!stamp No. 5 had a weight value of 2 pounds and was valid from June 28 to July 25, Stamp No. 7 had a weight value of 2 pounds
and was a bonus, valld from July 10 to Aug. 22. ?Stamp No, 6 had a welght value of 2 pounds and was valld from July 26 to Aug.
22, Stamp No, 7 also was valid in this period. Extended to September 30, 1946. * Also, sugarcane and sugarbeet growers were
allowed 25 pounds of sugar produced from their crop for each person in the family, or 25 pounds per acre grown, whichever was less,
Sweight value for period until next stamp became valid, Stamps No. 30, 31, 32, and 33 were canceled as of December 31, 1944 and
No. 34 as of February 28, 1946. S period overlap. ” Rationing for househod and institutional users discontinued on June 12, 1947,

Source: Sugar Rationing Division, Office of Price Administration.
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Table 18--Sugar ration allowances for home canning in the United States during World War |1

Maximum quantity per person
Year Principal reguiations applying
Stamps Application Total
--- Pounds - - -
1942 ., . ...... 0 te ‘e 5 ib. for canning and 1 for jams and preserves,

After May 20, 1 Ib, per 4 qt. of fruit and 1 Ib, per
person for jams and preserves, with no limit on
total amount per person,

1943 . ... ..... 10 15 25 Stamps No, 15 and 16 were valid from May 24 to
Oct. 31. Apptications for the remainder were
accepted until Feb. 28, 1945,

1944 . . . ... ... 5 20 25 Stamp No, 40, book 4, was valid from Feb. 1,
1944 to Feb., 28, 1945. Applications for the
remainder were accepted untll Feb. 28, 1945,

19457 ... ... .. 4] 15 15 Applications accepted until Oct. 31, 1945, the
total not to exceed 120 ib. per family, Only 5 Ib,
per person allowed for canning vegetables and mak-
ing jams, jellies, relishes, catsup, etc,?. ?

1946 . . ... .... 10 0 10 Spare stamp No. 9 valid, March 11 to Oct. 31,
1946. Spare stamp No. 10, valid July 1, to Oct. 31,
1946.

! The Iimit was entirely removed after May 20, 1942, *The maximum was 20 |b, per person from February 23 to May 1, 1945,
This was reduced to 15 Ib. on May 1. ®No local board could Issue more than 70 percent as much sugar for home canning as it issued
between February 29, 1944, and December 9, 1944, except by permission of the regional office, The total for any region was limited
to 70 percent of the previous year. Regional administrators could reallocate quotas between districts and boards,

Source: Sugar Rationing Division, Office of Price Administration.

Table 19—Monthly allotments of sugar for industrial users in the United States during World War 11!

Jams, jellies,
Bakery and Pharmaceu- preserves, Baked beans,
Ration period cereal pro- ticals Others and fruit catsup, and Canned soups
ducts butters chili sauce
Percent of base

1942

May-June.......... ceen 70 70 70 70 70 70

July-Oct. voovvininnnnn 80 80 80 80 80 80

Nov.-Dec. ......... e 70 70 70 70 70 70
1943:

Jan.-July 4 ...l 70, 70 70 70 70 70

Aug.-Oct.” ............. 803 100 80 120 80 80

Nov.-Dec. ........ouv.n. 90 110 20 120 90 90
1944: . s s

Jan.-Mar. 80 100 805 Provisionals F’rovislonals ao‘

Apr.-June 80 100’ 70 Provisional 3 Provisional ] 70}

July-Sept.” . 80 125 80 Provlslonals Provisional5 Provisional 3

9(3‘ct -Dec. ... e 80 125 80 Provisional Provisional Provisional
1945:

Jan.-Mar. ........ienan. 80 125 70, 70’3 Provisionat Provisional ®

Apr.-June ........ e 75 120 65! 7010 Provisional Provisional

July-Dec, .. ........ ..., 60 110 50 50! Provisional Provisional
1946:

Jan-Mar. ..., 60 110 50 4512 Provisional Provisional

Apr.-June ..... Ceeeaaen 70 120 60 55! 2 Provisional Provisional

July-Dec. ...... et 60 120 60 55! Provisional Provisional
1947:

Jan.-Mar. . ....ienenaean 60 120 60 55!2 Provisional} Provisional

Apr.-June N 75 120 75 75': Provisional® Provisional

July-Sept. 19 .. ......... 85 135 85 85! Provisional Provisional

July 28 1947 rationing of lndustnal users continued.

! Not including special allotments. Nonprovisional allowance depended upon the total apount of sugar used in the base period,
while provisional allowance depended upon the amount of specified perishable commodity processed. Specnal allowance was made
for corn sugar and sirup replacement. 3 Additional 20 percent allowed on estimated use of sugar for bread and rolis only.

4 Manufactures of pharamaceuticals (internal use) were permitted to apply for an increase not to exceed 25 percent. ° Provisional use
for canned, bottled, frozen, pickled, or otherwise preserved processed foods was dependent upon the amount of perishable
commodltles processed The use of sugar per unit of product was limited. ° Special allotment granted for production of frozen
sugared egg yolks, May 29 to July 31. 7 Manufactures of pharamaceuticals (internal and external uses) were permitted to apply for an
increase not to exceed 25 percent. App|icat|on for an additional 10 Eercent permitted. Applucatlon for increased allotment
permitted to users who customarily used fresh, frozen, or dried eggs, Allotment for jams, jellies, preserves, fruit butters, and
marmalades based on sugar used in 1944 for production for civitians. ' ! Manufactures of ice cream, ices, sherberts, frozen custards, *
and mixes used for these purposes received 70 percent base use. !?Allotment for jams, jellies, preserves, fruit butters, and
marmalades based on 100 percent of sugar used in 1944 for production for civilians plus 50 percent of sugar used in 1944 for
Government production or the amount of sugar used in 1941, whichever was higher.
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soon declined and rations were reduced. At the end of
1942, actual stocks were not far below the goal set up
under the rationing program.

Arrivals of sugar from the Caribbean gradually
improved during the first part of 1943. This favorable
situation was brought about by the diversion of ship-
ping from other areas, by the operation of a shuttle
service between Cuba and Florida, by increased effi-
ciency in the utilization of shipping facilities, and by a
reduction in the submarine menace.

However, the improvement in shipping early in
1943 was partly offset by a prospective sharp reduc-
tion in domestic beet crop prospects, and rations were
increased only moderately. A home canning program
was adopted under the terms of which consumers
could obtain some additional sugar.

The improved situation in shipping and inland
transportation brought a continued increase in
receipts in 1943, and receipts during July reached the
highest level since mid-1941. The allocation to indus-
trial users was increased, and additional special allot-
ments were authorized. A shortage of deliveries of
corn for processing led to a shortage of corn sugar
and sirup which was partly relieved on July 10, 1943,
by the authorization of a special allotment of sugar to
manufacturers for July and August 1943.

In January 1944, consumers’ ration stamps were
made valid for an indefinite period, rather than
expiring on a certain date. This was done to avoid the
rush of consumers spending their ration stamps
before expiration, regardless of immediate need.

The allotment of sugar to industrial users was con-
tinued on the more liberal basis established in August
1943. In general, the 1944 industrial users’ ration
was 80 percent of the base period. Also, supplemental
allotments above 8O percent were given to certain
industrial users in 1944. The list of such industries
varied from time to time, but it usually included the
manufacturers of breakfast cereals and bakery prod-
ucts, fruit preserves, and drugs and chemicals with
low sugar content. Concerns that were located in
areas that had had substantial increases in population
during the war also were permitted additional sugar.

Sugar supplies were much smaller in 1945 than at
any previous time during the war. Sugar stamps
which had been made valid for an indefinite period
when they were issued at various times during 1944
were canceled at the end of December 1944 to avoid
having them used in 1945 with a consequent further
reduction in supplies available to some consumers.

On February 1, 1945, the consumer ration was
reduced to 0.393 pound a week per person. A further
reduction was made on May 1 to 0.285 pound. These
reductions were made by lengthening the period
between the validation of sugar stamps.

The home canning program for 1945 was set at a
level of 60 percent of the previous year. Sugar for
home canning programs was intended to encourage
as much home canning as possible so that total food

supplies might be increased. This program suffered
greatly from lack of effective controls. In 1943 and
1944, some sugar for home canning could be
obtained by anyone in exchange for a special ration
stamp. No evidence that the sugar so obtained was to
be used for home canning was required, and no
record was kept to show who used such stamps.
Additional sugar for home canning could be obtained
by presenting a written application to the local ration
board. Persons who got sugar through these applica-
tions were required to declare their intention of using
the sugar for home canning, but no attempt was made
to learn if the sugar was actually so used.

The greatest difficulty with the home canning pro-
gram occurred in 1944, Sugar was somewhat more
plentiful that year than in either of the 2 previous
years, and much more so than in 1945, In contrast,
supplies of fruits and vegetables were comparatively

- short. Under the circumstances, allocations of sugar

47

for home canning were comparatively liberal and peo-
ple were able to obtain practically all of the sugar
called for by their special ration stamps and approved
applications. Local ration boards were apparently very
liberal in approving applications. As a result, the
issuance of sugar for home canning in 1944 totaled
about 50 percent more than the quantity originally
allocated for that purpose. There is no way of learning
accurately how much sugar was actually used for
home canning, but estimates of the extent of home
canning actually done would indicate that a large pro-
portion of the sugar issued for home canning that
year was used for other purposes. Basic allotments to
industrial users were further reduced to 50 percent of
their base during the third quarter of 1945. Manu-
facturers of bread, bakery products, and cereals were
allotted 60 percent of their base use and pharma-
ceuticals, 110 percent for this period. These were the
lowest ration levels yet established. Third-quarter
ration levels for industrial users, individual consumers,
and institutional users were continued nearly
unchanged for the fourth quarter of 1945 and the first
quarter of 1946.

Individual sugar rations during 1946 and early in
1947 continued at the rate established in mid-1945.
Two stamps for home canning sugar were issued in
1946. Each was for 10 pounds of sugar, a slight
increase over 1945. Sugar allocations to industrial
producers of bakery and cereal products were at 60
percent of the base amount, except during the second
quarter when allocations were raised to 70 percent.
The 60-percent amount was the lowest at any time
during the rationing period. In general, allocations to
other industrial users followed the same pattern,
although at different levels.

One reason for the severe shortage of sugar in
1946 was the need to provide some sugar for the
inhabitants of the recently liberated areas in Western
Europe. These areas were not yet able to produce beet
sugar in anything like the prewar quantity, and mil-



itary success for a time increased the demand on the
sugar prorated by the Combined Food Board.

Sugar continued in very short supply early in 1947,
However, it soon became apparent that the 1947
Cuban sugar crop, harvested during the first half of
the year, would be much larger than the preceding
crops; and the supply situation eased rather rapidly.
The 1947 Cuban crop established a new record of
6,448,000 tons. This was 44 percent or 2 million tons
above the 1946 output. This large increase in sugar
supplies enabled rationing allowances for all types of
users to be raised at the start of the second quarter of
1947 and then discontinued by steps. Rationing for
consumers and institutional users ceased on June 12,
1947, and for industrial users, on July 28. Inventory
controls were continued until August 30, 1947.

The passage of the Sugar Control Extension Act in
March 1947 transferred the Sugar Control Program
from the Office of Price Administration to USDA. This
act provided for the extension of rationing and price
control to October 31, 1947, if the Secretary of Agri-
culture thought this desirable. Controls were ended
before that date.

Government Purchases of
Sugar and Molasses

The necessary central control of shipment of sugar
and molasses from offshore areas was obtained by
Government purchase of substantially all the produc-
tion in Cuba and Puerto Rico and by control of ship-
ments from Hawaii during the war years (65). The
Government took title to the sugar and molasses in
Cuba and Puerto Rico, shipped them to this country,
and resold them to refiners and dealers. Until 1945,
the purchase and sale prices were so arranged that
the Government obtained the customary peacetime
margin. The price paid for Cuban sugar in 1945 was
raised 0.55 cent per pound. But prices to U.S. dealers
were not changed, and the Government absorbed the
resulting loss. The 1946 and 1947 crops were also
purchased with some additional price increase.

The Government did not purchase the sugar
shipped from Hawaii to the continental United States.
Practically all of this sugar was delivered to two
refineries located in the San Francisco area. This and
other factors simplified the problem of moving Hawai-
ian sugar compared with that from other offshore
areas. However, the shipping of sugar from Hawaii
was under the control of the War Shipping Adminis-
tration and the physical handling of the sugar was
arranged in much the same way as for Cuban and
Puerto Rican sugar.

Purchases from Cuba

The U.S. Government purchased the entire crops of
sugar and molasses produced in Cuba from 1942
through 1947. The first Government contract for the
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purchase of Cuban sugar, between the Defense Sup-
plies Corporation and the Cuban Sugar Stabilization
Institute, became effective January 28, 1942. This
contract covered the sale of invert molasses, black-
strap molasses, and sugar produced from the 1942
crop.

That crop was purchased for 2.65 cents a pound,
96 degree polarization, delivered f.o.b., Cuba, at nor-
mal shipping ports. Excess costs caused by shipping
from abnormal ports because of wartime shipping
conditions were borne by the U.S. Government. The
contract provided that one-third of the crop was to be
delivered in the form of invert molasses, but this was
later reduced to the quantity equivalent to approxi-
mately 700,000 short tons of raw sugar. The invert
molasses, plus the blackstrap molasses obtained as a
byproduct in manufacturing sugar, was bought for 2.6
cents a pound of sugar content.

The 1943 Cuban crop of raw sugar was purchased
by the CCC. The price was the same as for the pre-
vious year’'s crop. Price stabilization agreements for
products imported by Cuba from the United States
were reached at the same time. The CCC also bought
the 1944 crop of Cuban sugar (except 200,000 tons
for local consumption) at 2.65 cents per pound.

The CCC purchased the 1945 crop of Cuban sugar
from the Cuban Sugar Stabilization Institute at a mini-
mum price of 3.10 cents per pound but with an esca-
lator clause. It provided that the minimum price was
to be increased by the amount of any increase in the
ceiling price of raw sugar in the United States, c.i.f.,
New York City, duty paid, above the sum of 4.20 cents
per pound and any ocean freight charge absorbed by
CCC above the basic rate of 0.34 cent per pound. The
minimum price was also to be increased if, in any
qguarter of 1945, the U.S. cost-of-living index was
more than 4 percent above the index for the last quar-
ter of 1944. The percentage increase in price for each
quarter for which there was an increase was to equal
the percentage increase in the cost of living for one-
fourth of the raw sugar purchased; in no event was
the price to exceed 2.65 cents a pound plus the
amount paid as price support by the CCC to U.S. Car-
ibbean possesions. The increase in the total amount
of money paid as a result of an increase in the cost of
living was not to be more than the excess of such
increase over any increase resulting from a rise in the
ceiling price or ocean freight rates.

The last wartime purchase of Cuban sugar crops by
the CCC covered the crop years 1946 and 1947,
Negotiations for the purchase were protracted, and
the contract was not signed until July 16, 1946. A
considerable amount of the 1946 crop of Cuban sugar
was shipped to the United States before the contract
was signed, and as agreed, was later paid for in
accordance with the terms of the final contract.

One problem encountered in negotiating the 1946-
47 crops contract, which had not been an important



element in earlier contracts, was the Cubans’ desire
to obtain some guarantee with respect to future treat-
ment of Cuban sugar by the United States, particularly
with reference to quotas. The Cubans feared that new
U.S. sugar quota legislation might reduce the share of
Cuban sugar in the U.S. market in favor of either the
domestic areas or the Philippines. The individuals
negotiating for the United States had no authority to
make any commitment with respect to future U.S.
sugar quotas. Finally, a clause was included in the
contract giving Cuba the right to cancel the contract,
with respect to sugar not yet delivered, if the United
States should take any action regarding its future quo-
tas which Cuba might regard as detrimental to its
interests.

Decisions concerning price also delayed completion
of the negotiations. The 1942, 1943, and 1944 Cuban
crops had each been purchased for $2.65 per 100
pounds, raw value, free alongside ship at Cuban ports.
The price for the 1945 crop was raised to $3.10 per
100 pounds. The Cubans desired a further price
increase for the 1946 and 1947 crops. The basic
minimum price finally agreed upon was $3.675 per
100 pounds. However, this price was to be increased
under certain circumstances. The most important of
these provided for increases from the base price by
(1) the amount of any increase in the U.S. ceiling
price of raw sugar above 4.775 cents per pound,
(2) any amount by which the ocean freight from one
port northside of Cuba to New York should exceed
0.34 cent per pound, (3) increases in living costs, and
(4) any increase in the price of raw sugar purchased
from Puerto Rico.

With these escalator clauses, the average price the
United States paid for 1946 crop Cuban sugar was
$4.816 per 100 pounds. The 1947 crop cost $4.9625.
By the time 1947 crop deliveries were completed, the
United States had terminated its sugar rationing and
price control programs.

The molasses purchased from Cuba during these
years was used in the United States to produce alco-
hol. The Cubans retained enough molasses to keep
the alcohol plants in their country in operation and
then sold the alcohol to the United States.

The Defense Supplies Corporation purchased the
exportable blackstrap molasses produced from the
1942, 1943, and 1944 Cuban sugar crops. It also
bought invert molasses made from the 1944 crop,
equivalent to 900,000 short tons of raw sugar. The
price paid for both invert and blackstrap molasses
delivered at Cuban port terminals in 1943 and 1944
was 2.50 cents a pound of sugar content. However,
the price of blackstrap was subject to a deduction of 2
cents a gallon for molasses containing 52 percent
sugar, with a scale of premiums and discounts for
sugar content greater or less than 52 percent.

The Defense Supplies Corporation bought alcohol
produced in Cuba from the 1944 and 1945 sugar
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crops. The price paid was 65 cents per gallon for 190-
proof alcohol delivered at Cuban ports. The purchase
of alcohol from Cuba was arranged to permit the use
of alcohol plants in Cuba rather than importing the
entire supply of molasses into this country for manu-
facture into alcohol.

The CCC purchased the available molasses and
alcohol from the 1946 and 1947 Cuban sugar crops.
The basic price was 2.50 cents per pound of sugar
content at Cuban port terminals. The Corporation also
purchased the industrial alcohol produced in Cuba
from the 1946 and 1947 sugar crops. Because of the
larger than expected size of the 1947 sugar crop in
Cuba, the quantity of molasses obtained from Cuba
was larger than expected. Also, the end of hostilities
reduced the need for alcohol for war purposes, and
molasses supplies in the United States became rela-
tively abundant.

Purchases from Puerto Rico,
Dominican Republic, and Haiti

The CCC purchased the 1943-47 sugar crops of
Puerto Rico from individual sugar producers. The
prices paid were comparable to those paid for Cuban
sugar but higher by the amount of the U.S. tariff on
sugar from Cuba. In addition, cane growers in Puerto
Rico received certain additional payments; these
amounted to 20 cents per 100 pounds of sugar in
1944. The purchases generally covered the entire
crop, except sugar used for local consumption and
sugar sold before the effective date of the first con-
tract.

The minimum price for the 1945 Puerto Rican crop
was 3.46 cents per pound for raw sugar delivered at
shipside, the same as in the 2 previous years; in addi-
tion to the purchase price, each seller received a sup-
port payment of 0.55 cent per pound of raw sugar.
Cane growers received 0.45 cent of this amount, and
mills, 0.10 cent. The price of the sugar was to be
increased by 35 percent of any increase in the ceiling
price for raw sugar, c.i.f., New York, over 4.11 cents
per pound up to 4.51 cents per pound, and 100 per-
cent of any increase above 4.51 cents. The processors
were to share in any increase in market proceeds only
if the price rise was sufficient to eliminate the CCC
support payment to the mills.

The 1943 and 1944 sugar crops of the Dominican
Republic and Haiti were purchased by the CCC. The
basic price paid in both countries was 2.65 cents per
pound for sugar polarizing 96 degrees. However,
sugar shipped to the United States was priced at
2.425 cents per pound, because of the tariff differ-
ential. Ordinarily, only small quantities of sugar from
these countries are shipped to the United States, and
very little of the 1943 or 1944 crops was sent here.
Purchases of Dominican and Haitian sugar for 1945
and 1946 were made by Britain.



Effects of the Sugar Program

No attempt has been made to measure statistically
the various effects of the Government's sugar pro-
gram. Accurate measurements would be difficult or
impossible for many parts of the program, but it is
possible to determine the general nature and direction
of the effects of many of the Government’s actions.

During most of the war period, price ceilings on
sugar kept the prices paid by consumers much lower
than they would have been without price control. This
was particularly true in 1946 when the quantity of
sugar available to civilians reached its lowest level.

Market prices of sugarcane and sugarbeets, based
on the ceiling price of sugar, were insufficient to
maintain production of these crops by farmers. As a
result, sizable payments were made to producers to
encourage production. This method of increasing
returns to growers left the margins between raw
material costs and sugar prices at comparatively low
levels for both cane and beet sugar mills. Sugar mills
buy their cane or beets on contract at prices that vary
with the price of sugar but that provide a widening
margin for the mills as prices for sugar advance. Ceil-
ing prices prevented these margins from widening as
much as mill costs increased; therefore, it became
necessary for the Government to make subsidy pay-
ments to processors.

The net effect of low sugar prices and high sub-
sidies, compared with what might have happened
with higher prices and lower subsidies, is difficult to
ascertain. Consumers with low incomes surely bene-
fited from the policy, but those with higher incomes
doubtless paid more in higher taxes (to provide for the
subsidy payments) than they saved from low prices for
sugar.

Price ceilings kept consumer prices for sugar sub-
stantially lower than could otherwise have been
expected and made rationing necessary so that sup-
plies could be distributed fairly. In fact, sugar was the
first food to be rationed during the war and the only
food still rationed during 1946.

The primary problem in rationing was to obtain
reasonable equity between consumers without making
the rationing system unduly complicated. Any system
of rationing necessarily involves some compromise
between equity and administrative feasibility. The
sugar and related rationing programs were neces-
sarily complicated. They involved first the division of
supplies between the United States and other count-
ries, then the division among the military services, the
United Nations Relief and Rehabilitation Adminis-
tration, and other special claimants, and finally among
civilian consumers in this country.

No exact method of determining equitable allot-
ments of sugar between even the major groups of
claimants was developed. During most of the war,
requests from the military services and many of the
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other special claimants were largely met. Thus, civil-
ian claimants had, in effect, the lowest priority, and
the quantity left for them was mainly a residual.
Therefore, civilian supplies varied more widely from
time to time than would otherwise have been the
case.

The division of supplies among civilians involved
programs for households, industrial uses, institutional
uses, and home canning. Rations for households
always provided uniform quantities per person, the
quantity varying from time to time with the available
supplies of sugar. A uniform ration for each individual
was doubtless necessary for administrative reasons,
but equality in this case did not result in equity. For
instance, families accustomed to doing most or all of
their own baking were more severely limited by the
ration than were those who bought their baked goods.
Persons who ate some of their meals at restaurants
obtained more sugar than others, because individual
rations were not reduced unless more than one-third
of their meals were taken away from home.

Industrial users were rationed on the basis of the
quantity of sugar each company had used in the base
period, but the percentage of base use allotted to dif-
ferent industries varied considerably according to the
apparent need for the products of each industry. Such
an arrangement was obviously in the public interest,
since the products of some industries were more
essential than those of others. However, the pro-
cedure resulted in more severe restrictions on the vol-
ume of business and possible profits in some indus-
tries than in others.

The purchase of sugar by the U.S. Government
from Cuba and Puerto Rico involved protracted nego-
tiations each year, particularly with Cuba. Price was
the most important issue. Dissatisfaction with price
and subsidy payments for Puerto Rican sugar led to a
strike in the mills early in 1945,

Difficulties such as these appear to have been
more or less inevitable because of conflicting desires
(1) of the Government to provide cheap sugar for con-
sumers and (2) of growers to obtain increased returns.
Except for the strike in Puerto Rico, there is no reason
to think that these difficulties caused any decrease in
the production of sugar. There is no way of measuring
accurately the effect of the strike on Puerto Rican pro-
duction, but it is generally believed to have been
small. If producers in Cuba and other areas had
received larger returns per pound of sugar, they might
have produced more, but this is uncertain, in view of
abnormal wartime conditions.

Despite the difficulties involved, it seems certain
that the benefit from the various Government sugar
programs greatly outweighed any harm they caused.
These programs were, of course, merely a small part
of the Government's attempt to control prices and dis-
tribute goods equitably.



Nonsugar Sweeteners During
World War |l

The shortage of sugar during World War Il pre-
sented producers of other sweeteners with an oppor-
tunity to increase their sales whenever they could
produce the additional quantities needed. Producers of
corn sweeteners (dextrose and corn sirup) were more
successful in taking advantage of the situation than
were those producing other caloric sweeteners (table
20). A marked increase in the consumption of corn
sweeteners occurred despite the shortage of corn at
various times during the war.

The consumption of maple sirup declined about as
much as that of sugar during the war. The production-
of maple sirup required considerable labor, which was
scarce. Yields of maple sap also vary widely from sea-
son to season, largely because of the influence of the
weather. This caused a sharp reduction in supplies in
1944 and 1945.

Sales of sorgo sirup and honey increased only
modestly during the war. And those for sorgo sirup
declined considerably as soon as sugar was again in
abundant supply.

The sharp rise and later decline in the consumption
of “‘other” sirup was caused by the nature of the regu-
lations covering the marketing of sugar and the ability
of operators of raw sugar mills to change part or all
their output to cane sirup and edible molasses. Gov-
ernment price controls during much of the war were

such that the sugar in cane sirup and edible molasses
could be sold for higher prices in these products than
if it were manufactured into raw or refined sugar.
Rationing did not apply to cane sirup or edible
molasses. Consequently, the owner of a cane sugar
mill, instead of trying to obtain the maximum quantity
of raw sugar from the cane ground, preferred to pro-
duce increased quantities of sirup and molasses.

The situation became one of concern to the Gov-
ernment, but no effective action to correct it, except in
certain extreme cases, had been taken when rationing
and price controls were terminated. The output of
these products in the United States dropped rapidly
when the shortage of sugar ended. Molasses pro-
duced from sugarbeets is not edible, and there was no
increase in the production of beet molasses during the
war.

While statistics are not available, there is some
indirect evidence that the consumption of saccharin
also increased during World War Il. Saccharin
appeared much more frequently than before on tables
in restaurants and other eating places, sometimes
when no sugar was offered to customers, and reports
of its increased use by industrial food processors were
fairly common.

Postwar Recovery

When World War |l ended, world supplies of sugar
were at their lowest level since the outbreak of the

Table 20—U.S, consumption of sugar and other caloric sweeteners, 1939-49

Sirups
Year Sugar Dextrose Honey
corn Maple Sorgo Other!
---1,000 tons - - - , ---1,000 gallons - - -
1939 ...vcennnns 6,860 223 93,022 2,756 11,407 27,641 15,362
1940 c.ivvvunnnn 7,029 229 92,283 3,021 10,199 32,537 17,456
1941 ....vecnee 8,055 321 103,537 2,209 10,684 23,816 19,283
1942 ... 4,459 381 170,925 3,351 10,568 37,219 16,896
1943 ... cennene 6,332 358 152,580 2,663 13,728 39,119 19,409
1944 .,....... .. 7,186 338 153,647 2,731 11,868 49,212 18,175
1945 ....vehnnve 6,138 331 155,350 1,103 11,649 50,114 21,624
1946 .iveennnns 5,660 321 152,584 1,530 9,850 58,539 19,874
1947 ...iieivnnnn 7,466 383 164,577 2,506 11,934 47,218 21,079
1948 ... .ci0nenen 7,295 352 110,398 1,890 9,845 30,198 17,366
1949 .. ... 7,493 362 116,757 1,989 7,665 28,752 20,037
Percent of 1939-49 average

1939 teviennnasns 93.8 86.4 96.6 103.5 106.0 98.7 88.5
1940 ...ivnaenas 96.1 88.8 95.8 113.5 94.8 116.2 100.5
1941 .. ..vieenne 110.1 124.4 107.5 83.0 99.3 85.1 1111
1942 .. iveenonn 74.6 147.7 177.5 125.9 98.2 132.9 97.3
1943 ... ieennns 86.6 138.8 158.5 100.0 127.5 139.7 111.8
1944 ., . inenn 98.2 131.0 159.6 102.6 110.3 175.8 104.7
1945 . ...e0eanns 83.9 128.3 161.4 41.4 108.2 179.0 124.5
1946 ....vvveeen 77.4 1244 158.5 57.5 91.5 209.1 114.4
1947 .ivieeenen 102.1 148.4 170.9 94.1 110.9 168.6 121.4
1948 ... veeannes 99,7 136.4 114.7 71.0 91.5 107.9 100.0
1949 ...ivevanen 102.4 140.3 121.3 74.7 71.2 102.7 115.4

! Includes can sugar sirups, refiners' sirup, and edible molasses.

Source: The World Sugar Situation, 1951, U.S. Dept. of Agr,
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war. Sugar rations in the United States were the
smallest since the start of rationing. The shortage
was largely the result of the loss of production from
the Philippines and Java, and the reduced production
of sugarbeets in the United States and Europe. More-
over, the Cuban sugar crop in 1944 was unusually
small.

Not until 1948 did world sugar production return to

the level of 1939, although there were increases in
1946 and 1947. The restoration of cane and beet
fields in war-devastated areas and the repairs of dam-
aged milling equipment were somewhat slow becuase
of disorganized conditions in many parts of the world.
World production had to exceed world consumption
for several years before stocks of sugar increased to a
point where normal trade conditions prevailed.

U.S. SUGAR QUOTAS AFTER 1947

The abundant supplies of sugar, mostly from Cuba,
which became available to U.S. consumers by mid-
1947 made possible the abandonment of sugar con-
trols, of which the last to disappear was that on the
purchase and delivery of the 1947 Cuban sugar crop.
The approach of the end of wartime controls created
great interest, particularly among domestic sugar pro-
ducers, in amending and extending the sugar quota
law. The 1937 act, still in effect, although its quota
provisions had been suspended since April 1942,
would terminate December 31, 1947, unless amend-
ed.

The Sugar Act of 1948

In the summer of 1947, Congress passed new
sugar quota legislation, to become effective January 1,
1948 (5). This took the form of a new law, rather than
an amendment to the existing act and was called the
Sugar Act of 1948. Its basic features remained the
same as those of the 1934 and 1937 acts, although
changes in details were more extensive and of greater
economic effect than those contained in the various
amendments to the 1937 act.

When the bill was before the Congress, the Secre-
tary of Agriculture testified that great consideration
had been given the situation in Cuba and its con-
tribution in supplying sugar to the United States and
its Allies during World War ll. He pointed out certain
new provisions which would substantially benefit pro-
ducers of sugar in Cuba. The extent of the benefits
will be examined after discussing the general features
of the act.

Under the new law, the Secretary was still directed
to determine U.S. sugar consumption requirements for
each calendar year and to revise his determination
whenever necessary. However, the guidelines for
determining consumption requirements were changed
by requiring that:

‘*...the Secretary in making any such
determination...shatl take into consid-
eration the relationship between the
prices at wholesale for refined sugar that
would result from such determination and
the general cost of living in the United
States as compared with the relationship

52

between prices at wholesale for refined
sugar and the general cost of living in the
United States obtaining during 1947 prior
to the termination of price control of sugar
as indicated by the Consumer Price Index
as published by the Bureau of Labor Sta-
tistics of the Department of Labor.”

The Consumer Price Index (CPI) for January-Octo-
ber 1947, the period referred to in the law, was
157.84 (1935-39 = 100). The average wholesale price
of refined sugar during the period was 8.267 cents
per pound. Dividing the wholesale price of refined
sugar by the CPI for the base period yielded the factor
0.052376. This factor multiplied by the wholesale
price of refined sugar for any given period indicated
the price necessary to produce the same ratio
between the price of sugar and the Index as it existed
during the base period.

These calculated prices, compared with the actual
prices of sugar, show that the price of sugar in the
base period was higher relative to the Index than it
had been since before 1935-39 (table 21). The price
of sugar during the base period also proved to be
higher than in any of the following years through
19565. The failure of sugar prices after 1947 to rise as
high as the price calculated by the formula does not
indicate lack of any consideration of the price formula
by the Secretary of Agriculture, since he was required
to consider other factors in determining sugar con-
sumption requirements.

The quotas for domestic areas established by the
Sugar Act of 1948 were stated in terms of tons per
year, instead of percentages of consumption require-
ments which were used in the previous act. The ton-
nages specified in the Sugar Act of 1948 were:

Short tons

Area raw value
Domestic beet sugar 1,800,000
Mainland cane sugar 500,000
Hawaii 1,052,000
Puerto Rico 910,000
Virgin Islands 6,000
Total 4,268,000



Table 21—-Wholesale prices of refined sugar, actual and
calculated from the formula in the Sugar Act of 1948

Calculated Consumer
Average Actual price! price? price index
--- Cents perlb, - -- 1935-39=100

1935-39 ..... 4.76 5.24 100.0
1940........ 4.42 5.25 100.2
1941 ........ 5.02 5.51 105.2
1942 .,..4..4, 5.56 6.10 116.5
1943 ....400 5.60 6.47 123.6
1944 ........ 5.58 6.57 125.5
1945 ........ 5.50 6.72 128.4
1946 ......n s 6.47 7.30 139.3
Base period® .. 8.27 8.27 157.8
Nov. & Dec.

1947 .,...... 8.40 8.69 166.0
1948 ........ 7.76 8.97 172.0
1949 ........ 7.97 8.90 170.0
1950 ........ 8.00 8.97 172.0
1951 ........ 8.38 9.74 186.0
1952 ..... ees 8.62 9.53 181.9
1953 .......0 8.72 9.74 186.0
1954....... 8.72 9.79 187.5
1955 co v . 8.59 9.85 188.1

Wholesale New York. ?Calculated using formula in the
Sugar Act of 1948. 3 January through October, 1947,

In addition, the Philippines received a quota of
952,000 tons of sugar as specified in the Philippine
Trade Act of 1946. This quantity referred to the actual
weight of Philippine sugar as it arrived in the United
States and not to any particular polarization, such as
that specified by the term “‘raw value.” During the
first years this quota was in effect for the Philippines,

countries, 1.36 percent, of this residual.

The quotas for domestic areas were about 11 per-
cent above their annual average marketings during
1935-39 (table 22). However, U.S. sugar consumption
during 1948-52, when the original act was in effect,
was nearly 14 percent above marketings during 1935-

39.
Two features of the 1948 act were highly bene-

ficial to Cuba; one of these also benefited other for-
eign countries. U.S. sugar consumption continued to
increase while these quotas were in effect, and the
entire increase accrued to foreign countries other
than the Philippines. Consumption requirements for
1952 were 7,900,000 tons, making the basic quota
for Cuban sugar 2,621,851 tons and that for other for-
eign countries, 36,149 tons. These were increases of
36 percent over 1948 for both Cuba and other foreign
countries.

Also, the provisions for distributing deficits—the
amounts by which one or more areas failed to fill its
quota in any year—to areas able to fill them were
changed in the 1948 act. The 1937 act provided that
the entire amount of any deficit in the quota for the
Philippines should be prorated to foreign countries
other than Cuba. This provision was changed in the
1948 act so that Cuba received 95 percent and other
countries 5 percent of any deficit in sugar supplies
from the Philippines. Because of wartime destruction,
deficits in sugar supplies from the Philippines were
large for several years. The amounts for the first 5
years were;

. . Years 1,000 tons, raw value
USDA considered it equal to 982,000 short tons, raw
value. This, plus the fixed tonnage quotas for domestic 1948 742
areas, amounted to 5,250,000 tons. 1949 425
The remainder, after domestic and Philippine quo- 1950 450
tas, was divided between Cuba and other foreign 1951 200
countries. Cuba received 98.64 percent and the other 1952 200
Table 22—Marketings of sugar in the continental United States, 1935-47
Domestlc areas
Philip- Other
Yeay Puerto Virgin pines Cuba foreign Total
Beet Mainland Hawali Rico Island countries
---1,000 short tons, raw value - - -
1935 it ienennessonnnncnnnns 1,478 319 927 793 2 917 1,830 11 6,277
1936 i iineeneennneenanns ve...| 1,364 409 1,033 907 4 983 2,102 29 6,833
1937 4 cieiian i veees] 1,245 491 985 896 8 991 2,155 89 6,860
1938 .......... Chereen. veeese| 1,048 449 906 815 4 981 1,941 75 6,619
1939 . v ivevennnrcnnnes e 1,809 587 966 1,126 6 980 1,930 62 7,466
1940 i enrnnonnnnannnns ‘s 1,550 406 941 798 o 981 1,750 17 6,443
1941 . ..o eeneeeaes .| 1,952 411 903 993 5 855 2,700 190 8,009
1942 . iiiivenenssnsnaeanesss| 1,703 407 751 836 0 23 1,796 39 5,555
1943 it iinnennnennen v.e.| 1,524 460 866 642 3 0 2,857 114 6,466
1944 . . ivieiiacnncneennnanae| 1,155 515 802 743 3 0 3,618 106 6,942
1945 . e riaieerenrnerassasss] 1,043 417 740 903 4 0 2,803 87 5,997
1946 ... ieinanirnnnannns eeeo| 1,379 445 633 867 5 0 2,283 46 5,657
1947 tiiiiiennnearensnenasnas| 1,574 383 842 969 3 0 3,943 45 7,759

Source: Sugar Statistics and Related Data, Vol 1, Bul. 293, Agr. Stabil. and Conserv. Serv. U.S. Dept. of Agr.
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Cuba’s share of these deficits over the 5 years
amounted to 1,916,150 tons and that for other count-
ries to 100,850 tons. The amounts assigned to other
foreign countries were greater than they could rea-
sonably have expected under the conditions of 1937
when they were entitled to the entire Philippine defi-
cit. The quota provisions for sugar from Cuba in the
1948 act proved substantially more favorable to
Cuban producers than those of the 1937 act, although
perhaps not so much as the Cubans had hoped for
and requested during the negotiations for the pur-
chase of the 1946 and 1947 Cuban sugar crops.

In addition to deficits in supplies from the Phi-
lippines, there were also deficits in all domestic areas
except Puerto Rico and the Virgin Islands in 1 or more
years during 1948-52. Part of these were assigned to
Cuba. The amount of domestic area deficits generally
decreased from 1948 through 1952.

In 1948, the United States purchased sugar from
Cuba, Peru, and the Netherlands Indies, primarily to
meet food needs in areas occupied after the end of
World War ll. The purchase from Cuba amounted to 1

million short tons of raw sugar, and that from Peru to

37,000 tons. The Netherlands Indies supplies 15,000
long tons of semirefined sugar. In 1949, the United
States and Britain jointly purchased 850,000 short
tons of raw sugar. The U.S. share of the purchases,
slightly more than one-half, was again utilized for
relief feeding in occupied areas. The 1948 and 1949
purchases helped to provide Cuban sugar producers
with sufficient market outlets to justify the continued
production of large crops. A sugar surplus did not
appear until 1952,

Production of sugar in Puerto Rico in 1950, 1951,
and 1952 was larger than the quota for such sugar in
the continental United States plus the local quota for
consumption in Puerto Rico. Part of the excessive
stocks of sugar which appeared in Puerto Rico as a
result of this situation was disposed of by sales to the
Commodity Credit Corporation for distribution under
various Government programs, and part was sold on
the world market. Sales on the world market were
made at prices considerably lower than those pre-
vailing in the United States.

The 1951 Amendments

The Sugar Act of 1948 was amended in 1951,
although the amendments did not become effective
until January 1953, immediately after the terminal
date of the original act (8). The 1951 amendments
were relatively minor. The quota for Puerto Rico was
increased 170,000 tons to 1,080,000 tons, and that
for the Virgin Islands, from 6,000 to 12,000 tons.
Also, the share of foreign countries other than Cuba
and the Philippines in excess of the fixed tonnage
quotas for domestic areas and the Philippines, now
5,418,000 tons, was raised to 4 percent, and that for
Cuba was reduced to 96 peicent. The term for which
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the law was to be effective was extended to Decem-
ber 31, 1956.

The effect of the changes in quotas made in the
1951 amendments with consumption requirements of
8,100,000 tons, the final figure for 1953, was to
reduce the quota for Cuban sugar by 236,520 tons, or
about 8.5 percent below the original 1948 act. The
1953 quota was, however, 11 percent larger than it
would have been under the 1937 act. The quota for
foreign countries other than Cuba and the Philippines
was increased by 68,520 tons, about 77 percent. The
170,000-ton increase for Puerto Rico raised its former
quota by 19 percent, and the small quota for the Vir-
gin Islands was doubled.

The 1956 Amendments

Although the terminal date for the 1951 amend-
ments to the Sugar Act of 1948 was December 31,
1956, most of the amendments enacted in 1956 took
effect on January 1, 1956. The new date for termi-
nation of the law was December 31, 1960.

Changes in quotas for both domestic and foreign
areas were extensive. Quotas for domestic areas
remained unchanged whenever consumption require-
ments were 8,350,000 tons or below. The domestic
areas, however, beginning in 1956 received 55 per-
cent of any increase in consumption requirements
above 8,350,000 tons in place of none as formerly.
This restored the right of the domestic areas to par-
ticipate in the growth of the U.S. sugar market at
approximately the level provided by the 1937 act. The
first 165,000 tons of increased quota for domestic
areas were assigned at 51.5 percent to the sugarbeet
area and 48.5 percent to mainland cane. The next
20,000 and 3,000 tons were assigned to Puerto Rico
and the Virgin Islands, respectively. Any further
increases above the first 188,000 tons were appor-
tioned among all domestic areas on the basis of the
quotas then in effect for each domestic area.

Obviously, this arrangement specified in the act
caused a slight change in the relative size of quotas
for domestic areas. The proportions were:

Consumption requirements of
8,350,000 tons 8,358,000 tons

or below or above
Beet sugar 40.5 40.7
Mainland cane 11.2 12.5
Hawaii 23.7 22.7
Puerto Rico 24.3 22.7
Virgin Islands 3 3

Mainland producers of cane sugar also benefited
from the purchase of 100,000 tons of sugar by the
Commodity Credit Corporation (CCC) for distribution to



underdeveloped nations. Most of this sugar was pur-
chased from producers in the mainland sugarcane
area, and the remainder from producers of beet sugar.
Aside from benefiting consumers in less developed
nations, this purchase reduced the inventories of
sugar in mainland areas to more nearly normal levels
than those of 1953 and 1954 when sugar production
in continental areas exceeded quotas.

The quota for the Philippines was not changed by
the 1956 amendments. Those for foreign countries
other than Cuba and the Philippines were increased,
beginning in 1957, and the shares received by various
countries were rearranged. Since the changes for
these countries did not become effective until 1957,
the 1956 increases for domestic areas had the effect
of reducing their quotas that year. Starting in 1957,
foreign countries other than Cuba and the Philippines
received 4 percent of that part of sugar consumption
requirements between the quotas assigned to the
domestic areas and the Philippines (5,424,000 tons)
and the first 8,350,000 tons of consumption require-
ments plus 15.41 percent of that part of consumption
requirements in excess of 8,350,000 tons. Cuba was
assigned 29.59 percent and the domestic areas 55
percent of consumption requirements in excess of
8,350,000 tons. As a result of these changes, the
quotas for countries other than Cuba and the Phi-
lippines began increasing at a much more rapid rate
than at any time since the quota system was estab-
lished in 1934.

The quota for Cuban sugar, although reduced by
the 1956 amendments, compared to what it would
have been under the previous law, was still larger
than it would have been under the 1937 act.

During 1955-59, U.S. sugar consumption require-
ments increased 1 million tons (table 23). Domestic
sugar producing areas received nearly 58 percent of
this increase, foreign countries other than Cuba and
the Philippines, 16 percent, and Cuba, 26 percent.
Most of the increase in quotas for countries other

than Cuba and the Philippines was assigned to Mex-
ico, the Dominican Republic, and Peru.

Changes in Sugar Quotas, 1960-61

The Sugar Act was amended in July 1960 follow-
ing the Castro Revolution in Cuba in 1959. The effec-
tive term of the law was extended from December 31,
1960, to March 31, 1961. The President was
empowered to determine the size of the Cuban quota
for the balance of 1960 and the first 3 months of
1961. The President, by proclamation on the same
day he signed the law, reduced the Cuban quota for
the remainder of 1960 to zero, exclusive of Cuban
sugar certified for entry into the United States but not
yet entered and a very small quantity needed to cover
possible revisions in the amounts entered.

The amendments also authorized the purchase of
sugar from foreign countries other than Cuba in
amounts sufficient to replace the sugar previously
assigned to Cuba. In 1960, the United States author-
ized the purchase of 1,200,000 tons of sugar for this
purpose. All but about 12,000 tons of this were pur-
chased. The largest amounts were acquired from the
Dominican Republic, Mexico, the Philippines, Peru,
Brazil, the British West Indies, and British Guiana.

The Sugar Act was again amended on March 31,
1961. This time the terminal date of the law was
extended to June 30, 1962. The principal changes
were the substitution of the phrase “any country with
which the United States is not in diplomatic relations’
for the word ““Cuba,”” and a clause directing the
Secretary of Agriculture, in purchasing sugar to
replace supplies formerly obtained from Cuba, to give
special consideration '‘to countries of the Western
Hemisphere and to those countries purchasing United
States agricultural commodities.”

In 1961, 3,117,195 tons of sugar were allotted for
purchase in addition to the guota supplies received
from various areas. The number of countries from

Table 23—Effect of the 1956 amendments to the Sugar Act on quotas
for domestic and foreign areas

Quotas for area supplying sugar
Year
Domestic Phitippines Cuba Other! Total?
---1,000 tons - - -
1955 . .i.iieceninnnn 4,444 977 2,860 119 8,400
1956 . ..ieiiicenenne 4,801 980 3,090 129 9,000
1957 .ottt i e 4,788 a80 2,994 213 8,975
1958 L. iiii i 4912 980 3,060 248 9,200
1959 ..t i iiiiinnaean 5,021 980 3,120 279 9,400

! Forelgn countrles other than Cuba and the Philippines. 2 Consumption requirements,

Source: Sugar Statistics and Related Data, Vol. 1, Bul. 293, Agr. Stabil. and Conserv. Serv., U.S. Dept. of Agr.
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which supplies were purchased was considerably
larger than in 1961. But the largest share of the pur-
chased sugar was still obtained from the countries
which provided the largest amounts in 1960.

Sugar Act Amendments of 1962

Technically, there were 2 amendments in 1962,
but the effect was the same as that of a single
amendment. One became effective on July 13, 1962,
and the other, on July 19, 1962. Since the previous
law terminated on June 30, 1962, there was a period
of 13 days during which no sugar act was in effect,

and sugar could have been imported into the United

States without regard to quota limitations. However,
there were no imports inconsistent with sugar quotas
as established in the 1962 amendments, and the hia-
tus in the law caused no economic problems.

In 1962, for the first time since the Sugar Act of
1948 became law, a significant change was made in
the method of comparing sugar prices with the gen-
eral price level as one of the factors to be considered
by the Secretary of Agriculture in determining sugar
consumption requirements. The new formula called
for a comparison of the relation of the price of raw
sugar to the index of prices paid by farmers during
1957-59 to the relationship likely to be established by
any determination or revision of sugar consumption
requirements. .

In the years following the 1962 change, actual
prices of sugar were much closer to those suggested
by the price formula than was the case with respect
to the earlier price formula in the Sugar Act (table 24).
The year 1963 was an exception; world sugar prices
rose to unusual heights; and part of this rise was
reflected in the New York price of raw sugar, making
it considerably above the price indicated by the Sugar
Act formula. :

Quotas for the various areas supplying the United

Table 24-—-Raw sugar prices: Actual and calculated from formula
in 1962 amendments to the Sugar Act of 1948,
average 1957-59 and years 1960-67

Calculated
Raw sugar price of raw Index of
Year price, duty- sugar, duty- |prices paid by
paid, N.Y. paid, N,Y. farmers’!
--- Cents perlb, - -- 1910-14=100
1957-59 ...... 6.21 6.21 292
1960......... 6.24 6.36 , 299
1961 ......... 6.30 6.40 301
1962 ,..0000ue 6.45 6.53 307
1963 ......... 8.18 6.64 312
1964 ......... 6.90 6.66 313
1965 ......... 6.75 6.83 321
1966 ......... 6.99 7.10 334
1967 .....o.uns 7.28 7.27 342

‘lncluding interest, taxes, and wage rates. Also called the
parity index.
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States with sugar were rearranged in 1962,
increasing the quota for the continental beet and cane
sugar areas, for the Philippines, and for certain other
countries. Under the new arrangement, domestic
areas, whenever consumption requirements were
9,700,000 tons or below, received quotas aggregating
5,810,000 tons. When consumption requirements

were above 9,700,000 tons, they received in addition
65 percent of that part above 9,700,000 tons. Under
the immediately preceding arrangement, quotas for
the domestic areas with consumption requirements of
9,700,000 tons would have totaled 5,186,500 tons.
Also, the participation of the domestic areas was
increased from 55 percent to 65 percent.

The assignment of quotas to the various domestic
areas was also changed in 1962. The entire increase
for domestic areas was allotted, approximately three-
fourths to the beet area and one-fourth to mainland
cane. The quota for Hawaii was fixed at 1,110,000
tons, that for Puerto Rico at 1,140,000, and that for
the Virgin Islands at 15,000 tons. The law, however,
provided that the quota for any offshore domestic area
should be increased if production, less local con-

sumption in the area, should exceed the quota. Small
upward adjustments were made in the quota for
Hawaii under these provisions in certain years, but
none were necessary for Puerto Rico or the Virgin
Islands.

The quota for the Philippines was increased to
1,050,000 tons, the first increase for that country
under the Sugar Act of 1948. The quotas for other for-
eign countries were rearranged. Cuba was assigned a
quota equal to 57.77 percent of the total assigned to
countries other than the Philippines. However, the
law provided that whenever the United States did not
maintain diplomatic relations with any country, the
assigned quota would not be prorated to that country,
and a quantity of sugar equal to that assigned such a
country would be imported from other foreign count-
ries. Since the United States had not maintained
diplomatic relations with Cuba since mid-1960, no
Cuban sugar was imported while the 1962 act was in
effect. The distribution of quotas and nonquota pur-
chases of the quota for Cuban sugar did not differ
greatly from those under the previous Sugar Act.

A new feature in the 1962 act provided that an
import fee should be paid to the United States as a
condition for importing sugar into this country. Begin-
ning with the Sugar Act of 1934, all imported sugar
had been purchased at prices equivalent to those paid
for sugar produced in domestic areas. Since U.S.
sugar prices had, with certain exceptions including
the World War li, been higher than those at which
exporting countries could sell sugar elsewhere, for-
eign countries endeavored to obtain the largest possi-
ble quota for U.S. sugar. In 1959 and the first half of
1960, producers of sugar in Cuba received a quota
premium for sugar sold in the United States which



averaged about 2.29 cents per pound. This amounted
to about $258 million on the 5,638,000 tons of Cuban
sugar sold to the United States during the 18-month
period.

This quota premium for Cuban sugar was paid dur-
ing a period when the policies of the revolutionary
Cuban Government were becoming more and more
objectionable to the United States, culminating in a
break in diplomatic relations and the cessation of
imports of sugar from Cuba. This situation with
respect to Cuba was one of the reasons advanced in
support of some arrangement that would reduce or
remove the quota premium received by producers in
foreign countries for U.S. sugar imports.

The 1962 act imposed an import fee on sugar
imported from any country other than the Philippines
during the last half of 1962, 1963, and 1964. The fee
for quota sugar for 1962 was 10 percent of the excess
of the price for raw sugar produced in domestic areas
over the prevailing price for raw sugar of foreign
countries, adjusted for freight to New York and the
tariff rate accorded the most favored nation. In 1963,
the fee was 20 percent of this excess, and in 1964,
30 percent. The fee for global quota sugar, that is, the
quota withheld from Cuba and assigned for purchase
from other countries, was 100 percent in all years. No
provision was made for quotas from foreign countries
or an import fee on sugar imported from such count-
ries in 1965 and 1966, although other provisions of
the law terminated on December 31, 1966.

The fee provisions had less economic effect than
seemed probable when the law was enacted because
of high world sugar prices during much of 1963 and
1964. U.S. sugar prices were below those in the
world market, and consequently the import fee was
zero. This condition continued from January 1963
through May 1964. Producers in foreign countries, of
course, would have preferred to pay no fee, since
their receipts were reduced by the amount paid.

Another new feature of the 1962 ammendments to
the Sugar Act was the provision for sugarbeet acreage
reserves for new producing localities. The acreage
required to yield 65,000 tons of sugar, raw value, was
to be reserved each year from the total acreage allo-
cated to sugarbeet growers for the use of growers in
new factory areas or to growers in areas served by
the expansion of existing factories. These acreage
reserves remained effective for 3 years, beginning
with the first year each reserve was established. That
is, acreage limitations established for the entire sug-

arbeet area did not affect the acreage in any reserved -

area during the 3-year period.
USDA established nine acreage reserve areas
under this provision of the 1962 law as follows:

Localities served

by new facilities: Acreage Effective year
Mendota, Calif. 19,000 1963
Hereford, Texas 24,730 1964
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Drayton, N. Dak. 31,000 1965
Auburn, N. Y. 29,500 1965
Presque Isle, Maine 33,000 1966
Phoenix, Ariz. 20,000 1966

Localities served by

expanded facilities:

Ottowa, Ohio 2,415 1964
Idaho Falls, Idaho 8,140 1964
Carroliton and

Croswell, Mich. 4,030 1964

Only the acreage reserves in Texas, New York,
Maine, and Arizona were in strictly new producing
areas. The new plants in California and North Dakota
were in areas where some beets had previously been
grown. The total reserved area in all States amounted
to 171,815 acres, almost 14 percent of the total area
planted to sugarbeets in 1966.

The provisions in the 1962 act for sugar quotas for
foreign countries other than the Philippines and for
the application of an import fee on such sugar applied
only to the 3 years, 1962-64, although other pro-
visions of the act did not terminate until the end of
1966. Thus, some amendment to the 1962 act prior to
January 1965 would have seemed desirable if sugar
quota legislation were to continue in effect. However,
the law was not amended until November 1965.

In view of the unusual circumstances, the Secre-
tary of Agriculture in alloting quotas for 1965 to for-
eign countries other than the Philippines, acting
“under general authority included in the Sugar Act,”
based the proration on the quantity of imports from
such countries in 1963 and 1964. Imports in 1963
were given a weight of 1 and those for 1964 a weight
of 2. In view of legal limitations, no import fee was
applied to any 1965 imports.

Sugar Act Amendments of 1965

The 1965 amendments to the Sugar Act became
effective in November 1965 and extended the termi-
nal date of the law to December 31, 1971. The quotas
established earlier by the Secretary of Agriculture for
foreign countries other than the Philippines were
retained for 1965, but a different arrangement was
established for the following years. No provision was
made for a fee on imported sugar. The basic quota for
the Philippines was continued at 1,050,000 tons. In
addition, however, the Philippines were assigned
10.86 percent of the first 700,000 tons of any
increase in consumption requirements above
9,700,000 tons.

The quota for Cuba was set at 50 percent of the
total amount assigned to foreign countries other than
the Philippines. However, the quota was withheld



from Cuba whenever the United States did not main-
tain diplomatic relations with Cuba. The withheld
quantity was prorated pursuant to the statutes among
other foreign countries, except the Philippines.

Quotas for domestic areas when consumption
requirements were between 9,700,000 tons and
10,400,000 tons were:

Short tons

Area raw value
Domestic beet sugar 3,025,000
Mainland cane sugar 1,100,000
Hawaii 1,110,000
Puerto Rico 1,140,000
Virgin Islands 15,000
Total 6,390,000

Domestic areas received 65 percent of any amount
by which consumption requirements for any year
exceeded 10,400,000 tons, and their quotas were
reduced by 65 percent of any amount by which
requirements were below 9,700,000 tons. The
increases or decreases in quotas for domestic areas
were all assigned to the beet and mainland cane
areas in the proportion of their tonnage quotas for
consumption requirements between 9,700,000 and
10,400,000 tons.

The quotas for domestic areas established by the
1965 amendments with consumption requirements of
10,400,000 tons were about 2 percent above what
they would have been at this level of requirements
under the terms of the 1962 amendments. The
relationship among the quotas for individual domestic
areas remained substantially unchanged.

Sugar Act Amendments of 1971

The sugar quota law was again amended in 1971
to cover the period January 1, 1972, through Decem-
ber 31, 1974. Domestic areas were given quotas
totaling 6,910,000 tons per year when consumption
requirements amounted to 11,200,000 tons. These
guotas were increased or decreased by 65 percent of
the amount actual consumption requirements were

above or below 11,200,000 tons. The entire increase

or decrease was given to the mainland cane and
domestic beet areas.

Only minor changes were made in the way quotas
were distributed to foreign countries. The quota for

58

Cuba was again withheld so long as the United States
and Cuba did not maintain diplomatic relations, and
the amount of the quota distributed to other foreign
countries.

The major change in the 1971 amendments con-
cerned the method of estimating annual consumption
requirements. The Secretaty of Agriculture, under the
new provisions, was required to determine and revise
consumption requirements so as to attain the price
objective set forth in the act. This objective was to
maintain the same ratio between the current price of
sugar and the average of the current parity and
wholesale price indexes as existed for the period Sep-
tember 1, 1970, through August 31, 1971.

In order to achieve the annual price objective, the
Secretary of Agriculture was required to adjust con-
sumption requirements whenever actual sugar prices
for 7 consecutive market days were 4 percent or more
above or below the objective. From October 31 to
March 1 of the following year, the maximum allowed
variation was 3 percent. Consumption requirements
could not be reduced after November 30 of any year.

These rigid price provisions proved workable in
1972 and 1973 but not in 1974, World sugar prices
rose to unusual heights in 1974. Prices in the United
States followed at somewhat lower levels. U.S. con-
sumption requirements were increased from 12.0 to
12.5 million tons on January 11, 1974. However, sup-
plies did not reach the United States in sufficient
quantity to prevent further domestic price rises. Prices
also rose in the world market. Efforts to hold down
prices by further increases in the estimate of con-
sumption requirements were abandoned.

In 1974 new sugar legislation was introduced in
the Congress. The Committee on Agriculture of the
House of Representatives reported a sugar quota bill
to the House, but the bill was rejected by the House.
Since the existing law had a terminating date of
December 31, 1974, quotas regulating the U.S. sugar -
industry and the importation of sugar ended on that
date. Sugar quotas in the United States had been in
effect for 41 years, except for a brief hiatus (about 2
weeks) in 1962 and the suspension of the quota pro-
visions of the law during the World War Il period.

Late in 1974 the President proclaimed a sugar
import quota for 1975 of 7 million tons, to cover
imports from all countries. This was substantially
above prospective imports. Its only economic effect
was to prevent the import duty on sugar from rising
about 6.25 cents per 100 pounds for sugar polarizing
96 degrees.



GOVERNMENT REGULATION OF THE SUGAR INDUSTRY BY
COUNTRIES OTHER THAN THE UNITED STATES

Nearly all countries that produce, import, or export
sugar in large quantities have adopted more or less
complex regulatory systems for the industry. For con-
venience, the nations with extensive sugar regulatory
systems may be divided into two groups. One consists
of countries that import sizable quantities of sugar or
apparently would make such importations if their
domestic sugar industries were unprotected or protec-
ted at lower levels. The other group regularly exports
a sizable proportion of its sugar crops. With negligible
exceptions, nations in the first group are large produc-
ers of beet sugar. Countries in the second group pro-
duce mainly cane sugar. A few countries produce siz-
able quantities of sugar from both beets and cane; the
most important of these is the United States, which
greatly altered its protective system when it ceased
operating a quota system in 1974,

In general, countries which have sizable domestic
sugar industries and which also import sugar devel-
oped the most comprehensive systems of control over
production, prices, imports, and exports. Most of the
control systems of exporting countries appear to have
been designed largely to take advantage of, or to miti-
gate, the adverse effects of import controls estab-
lished by importing nations. The following summaries
of the sugar regulatory systems of the more important
sugar producing and trading countries illustrate some

of the complexities and diversities of the systems (53).

Many other countries maintain regulatory systems
over sugar production and trade similar to those
which have been summarized, although with consid-
erable variation in detail. However, the countries
whose control systems have been summarized
accounted for about 40 percent of world sugar produc-
tion, exports and imports, and the United States,
another 20 percent.

Britain

Britain has been a major importer of sugar since
the 16th century when sugar production in the Car-
ibbean and elsewhere in the New World developed.
During this period, British policy toward sugar varied
widely from one of protection to one of free trade. Fol-
lowing World War |, Britain reinstated a protective
system. After World War |l, the system was revised to
extend greater protection to British Dominions and
colonies which produced sugar for export.

Between the two wars, British regulation of trade
in sugar consisted largely of tariff protection for the
domestic beet sugar industry, for cane sugar refiners,
and for producers of raw sugar in various dominions
and colonies. During World War Il, the British Govern-
ment purchased the exportable surplus in all Com-
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monwealth countries at fixed prices. After the war,
negotiations for a sugar agreeement were started, and
the Commonwealth Sugar Agreement (CSA) was
signed in December 1951. The Agreement was
intended to assure a reliable supply of sugar for
Britain, to develop the production of sugar in Com-
monwealth countries, and to provide for the orderly
marketing of sugar.

The CSA as originally signed was between Britain
and Australia, South Africa, the British West Indies,
Mauritius, and Fiji. Later, St. Vincent, British
Honduras, and what was then known as East Africa
joined. South Africa ceased to be a member on
December 31, 1961. A basic feature of the CSA was
the assignment of price quotas to each country’s
quota at a price negotiated each year, which was to
be considered reasonably remunerative to efficient
producers. In addition, each Commonwealth country
was given an overall quota larger than the negotiated
price quota. Sugar equal to the difference between the
two quotas could also be exported to Britain and
receive the benefit of a tariff preferential. These quan-
tities could also be exported to countries granting a
tariff preferential to Commonwealth countries. These
were: Canada, New Zealand, and originally, Rhodesia.
Also, Commonwealth countries were free to export
sugar to nonpreferential markets, although these
could have had some limitations in certain years
under the terms of the International Sugar Agree-
ment (53).

The distribution of sugar exports from Common-
wealth countries in 1962 after South Africa had
ceased to be a member of the CSA was:

Destination 1,000 short tons
tel quel
Britain:
Negotiated price 1,632
Preferential 94
Canada 641
New Zealand 143
United States 401
Other countries 374
Total 3,284

The general method used in determining the
annual negotiated price was specified in the CSA.
This, in summary, provided that the price for ship-
ments of sugar in 1950 of 30 pounds/ 10 shillings/0
pence for sugar polarizing 96 degrees was to be con-
sidered the “basic price.”” A percentage distribution of
costs for the 1950 crop, representing ail costs of pro-
ducing and shipping sugar for export was determined
and accepted as the “basic weighting of costs.” Indi-



ces reflecting changes in wage levels and prices of
supplies and services were reported annually by each
exporting area and weighted according to estimated
quantities from each area and then combined in an
overall index. The negotiated price each year was
then determined by varying the basic price propor-
tionately to the movement of the price index.

Since 1957, the Sugar Board was the agency
which purchased all sugar in the negotiated price quo-
tas of the Commonwealth countries. The Sugar Board
then sold the sugar for the best free market price
obtainable. When the negotiated price was higher
than the free market price, the deficit incurred by the
Board was met by a surcharge levied on all sugar
domestically produced or imported into the country,
including sugar in sugar containing products. If the
free market price was above the negotiated price for
any considerable period, the surplus accruing to the
Sugar Board was disposed of by a ““distribution pay-
ment” whenever a surcharge would otherwise have
been payable.

A substantial quantity of beet sugar was produced
in Britain in addition to supplies obtained from Com-
monwealth and other sources. The British Govern-
ment annually established both the total area in
England to be planted with sugarbeets and the basic
price to be paid for beets, which was subject to vari-
ation for such factors as sucrose content and time of
delivery. The beets were processed in plants owned
and operated by the British Sugar Corporation. This
Corporation was allowed to make a profit equivalent
to a reasonable rate of interest on capital and author-
ized reserves. Any losses incurred by the British
Sugar Corporation were made up by the Sugar Board
out of funds received from the surcharge applicable to
all sugar sold in Britain, and any profit in excess of
the -permitted amounts was to be paid to the Sugar
Board.

Britain joined the European Economic Community
by a gradual process early in the seventies, and the
Commonwealth Sugar Agreement expired at the end
of 1974. The economic effects of these moves are still
in the process of development. Under the terms
agreed to when joining, Britain is allowed to continue
preferential treatment of certain sugar imports from
former British territories. The amounts are somewhat
smaller than formerly, and imports from South Africa
and Australia are not included.

France

France is a major producer of beet sugar; the out-
put ordinarily equals or exceeds consumption. The
French Government controls the quantity of beet
" sugar produced and the price growers receive for bee-
ts. The Government also establishes prices for all
grades of sugar. These prices apply to beet sugar pro-
duced in France and to cane sugar shipped to a
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French port from the overseas departments of
Reunion, Martinique, and Guadeloupe. An equalizing
duty is assessed on sugar imported from the world
market so that its price becomes the same as that for
domestically produced sugar. Most of the cane sugar
shipped to France is exported to former French pos-
sessions.

West Germany

The West German Government establishes quotas
annually for sugar deliveries by individual sugarbeet
processors, refiners, and importers. Sugarbeet pro-
cessors, on the basis of the quotas they receive, con-
tract with growers for the production of sugarbeets.
The processors undertake to purchase all beets grown
in agreed-upon areas. In this manner, the Govern-
ment indirectly controls the production of beet sugar.
The Government also determines the prices of sugar-
beets and of sugar.

Sugar is imported only through the device of public
tenders. Anyone wishing to import sugar after a
tender offer has been announced must offer to sell
the sugar to the Sugar Import Agency at the world
price of sugar. If the agency declines to buy the sugar,
the project is abandoned. If the agency buys the sug-
ar, the importer is required to repurchase it at the
domestic price for sugar. As a result, the importer
obtains sugar at the domestic price, regardless of
whether the world price is above or below the price in
West Germany.

Italy

Sugar prices in Italy are set by the Interministerial
Committee on Prices. These determinations are based
on verified production costs of typical factories. The
price factories pay growers for sugarbeets has also
been regulated by the Government in recent years,
although it was formerly determined by negotiation
between growers and processors.

To prevent sugar production in excess of domestic
consumption needs, attempts were made to limit the
area planted to sugarbeets by agreement between
growers and processors. These efforts were not suc-
cessful, and the Government assumed the regulatory
function.

Sugar imports are licensed by the Government,
which grants licenses only in exceptional cases,
except for sugar imported in bond for reexport in
sugar containing products. In most years, exports of
sugar are negligible, except when world sugar prices
have been above prices in Italy.

Belgium and Luxembourg

With the exception of a few acres of beets grown
in Luxembourg, the region’s entire sugar industry is in
Belgium. Trade in sugar between Belgium and Lux-
embourg is free of customs duties.



Contrary to the situation in most European count-
ries, sugarbeet and sugar production is not subject to
Government control in Belgium. However, a produc-
tion quota based on domestic sugar requirements is
established each year by agreement between the beet
processors and beet growers. The total quota is then
divided among factories and the growers producing
beets for each factory. Sugarbeet prices are also
determined by negotiation between growers and pro-
Cessors.

Sugar imports and exports are controlled by Gov-
ernment license, except for shipments from Belgium
to Luxembourg and the exemption from import duty of
the importation of 6,000 tons of sugar a year from the
Congo (Kinshasa).

The Netherlands

The Government does not directly control the pro-
duction of sugarbeets and beet sugar, but it exerts a
strong indirect influence through its price policy. Both
a guaranteed and an actual ex-factory price is either
paid into or made up from a Government equalization
fund. Under this system, prices for beets and sugar in
the Netherlands have remained relatively stable.

Sugar imports are licensed by the Government.
Licenses for the import of raw sugar for reexport as
refined sugar or in sugar containing products are
granted freely. Imports for domestic consumption are
subject to import duty. Any difference between the
import price plus duty calculated on the price of white
sugar and the domestic ex-factory price is equalized
by a levy or a subsidy.

European Economic Community

Since 1957, the European Economic Community
(EEC) countries of France, West Germany, ltaly,
Belgium-Luxembourg, and the Netherlands have been
in the process of establishing common economic poli-
cies for all industries, including sugar. Great Britain
joined the Community in 1971,

The common policy, based on a variable levy pro-
gram of protection for various commodities, includes
the establishment of target prices, intervention or
support prices, threshold prices, and variable import
levies (32). The target price for sugar is the price for
refined sugar which the EEC considers desirable or in
its best interests. This has been determined to be
prices in eight departments in the north of France, the
area with the largest surplus in the EEC. The arrange-
ment for sugar is unusual, since target prices for most
other commodities are fixed for the area with the
largest deficit, rather than the largest surplus. The
intervention or support price represents the price lev-
el, somewhat below the target price, at which the
authorities would purchase sugar to prevent further
price declines. The threshold price is the target price
less the cost of transportation of sugar from the port
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of importation to the principal deficit supply area
where the target price applies. The variable import
levy is used to raise the price of imported sugar to the
target price or, in the form of a subsidy, to lower it
when the world price is above the target price.

At one time, the plan called for a single target and
other prices for sugar for the entire EEC area. Beet
and sugar production would be subject to uniform reg-
ulation throughout the area. However, this plan was
changed, and a much more complex scheme that pro-
vides quotas for individual EEC countries together
with appropriate price variations among member
countries was adopted. It is expected that the Com-
mon Market regulations concerning sugar will super-
sede the regulations of individual member countries
whenever they conflict.

Soviet Union

Sugar policies in the USSR appear to have under-
gone considerable modification shortly after the death
of Stalin in 1953. During Stalin's regime, some
progress was made in restoring the war-damaged
sugar industry. However, recovery was relatively slow,
and per capita sugar consumption increased only
slightly. Since 1954, production has increased much
more rapidly. During 1950/51 through 1954/55 pro-
duction of sugar in the USSR averaged 3,217,000
metric (3,546,000 short) tons. In crop years 1955/56
through 1959/60, output averaged 5,090,000 metric
(5,611,000 short) tons, an increase of over 50 per-
cent. Since that time, USSR production has continued
to increase, reaching 11,500,000 short tons in 1967-
68.

In addition to greatly increasing domestic produc-
tion, the USSR imported substantial quantities of sug-
ar, particularly from Cuba in 1955, 1956, and 1957. In
these years, USSR imports of sugar were considerably
larger than exports and apparently were largely con-
sumed domestically.

Following the Castro revolution in Cuba, USSR pur-
chases of Cuban sugar increased substantially, pri-
marily for political reasons and as part of the devel-
opment of new economic relations between the two
countries. Exports of sugar from the USSR have also
increased since 1960, indicating that a large part of
their increased imports of sugar are, in effect,
reexported. The Government controls sugar prices,
production, and marketing within the USSR as well as
imports and exports.

Japan

Before World War |l, Japan was nearly self-suf-
ficient in sugar, largely because of production in For-
mosa, which was then a part of the Japanese Empire.
With changed boundaries since World War Il, Japan
has become a major sugar importing nation. In addi-
tion to importing large quantities of sugar, Japan has



encouraged the development of a beet sugar industry
in the northern part of the country and of cane sugar
in some of the southern islands. In 1967, domestic
production equaled about 19 percent of consumption.

Japan has also encouraged the production of non-
sugar sweeteners, both those derived from starch and
also the noncaloric sweeteners, saccharin and
cyclamate. The starch sweeteners, principally in the
form of dextrose, have been manufactured largely
from sweetpotatoes. Data regarding the relative
importance of the starch and noncaloric sweeteners
in total sweetener consumption in Japan are not
available.

India

In 1954, the Indian Government began encour-
aging the increased production of centrifugal sugar
(the ordinary commercial type). There was also some
increase in' the output of a noncentrifugal sugar called
gur, a low-grade sugar used largely in the producing
areas. The chief emphasis, however, was on the
development of the centrifugal sugar industry (35).

The Government controls the prices paid growers
for sugarcane. The distribution of sugar by mills, for
domestic use and export, is controlled by a “release
permit’”’ system. Sugar for export is subsidized by
exemption from certain taxes. Exports are arranged by
a Government agency which has power to obtain suf-
ficient sugar from mill owners to fill export commit-
ments.

Cuba

Prior to 1960, about half of the sugar exported
from Cuba was shipped to the United States, and
Cuban sugar controls were designed mainly to syn-
chronize with the import controls imposed by the
United States. Since 1960, when all sugar properties
in Cuba were nationalized and Cuba definitely joined
the Soviet bloc of nations, the former administrative
organizations have been abolished, and all phases of
the industry have been operated under rigid Govern-
ment control.

Shortly after achieving power in 1959, Castro and
his associates announced their intention of diver-
sifying the agricultural economy of Cuba and reducing
the country’s dependence on sugar. Since then, the
policy appears to have been reversed, and plans were
announced for increasing sugar production in Cuba to
10 million tons by 1970. This was not achieved. The
largest amount of sugar produced in Cuba since
1960/61 was 6,600,000 tons in 1964/65.

Since 1960, the Soviet Union has replaced the
United States as the largest importer of Cuban sugar.
The Soviet Union appears to have paid somewhat
above the world price for most of this sugar, although
complicated systems of payment, including barter,
make any exact comparison impossible.
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Philippines

Practically all the sugar produced in the Philippines
until 1975 was either consumed in that country or
exported to the United States. When the United
States operated under a quota system, an agency of
the Philippine Government called the “"Sugar Quota
Administration’” annually determined quotas for sugar
destined for the United States and other users.

The national quotas were distributed among the
sugar mills, and the allotments for each mill assigned
among the sugarcane growers supplying cane to the
mill. Sugar mills pay growers for their cane on the
basis of a sharing system established by the Govern-
ment. Sugar prices are not controlled, except in emer-
gencies, by the Philippine Government. The export of
sugar is handled by the mills, either individually or in
voluntary groups.

Australia

Most of the sugar produced in Australia is
exported; the largest quantities go to Britain, Canada,
and Japan. The production and marketing of Austra-
lian sugar is closely regulated by the Government of
the State of Queensland, where most of the sugar is
produced. Qutstanding features of the control system
are the assignment of cane production to certain
lands and the establishment of production peaks for
individual mills and farms. A similar system is in
effect in New South Wales where the rest of Austra-
lian sugar production is situated.

All raw sugar produced in Queensland becomes the
property of the Government of Queensland. Sugar
produced in New South Wales is sold to Queensland
and marketed in the same manner as Queensland
sugar. Refined sugar for consumption in Australia is
handled by two refining companies which act as
agents for the Queensland Government. All exports of
Australian sugar are arranged by the Colonial Sugar
Refining Company on behalf of the Government of
Queensland.

Sugar mills receive average prices based on the
net receipts from the sale of sugar in domestic and
foreign markets. These prices apply for all sugar
within the established production peaks for each mill
and farm. Sugar in excess of the assigned peaks is
paid for at lower prices, discouraging the production
of such excess sugar. The Government also regulates
the division of the net receipts between the mills and
growers. The division varies according to the sucrose
content of the cane.

Brazil

Sugar production, marketing, and prices in Brazil
are regulated by the Sugar and Alcohol Institute, a
Federal agency. To provide the Institute with funds to
carry out its various functions, all sugar produced in



Brazil is subject to certain taxes. The Institute fixes
the total quota or size of the crop each year, taking
into account domestic consumption requirements,
probable exports, and desirable inventory levels. The
total quota is divided among individual factories. A
mill is not allowed to grow more than one-half the
cane it processes, and the mill operators contract with
growers for specific quantities of cane for delivery to
the mill.

The distribution of sugar for domestic consumption

is regulated by monthly delivery quotas assigned to
refineries supplying the main consumption areas. All
exports of sugar from Brazil are handled through the
Sugar and Alcohol Institute. The institute guarantees a
uniform price for all sugar exported within the author-
ized production quota. When the export price is lower
than the guaranteed price, the deficit is made up from
the Price Equalization Fund provided for the Institute.
When the export price is higher, the excess is paid
into the fund.

INTERNATIONAL SUGAR AGREEMENTS
AFTER WORLD WAR I

As previously noted, the export quotas established
under the International Sugar Agreement of 1937
became inoperative with the outbreak of war in 1939.
Only the administrative structure established by the
Agreement remained in force.

Shortly after the end of World War ll, discussion
began concerning a new International Agreement.
Such an Agreement was reached in 1953 and
became effective January 1, 1954, It was to remain in
effect for 5 years, but the quota provisions were to be
reviewed at the end of the first 3 years. This review
resulted in the establishment of revised export quotas
for 1957 and 1958. The 1953 Agreement ended
December 31, 1958, and was replaced by the Inter-
national Sugar Agreement of 1958. This Agreement
also covered a 5-year period with provision for review
in the third year of its operation. The Agreement actu-
ally operated in 1959, 1960, and 1961, but the quota
provisions were suspended at the end of 1961
because of a failure to agree on quotas for 1962 and
1963. During 1962-68, only the administrative struc-
ture established by the Agreement remained in exis-
tence. In 1969, a new agreement became effective,
which remained in force until the end of 1973, and
was then extended by protocol.

Principal Features of the 1953 Agreement

The general form of the 1953 Agreement was sim-
ilar to that of the 1937 Agreement which it super-
seded. Exporting countries were assigned basic quotas
for sugar to be exported to the free market. Exports to
the free market were defined as total net exports to
all countries except for specific exemptions. The
exempted trade consisted of all imports into the
United States; USSR imports from Czechoslavakia,
Hungary, and Poland; trade between member
exporting countries and their overseas departments,
territories, or associated States; and certain move-
ments between adjoining territories or islands covered
by the Commonwealth Sugar Agreement of 1951 (63).

The net exports of the member nations in 1954
amounted to 84 percent of total free market exports
that year. The basic export quotas for member nations

for 1954, 1955, and 1956, exclusive of countries
which were members of the Commonwealth Sugar
Agreement and certain other special cases, totaled
4,440,000 metric (4,894,000 short) tons. This was 22
percent more than the basic quotas in the 1937
Agreement. The largest single change consisted of
the increase in Cuba’s quota by 140 percent to
2,480,000 short tons. The gucta for the Netherlands,
including the Netherlands Indies, was reduced
1,157,000 tons to 44,000 short tons. The change in
the Netherlands quota reflected the newly acquired
independence of Indonesia and the fact that Indonesia
was not originally a member of the 1953 Agreement.
The increase for Cuba recognized its increased
importance as an exporter during and immediately

- after World War Il. The next largest change resulted
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from China (Taiwan) becoming a member with a quota
of 661,000 short tons. Peru did not become a member
of the 1953 Agreement until 1958. This had the effect
of reducing the total basic quotas by 540,000 short
tons, compared with later years. Other changes in
basic quotas were relatively minor.

The free market demand for imported sugar in
1954 and 1955 was such that the International Sugar
Council reduced actual quotas to 80 percent of the
basic quotas specified in the Agreement. In mid-1956,
the figure was raised to 100 percent. These changes
were made primarily to keep world or free market
sugar prices within a range of 3.25 to 4.35 cents per
pound. The Council had authority to adjust quotas
within these price limits.

The 1956 Protocol

The review of quotas in the third year of the 1953
Agreement resulted in the adoption of a protocol
revising the quotas and the price provisions of the
Agreement for 1957 and 1958. Basic quotas were
raised about 9 percent for 1957 to 5,324,000 short
tons. Cuba, China (Taiwan), the Dominican Republic,
and the Philippines each received small increases in
their quotas. The total basic quotas for 1958 were fur-
ther increased, chiefly because Peru and Indonesia



became members with quotas of 504,000 and
386,000 short tons, respectively.

The price objective was redefined as 3.15 to 4
cents a pound. The Council’s authority to adjust quo-
tas was limited by certain provisions for automatic
quota adjustments between these levels. Quotas were
suspended whenever the price exceeded 4 cents per
pound. Under this provision, quotas were auto-
matically suspended in January 1957 and were reim-
posed in November when prices declined to below 4
cents. In 1958, the International Sugar Council estab-
lished marketings at 100 percent of basic export ton-
nages.

The 1958 Agreement

The principal new feature in the 1958 Agreement
was that the total basic export quotas were again
adjusted upward, chiefly because Brazil became a
member with a basic quota of 606,000 short tons.
The price provisions of the Agreement were not
changed significantly.

Declining sugar prices in 1959 caused the Council
to reduce permitted marketings to 80 percent of basic
quotas. In 1960, marketings were set at 85 percent of
basic quotas. Prices in 1960 averaged somewhat
above their 1959 level, but they were only slightly
above the minimum price range specified in the
Agreement. Prices remained relatively stable, despite
the termination of U.S. imports from Cuba in mid-year
and the purchase of a large quantity of Cuban sugar
by the USSR. A

Quotas for 1961 were provisionally set at 85 per-
cent. Cuba was authorized, in addition to its 1961
quota, to export the quantity of sugar normally sold to
the United States which might not be marketable
there in 1961. This was estimated at approximately 3
million metric (3,307,000 short) tons. World sugar
prices declined during most of 1961, partly because
the European crop of sugarbeets harvested in the fall
of 1960 was unusually large. A more important rea-
son, however, was that Cuba exported to the free
market a quantity of sugar greatly exceeding that per-
mitted under the International Sugar Agreement.

This action of the Cuban Government (under the
Castro regime all of Cuba’s foreign trade is controlled
by the Government), plus its insistence on a much
larger quota for future years, were major factors caus-
ing the suspension of the quota provisions at the end
of 1961.

The 1968 Agreement

The International Sugar Agreement was revised
and reactivated on January 1, 1969, for a 5-year peri-
od. The price objectives specified in the Agreement
range from 3.25 to 5.25 cents per pound, compared
with 3.25 to 4.35 cents in previous postwar Agree-
ments. Neither the United States nor the European
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Economic Community became members of the new
agreement.

In the 1968 Agreement, the annual quota for sugar
from Cuba was 2,150,000 metric (2,370,000 short)
tons, nearly twice that of any other country. Exports
from Cuba to Communist countries were exempt from
the Cuban quota. The USSR, which imported large
quantities of sugar from Cuba, did not have an export
quota but was permitted to export up to 1,100,000
metric {1,212,530 short) tons to the free market in
1969, with certain possible upward adjustments in
1970 and 1971. These exports were regarded as a
““pass through’* (reexport) of Cuban sugar. Simitar
export restrictions were placed on sugar exported
from certain other Communist countries. These
arrangements provided only an uncertain basis for
limiting the quantity of Cuban sugar finally appearing
in the free market in any year.

The failure of the EEC countries to join the Agree-
ment left them free to export as much sugar as they
wished. Such exports have largely been confined to
years when beet yields were above average. Both the
guota arrangements with Cuba and the Communist
countries and the lack of membership of EEC count-
ries and the United States appear to be weak points
in the 1968 Agreement.

The original Agreement continued through 1973. It
was extended by protocol for the years 1974 and
1975. During much of the time the 1968 Agreement
was in effect, the world price of sugar was unusually
high, making the price provisions relatively unim-
portant except for certain export commitments at pre-
arranged prices. These prices, however, were raised
somewhat during the period the Agreement blanket-
ed.

The International Sugar Organization arranged a
conference which met late in 1975 to consider further
extension of the International Sugar Agreement. The
United States had an observer at this conference, and
a Committee was established to draft an Agreement
for consideration by the conference.

Achievements of International
Sugar Agreements Through 1973

The basic purpose of the International Sugar
Agreements of 1937, 1953, 1958, and 1968 was to
maintain prices for sugar exports to the free market at
what was considered a reasonable level. This was to
be done by controlling the volume of exports to the
market and, if necessary, persuading exporting
nations to keep production in their territories in line
with reasonable export possibilities. Although price
objectives were stated in cents per pound of sugar,
the figures used were pragmatic, based entirely on
what the negotiating parties thought could be
achieved rather than on any underlying principle.
Obviously the most desirable price for an importing



country was not necessarily the same as that for an
exporter. However, exporting countries always had to
weigh the danger of being undersold by exporters
who were not members of the Agreement and
thereby losing part of their market.

The size of the quota to be assigned individual
exporting countries has been the most difficult item
on which exporting countries needed to agree. Some
compromise was always necessary if the aggregate of
the quotas was to be small enough to permit mean-
ingful market controls. Willingness to compromise to
achieve Agreement was, of course, related to the ben-
efits a country thought it might gain from an Agree-
ment. In general, countries whose sugar industry was
of major importance in their domestic economy and
whose exports to the free market constituted a major
outlet for their sugar appeared to have the most to
gain from the International Sugar Agreement.

Throughout 1954-61, Cuba had by far the largest
export quota of any country. Its exports to the free
market during this period ranged from about 36 per-
cent to 51 percent of all free market exports, exclusive
of those under article 16, which were largely con-
trolled by the Commonwealth Sugar Agreement and
which were only loosely a part of the International

Sugar Agreement (table 25). The figures cited also
exclude 1961 when Cuba’s exports greatly exceeded
its quota.

Cuba also had, until mid-1960, a large market in -
the United States which considerably lessened its
dependence on the free market. However, sugar pro-
duction was by far the largest industry in Cuba, and
between one-third and one-half of the Cuban sugar
crop was exported to the free market each year.
Under these circumstances, a stable and remunerative
price was highly important to the Cubans. Apparently
these circumstances were major factors persuading
the Cubans to accept a basic annual quota for the
years 1954, 1955, and 1956 of 2,480,000 short tons,
although their average exports to the free market dur-
ing the 3 previous years had been 2,793,000 tons.

The situation and outcome for Mexico were very
different. Prior to 1954, nearly all the sugar produced
in Mexico was domestically consumed. Exports to the
free market during 1951, 1952, and 1953 averaged
only 20,000 short tons per year, less than 2.5 percent
of production. There was no incentive for Mexico to
join the International Sugar Agreement, unless its
quota was large enough to insure its right to export as
much sugar as it wished in any year. The basic quota

Table 25—Net exports of sugar to the free market under the 1953 and 1958 International Sugar Agreements

1953 Agreement 1956 Protocol 1958 Agreement
Exporting country
1954 1955 1956 1957 1958 1959 1960 1961
---1,000 short tons, raw value - - -
Under Article 14
CUDA i ttienvnnosnonnnassnsnnsacnnns 2,002 2,282 2,845 2,779 2,635 2,221 4,063 7,070
China (Talwan) ......c.0vevensnenennse 582 646 808 942 865 730 998 545
Dominican Republic ........ Pt seraens 552 628 742 802 663 635 743 495
Poland ,.....e0:. eee e ceveeen e 213 170 a5 77 248 247 59 344
Czechoslovakia ...... seeaeeens ceeseaes 268 164 107 110 305 293 212 329
Belgium .....ccnverennenen ceerees ves 37 62 83 15 57 46 0 115
Other ........ e et eeeeeaeaaan 240 258 92 111 668! 1,536 1,412 1,433
Total L oiiieennasonnne seaareen ves 3,894 4,210 4,722 4,836 5,441 5,708 7,487 10,331
Under Articie 16
Australia . ... ...ttt iannnn 718 690 755 860 729 714 869 836
Fijl eevnninenns Seesesesesanteensanes 158 166 143 197 202 202 241 164
Mauritius .. ......... Ceasessee e 538 537 583 638 573 559 353 565
South Africa . ..ivieiiinneseeennnnnss 225 264 203 183 276 270 314 327
Caribbean Area® ........ eeeenne N 1,055 1,043 1,089 1,100 1,056 1,084 1,129 1,009
Total ....veevns eeesrasensa cersees 2,694 2,700 2,773 2,978 2,836 2,829 2,906 2,901
Total participants .......cvvivevenncnene 6,588 6,910 7,495 7,814 8,277 8,537 10,393 13,232
Nonparticipants chesanene veeeriases . 1,305 1,580 841 2,077 1,278 526 570 893
Total free market ............. ceeesenes 7,893 8,490 8,336 9,891 9,555 9,555 10,963 14,215

'Of which Peru shipped 368,000 tons. 2Of which Brazil shipped 657,000 tons, Peru 451,000 tons, and Hungary 64,000 tons.
Sof which, Brazil shipped 828,000 tons, Peru 252,000 tons, and Hungary 117,000 tons, 40Of which France shipped 620,000 tons,
Brazil 498,000 tons, India 144,000 tons, and Hungary 131,000 tons. 5Includes British West Indies, British Guiana, and British

Honduras.

Source: The World Sugar Economy: Structure and Policy. International Sugar Council, 1963. Metric tons have been converted to

short tons,
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for Mexico was 83,000 short tons, more than 4 times
its average exports to the free market in 1951, 1952,
and 1953.

Most member countries received quota treatment
between that of Cuba and Mexico. In each case, how-
ever, the quota treatment resulted from bargaining
and compromise.

Few problems were encountered by the member
countries importing sugar, either in the negotiation of
the Agreements or in their administration. The obli-
gations they assumed were relatively minor. They
undertook to limit their sugar imports from non-
member countries, generally to the proportions of pre-
vious years. Member countries’ subsidies that might
nullify the purpose of the Agreement were subject to
discussion and recommendation by member nations.
The Agreement also provided for studies designed to
assist in the promotion of sugar consumption.

However, importing nations were under no obli-
gation to reduce or control sugar production within
their borders, and no such actions were taken by

importing countries as a result of the International
Sugar Agreement. Importing countries were free to
buy sugar at the lowest price offered by sellers so
long as they did not overimport from nonmember
countries.

In general, it appears that the International Sugar
Agreements through 1973 achieved limited success in
reaching their goals except when the Government of
Cuba, the largest exporter of sugar, was favorably
inclined toward the Agreement and cooperated fully in
helping it to function as intended. When the attitude
of the Cuban Government changed, as it obviously
had by 1961, and Cuba disregarded its obligations,
the Agreement quickly became ineffective. However,
achievements under the Agreement, even in the years
when Cuba was cooperative, were relatively modest.
It is doubtful that world sugar prices, except those of a
temporary and seasonal nature, were increased much.
Greater stability of prices does seem to have been
maintained in certain years, particularly in 1954,
1955, 1972, and 1973.

WORLD SUGAR PRODUCTION AND TRADE

Sugar production appears to have continually
increased in the world since the earliest available
information, But the increase became much more rap-
id, particularly for supplies available to European
countries, after the discovery of America. Comprehen-
sive statistics on world sugar production, however, did
not become available much before the 20th century.
Production in 1900-1901 is estimated to have been
about 13 million tons. By 1939, at the outbreak of
World War Il, it was about 35 million tons. Output
declined to 28 million tons in 1947/48, the last year
of wartime sugar controls by the United States.

During the 27-year period, 1948/49 through
1974/75, world sugar production increased more
than 175 percent to a peak of 88 million tons in
1973/74 (table 26). The increase in output during this
period was 3 to 4 times as great as the increase in
the world’s population, and per capita supplies for the
world increased by 75 percent. This is in marked con-
trast to the per capita rise in world production of all
foods: 3 percent in underdeveloped countries, and 10
percent or less in other countries.

World Sugar Production Since 1948

Since the end of World War Il, sugar production
has increased in every continent but at quite different
rates (table 27). The rate for the world of 2,125,000
tons per year is equal to 3.47 percent of average
world production during the 27-year period. In con-
trast, the annual rate of increase in North America
was only 1.58 percent, and that for Asia was 5.74
percent. The increase in the USSR was much more
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rapid after 1954/55, apparently because of a change
in Government policy. Trends in production in other
areas doubtless have been influenced by changes in
government policy, but in all such cases more than
one government was involved, and shifts in policy did
not occur at the same time or have the same effect
(57).

North America

To understand production trends in North America,
it is helpful to divide the area into importing and
exporting countries and to separate the principal
exporting regions (table 28). Although Cuba was the
largest sugar producer in North America during most
of 1948/49 through 1974/75, Cuban production
showed no tendency to increase but varied erratically
throughout the period. Prior to 1960, the fluctuations
of output were largely the resuit of Cuban efforts to
regulate supplies in accord with the world demand for
Cuban sugar. Early in the period, production was ris-
ing in response to continuing world shortages follow-
ing World War Il and the Korean emergency. The
record 1951/52 crop of nearly 8 million tons, one-
fifth of the world’s total output, was followed by a
sharp drop in world prices. In an effort to halt the
price decline, the Cuban Government segregated part
of the supply for sale over a 5-year period, and it
imposed limitations on output that were well below
production in the immediately preceding years.

After the Castro revolution in 1959, the policy of
the Cuban Government with respect to sugar produc-
tion appears to have been reversed one or more



Table 26—Production of sugar by continents, 1948/49 through 1974/75

North South Western | Eastern World
Year America | America Europe Europe |U,S.S.R. Africa Asla Oceania total!

---1,000 tons, raw value - - -

1948/49 ..,....... ceereseree.a]| 12,152 3,319 4,683 2,881 2,183 1,603 3,373 1,171 31,375
1949/50 ... iiiiiine il | 12,821 3,151 4,737 ° 2,737 2,205 1,610 3,528 1,155 31,944
1950/51 ... .iii it iiiaeeene. .| 13,744 3,587 6,412 3,260 2,400 1,821 3,634 1,131 35,989
1951/52 ,........ rrevesanans .| 15,038 3,777 6,227 3,456 2,700 1,709 4,754 943 38,604
1952/53 .. ... i it ieasaens| 13,052 4,181 5,956 2,503 3,400 1,930 5,279 1,198 37,499
1953/54 ... . iiiiin e | 13,307 4,593 7,637 3,876 3,526 2,063 4,953 1,571 41,525
1954/55 .. ... .. 0 il . .| 13,301 4,993 7,109 3,431 3,025 2,238 5,851 1,592 41,540
1955/56 .......... caretensans 12,941 4,894 7,599 3,521 4,200 2,482 6,379 1,448 43,464
1956/57 . iiiiiiiineerienaensa| 14,451 5,243 7,118 3,025 5,000 2,448 6,894 1,452 45,631
1957/58 .. .ei i wve..| 14,576 5,605 7,514 4,060 5,700 2,710 7,390 1,609 49,164
1958/59 ... c.iieieeicaaaena]| 15,596 6,829 8,852 4,199 6,800 2,794 7,710 1,762 54,542
1959/60 ..... ceeerranene vaes.| 15,805 6,640 7,753 4,096 6,300 2,922 8,700 1,706 53,923
1960/61 .. .vveenurreanenesess| 17,280 6,894 10,607 5,073 6,600 2,520 9,497 1,669 60,050
1961/62 . .v.veereeeceannnowaas| 15,230 6,922 8,432 5,288 7,170 3,124 9,128 1,695 56,989
1962/63 i vierirseavesnnaae] 14,603 6,826 7,805 4,626 6,600 3,365 8,791 2,279 54,895
1963/64 ........ Ceareraannn ..| 16,010 7,120 9,105 4,995 6,475 3,820 10,015 2,242 59,782
1964/65 .t vviiinsiiineaneas| 18,621 7,871 10,635 5,696 11,270 3,917 11,520 2,462 71,992

1965/66 9,431 9,552 5,072 10,700 3,754 12,054 2,526 69,283
1966/67 reeessrsasesannsenn 18,059 8,789 9,786 5,594 10,304 4,824 10,863 2,956 71,175
1967/68 .. ... iiuvevanaeaaaa| 17,002 8,647 10,704 5,609 11,531 4,937 11,450 3,127 73,007
1968/69 ...... . .iiineneneaa| 17,482 8,789 11,005 5,065 10,922 4,860 13,047 3,500 74,671

-
[«
=
QO
’y

1969/70 ......... ceveneeeea 21,876 9,274 11,684 4,846 9,570 5,000 14,611 2,787 79,250
1070/71 o'vuuvevunnnnnaeenas..| 18,872 10,044 11,382 4,439 9,904 4,868 15,108 3,123 77,739
1971/72 voieiennannnn veveo.| 17,270 10,860 13,222 4,786 8,813 5677 13,800 3,391 77,818
1072/73 i iiveieeinnnenanann..| 18,976 11,735 12,579 5,413 8,984 6,002 16,129 3,428 83,247
1973/74 o vieinnnnnnn. s 19,132 13,275 12,964 5,629 10,549 6,123 17,723 3,309 88,704
1974/75 . iuvvennnnreneenen. .| 18,981 13,844 11,712 5,295 8,521 6,296 18,340 3,649 86,637

! May not add due to rounding.

Source: Foreign Agriculture Circular, For, Agr. Serv,, U.S, Dept. of Agr.

Table 27—Increases in sugar production by continents, annual
average, 1948/49 through 1974/75

Average annual increase
Continents in production
1,000 tons Percent!'
North America .............. ... 263 1.58
South America ........... i 405 5.34
West Europe .........c.ciiiienann. 270 2.89
East Europe .........c0eviinnnnnnn 93 2.04
USSR ... ittt iii it i 244 3.42
Africa .o ii i i et i i 181 4.93
2 X1 - 576 5.75
Oceania ......... e e 95 4,19
World .. ...t e s e 2,125 3.47

! percentage of the arithmetic mean.

Source: Derived from Table 26.
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Table 28—Sugar production in North America, 1948/49 through 1974/75

Exporting Countries
Importing North
Year countries’ British and French America
Cuba Mexico West indies? Other
1,000 tons, raw value

1948/49 .. ... i 4,184 5,763 754 748 703 12,152
1949/50 . ... iii i, 4,469 6,127 692 836 697 12,821
1950/51 ... .. ... ... 4,967 6,349 778 869 781 13,744
1951/52 ... i i i 4,493 7,964 807 892 882 15,038
1952/53 ... i i 4,559 5,687 911 981 914 13,052
1963/54 ... .. i 4,868 5,472 960 1,066 941 13,307
1954/55 . ... ... 5,097 5,066 1,041 1,149 948 13,301
1955/56 ... cvi i i 4,720 5,229 870 1,097 1,025 12,941
1956/57 . i ii i 4,751 6,252 1,190 1,134 1,124 14,451
1957/58 ...t 4,572 6,447 1,311 1,074 1,172 14,576
1958/59 ... ih i 5,040 6,574 1,460 1,192 1,330 15,596
1959/60 ......... .t 5,069 6,462 1,731 1,247 1,296 15,805
1960/61 . ... ... iv i inn 5,461 7,459 1,603 1,328 1,429 17,280
1961/62 .......civinn 5,543 5,308 1,647 1,273 1,459 15,230
1962/63 . ... i i i, 5,706 4,211 1,870 1,405 1,411 14,603
1963/64 ..., ..o 6,620 4,400 2,097 1,321 1,572 16,010
1964/65 ... .. i i 6,728 6,600 2,280 1,445 1,568 18,621
1965/66 ..........00uvnn 6,191 4,950 2,320 1,336 1,397 16,194
1966/67 ........ v 6,247 6,200 2,679 1,275 1,658 18,059
1967/68 . ........ ... ..., 6,177 5,500 2,575 1,251 1,499 17,002
1968/69 ........ i 6,516 5,207 2,826 1,162 1,771 17,482
1969/70 .. . v i i 6,312 9,406 2,648 1,164 1,946 21,476
1970/71 . it e 6,288 6,530 2,729 1,125 2,200 18,872
1971/72 . i 6,299 4,837 2,778 1,023 2,333 17,270
1972/73 . i e 6,828 5,787 3,053 964 2,344 18,976
1973/74 . ..o e 6,055 6,393 3,125 1,000 2,559 19,132
1974/75 .. it 6,068 6,063 3,197 953 2,700 18,981

! United States and Canada. %includes British Honduras.

Source: Foreign Agriculture Circular, For. Agr. Serv., U.S. Dept. of Agr.

times. The large crop produced in 1960/61 seems to
have been the result of a determination to harvest all
available cane in Cuba. At the same time, new plant-
ings of cane were neglected, and some mills were
dismantled. Some time before 1964, the Cuban Gov-
ernment changed its policy and announced plans for
expanding sugar production in Cuba. Later, it
announced a production goal of 10 million tons a year
by 1970. This was not achieved.

Production in the French West Indies and in former
British territories in the islands increased in mid-1967
and 1968. After 1967/68, it showed some tendency
to decline irregularly. Production in Mexico muitiplied
about four times between 1948/49 and 1974/75.
Production in other exporting countries in North
America has risen almost as fast as in Mexico.

The other sugar exporting areas of North America
consist of the Dominican Republic, Haiti, and the Cen-
tral American countries, including Panama. Of these,
the Dominican Republic is the largest producer, but
overall production has been increasing most rapidly in
Central America.

The importing areas in North America consist of
Canada and the United States. Production increases,
mostly in the United States from 1948/49 through
1972/73 averaged about 110,000 tons per year,

about 2.5 percent of the average output during the
period. Much of this increase was in beet sugar. But
in the exporting countries, it has all been in cane sug-
ar.

South America

In recent years, Brazil has accounted for more than

- half the sugar produced in South America. In
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1967/68, only three countries in the world, the
United States, Cuba, and the USSR, produced more
sugar than Brazil's crop of 5 million tons. Brazilian
sugar production has been increasing since 1948/49
at a rate considerably more rapid than the average for
South America, but it has been less than the growth
rate in Columbia, Venezuela, Ecuador, and Bolivia.

The production of beet sugar in Chile, which began
in 1953/54, reached 178,000 tons in 1967/68. Chile
and Uruguay are the only countries in South America
that produce beet sugar.

Europe

Since 1953, more sugar has been produced in
Europe, including the USSR, than on any other con-
tinent. All of this production is beet sugar, except for a
small quantity of cane sugar produced in Spain. Most



of the USSR sugar crop is produced in Europe. In most
years, Europe has supplied 80 percent or more of the
world’s beet sugar.

The most rapid increase in European production
until 1975 was in the USSR, followed by the EEC
countries. Production in EEC countries increased
about 180 percent from 1948/49 to 1971/72. Pro-
duction trends in Britain have been similar to those in
the original EEC countries, except that the rate of
increase has been considerably slower.

The largest sugar producer in Eastern Europe is
Poland, followed by Czechoslovakia and East Ger-
many. Sugar output throughout Eastern Europe has
been increasing, although more slowly in Czech-
oslovakia than in other countries in the region. In
most countries in Eastern Europe, production has con-
tinued to increase since 1960, in contrast to output in
Western Europe where growth has been negligible
since 1960.

Asia

india, where sugar production originated, is the
largest producer of both centrifugal and noncentrifugal
sugar in Asia. From 1948/49 to 1960/61, production
of centrifugal sugar in India tripled, a slightly more
rapid rate of increase than that for the rest of the
continent. There have been further increases in output
in India since 1968. India produces more than half the
world’s supply of noncentrifugal sugar. Production of
this sugar, called gur, increased about 50 percent in
the 20 years following World War |l, but this is only
about one-fourth the rate for centrifugal sugar.

Production of sugar in the Philippines, the second
largest producer in Asia, was reduced to zero during
World War |l. Since the war, production has recovered
rapidly and reached a peak of 2,914,000 tons in
1973/74. This is nearly 1 million tons above the
1966/67-1970/71 average.

Other Asian countries where sugar production has
increased rapidly since 1948/49 include Pakistan,
Japan, Turkey, Iran, and Thailand. All of the sugar
produced in Asia is cane sugar, except in Turkey
where only beet sugar is produced and in Iran and
Japan where both cane and beets are grown.
Changes in political boundaries appear to have been a
major factor inducing increased production in Pakistan
and Japan.

Production in Taiwan increased immediately fol-
lowing World War |l, but there has been no upward
trend since 1952/53. Somewhat the same situation
has prevailed in Indonesia where production reached
a peak in 1955/56.

Africa

Sugar producing countries in Africa may be divided
into two groups. One consists of the older producing
countries which had sizable sugar industries prior to

!
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World War ll: South Africa, the United Arab Republic
(Egypt), Mauritius, and Reunion. South Africa is the
largest producer in this group, and Reunion is the
smallest. These four countries provided more than
four-fifths of the sugar produced in Africa in 1948/49
and more than half in 1975/76. South Africa alone
has provided about one-third of the sugar produced in
Africa since 1948/49. ,

Sugar output in the newer producing countries in
Africa has increased annually at about 10.5 percent of
average output during the 27-year period, compared
with 4.0 percent for the four older producing count-
ries. Most of this increase has taken place in former
colonial territories which have achieved independence
since World War Il. In recent years, the largest pro-
ducers in the group have included Mozambique, Uga-
nda, Rhodesia, Swaziland, Malagasy Republic, Tan-
zania, and Kenya. Changes in political status and
boundaries make it difficult to determine accurately
the production of individual countries since 1948/49.
But countries where production has increased the
most rapidly in recent years include Tanzania, Uga-
nda, Malagasy Republic, Rhodesia, and Swaziland.

Oceania

Australia and Fiji are the only sugar producers in
Oceania. About 87 percent of the total is produced in
Australia. In both areas, the increase in production
has been considerably more rapid since 1958/59
than in preceding years.

International Trade in Sugar

Sugar has been an important article of inter-
national trade ever since the earliest establishment of
the cane sugar industry in the the Americas. So long
as sugarcane was the only important source of sugar
in the world, trade, at least between colonies and
their mother countries, was inescapable. Sugarcane
grows only in tropical and subtropical regions, and the
principal commerciai demand for sugar was in Europe
where sugarcane, except to a slight extent in the
extreme southern part, does not grow.

The development of the beet sugar industry in
Europe in the 19th century considerably altered the
directions of trade in sugar. The share of cane sugar
in the total world exports was reduced from 100 per-
cent to about two-thirds. Cane sugar production
declined even more in relative importance from 1880
to 1910 and was generally less than one-half the
world’s total output of sugar.

World sugar exports during 1909-13, prior to the
outbreak of World War |, amounted to about 7.5 mil-
lion tons per year, approximately 40 percent of world
production. During 1935-39, world exports averaged
about 12.5 millilion tons per year, or only 36 percent of
world production.



Sugar exports were slightly below the 1935-39
level during the first few years following World War I,
but they maintained about the same prewar propor-
tion of world production. Exports more than doubled
from 1948 through 1974 (table 29), or nearly 3 per-
cent per year. Exports of sugar from Eastern Hemi-
sphere countries (table 30) increased at a consid-
erably more rapid rate than those from Western
Hemisphere countries, rising from 38 percent of the
world total during 1948 to 49 percent in 1974,

Exports from Western Hemisphere countries,
except Cuba, increased 5.0 percent a year in 1948-74,
compared with 3.7 percent for Eastern Hemisphere
countries. Nearly all Cuban sugar is exported. The fail-
ure of Cuban exports to increase during this period is
attributable to Government price and production poli-
cies.

Neither Brazil nor Mexico was an important
exporter of sugar before World War ll. Since then,
both countries have expanded production faster than
their domestic consumption has risen, making
increased exports possible. Much of this increase has
come since 1960, when the United States ceased to
import sugar from Cuba and increased its imports of
Mexican and Brazilian sugar.

All major sugar exporting countries in the Eastern
Hemisphere increased their exports from 1948
through 1974, although in the Philippines, Taiwan,
and Mauritius the increases were largely confined to
the beginning of the period when these areas were

recovering from wartime difficulties. Increased exports
in certain years from the USSR have been largely
reexports of sugar imported from Cuba since 1960.
The largest increase in exports has occurred in Aus-
tralia where the volume has grown far beyond the
quantity formerly taken by Britain on a price preferen-
tial basis. Sugar exports from South Africa, although
on a considerably smaller scale than for Australia,
have undergone a similar development.

The United States has been the largest importer of
sugar since World War |, but its proportion of total
world imports has declined (table 31). Import trends in
Britain, the second largest importer in most years,
have been somewhat similar to those in the United
States. In 1948-52, these two countries took 51 per-
cent of the world’'s sugar imports; in 1969-73 they
accounted for only 33 percent.

Prior to World War I, Japan imported very little
sugar. The loss of Taiwan, where the Japanese had
developed a sizable sugar industry, made imports nec-
essary after the war. However, in recent years Japa-
nese imports of sugar have grown well beyond the
supplies formerly obtained from Taiwan or their
imports from that country in recent years.

The largest growth in imports for any country has
been that for the USSR, beginning in 1960. Most of
these have come from Cuba and reflect the changed
political status of that country, together with the ces-
sation of U.S. imports from Cuba. Also a considerable
proportion of these imports have been reexported.

Table 29-—-Trends in sugar exports from principal exporting countries in the Western Hemisphere, 1948-74

Dominican
Year Cuba Mexico Republic Brazil Peru Other Total World
1,000 tons, raw value

R - 6,521 52 482 398 387 107 7,923 12,192
1949 . ... it 5,391 | 33 487 43 314 280 6,548 11,266
1950 . ... it i 5,636 25 484 28 273 1,254 7,700 12,386
1951 ..., it 5,981 0 532 23 393 1,136 8,065 12,298
1952 ... i 5,514 9 604 52 317 1,255 7,751 12,740
1953 ..ttt 5,978 65 610 285 454 1,278 8,670 14,890
1954 . . i e 4,613 78 561 166 470 1,299 7,187 13,730
1955 .. ittt 5,133 89 639 642 538 1,441 8,482 15,491
1956 . .0 ittt e 5,998 35 767 21 476 1,569 8,866 15,342
1957 c it e 5,999 109 848 472 551 1,586 9,565 16,978
19568 ... it e 6,120 195 738 844 456 1,346 9,699 17,067
1959 .. i ittt i 5,458 169 731 688 530 1,436 9,012 16,293
1960 ... 0o v i n i nnn 6,211 520 1,208 852 583 1,643 11,017 19,103
1961 .. .. cviveinenanenas 7,064 631 825 863 661 1,968 12,012 21,754
1962 . ... ittt 5,656 394 890 491 528 1,854 9,813 20,129
1963 ... .. it 3,881 438 719 581 547 2,344 8,510 19,138
1964 ... vt 4,603 578 717 279 468 1,853 8,498 19,304
1965 .. .. .. i i e 5,859 581 591 841 403 2,082 10,357 21,167
1966 ... v v vt i 4,889 524 604 1,108 467 2,034 9,626 20,968
1967 o v i v it et e 6,264 606 713 1,103 524 2,126 11,336 22,314
1968 . ...t ii i 5,085 707 672 1,131 515 2,506 10,516 22,610
1969 ... i i, 5,290 666 681 1,211 295 1,994 10,137 21,408
1970 . . o it i i it 7,613 637 874 1,241 480 2,042 12,887 24,321
8 6,075 602 1,114 1,313 476 2,013 11,593 23,650
1972 ..t i i i 4,564 636 1,211 2,264 530 2,346 11,561 23,936
1973 .. ittt it et 5,288 669 1,136 2,595 449 2,228 12,365 24,305
1974 ... ci it 6,053 547 1,103 2,539 509 2,619 13,370 25,416

Source: Foreign Agriculture Circular, For. Agr, Serv., U.S. Dept. of Agr.
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Table 30—Trends in sugar exports from principal exporting countries in the Eastern Hemisphere, 1948-74

South
Year Australia | Philippines USSR Taiwan Africa Mauritius Other Total
1,000 tons, raw value

1948 . ... ... i 466 237 .- 220 8 425 2,913 4,269
1949 .. .. i e 535 457 .- 340 82 479 2,825 4,718
1950 ... vt 421 484 .- 711 75 396 2,599 4,686
1951 .. .. i e 326 679 100 327 73 557 2,171 4,233
1952 .. . i e 271 944 85 518 11 518 2,642 4,989
1953 . 0 it e 817 926 135 1,020 109 531 2,682 6,220
1954 .. .. Lo 718 1,018 254 583 244 553 3,173 6,543
1955 ... e 700 977 255 649 271 539 3,618 7,009
1956 . 0. i v i e 828 1,014 214 707 201 585 2,927 6,476
1957 .ot i e e 884 942 233 881 164 639 3,670 7,413
1958 . ... .. i 770 1,011 245 931 265 574 3,572 7,368
1959 ... i e 717 1,124 242 815 273 560 3,550 7,281
1960 . ... it v i i i 869 1,164 291 1,012 288 353 4,109 8,086
1961 ..o i i 906 1,153 1,048 720 326 565 5,024 9,742
1962 . .. i i e 1,287 1,226 986 673 475 567 5,102 10,316
1963 ... it i i 1,263 1,195 1,014 762 646 633 5,115 10,628
1964 ... i 1,384 1,279 477 984 644 635 5,403 10,806
1965 .. ..o v it 1,317 1,195 805 920 413 638 5,528 10,810
1966 .00 v i e i i 1,896 1,232 1,282 939 582 629 4,782 11,342
1967 .. vi i e 1,836 1,220 1,324 628 899 569 4,502 10,978
1968 ... .. i 1,790 1,086 1,610 739 1,401 657 4,811 12,094
1969 . ... it i 2,275 1,124 1,530 585 786 657 4,314 11,271
1970 . o i i e 1,531 1,364 1,672 452 871 634 4,910 11,434
1971......... e .. 1,942 1,567 1,544 577 913 539 4,975 12,057
1972 . i s .. 2,216 1,367 71 539 1,287 739 6,166 12,385
1973 .. i e 2,272 1,625 51 537 983 815 5,657 11,940
1974 . 0o e 1,970 1,700 129 610 912 800 5,925 12,046

Source: Foreign Agricuiture Circular, For. Agr. Serv., U.S. Dept. of Agr.

Table 31-Trends in sugar imports by principal importing countries, 1948-74

United United
Year States! Kingdom USSR Japan Canada France Morocco Other world
1,000 tons, raw value
1948 .. ..o e 3,225 2,095 --- 621 623 351 151 3,761 10,827
1949 ... i i 3,753 2,449 .- 285 623 325 190 3,406 11,031
1950 ... v it i e 3,707 2,351 ... 447 640 376 228 4,638 12,387
1951 ... i 3,666 2,552 --- 559 547 139 247 4,188 11,898
1952 . . .o 3,872 2,288 .- 809 611 397 284 4,284 12,543
1953 ... i e e 3,828 3,393 11 1,168 582 449 309 4,728 14,468
1954 .. . i 3,795 2,710 196 1,038 657 368 325 4,674 13,763
1955 . ... i 4,011 2,504 718 1,130 680 361 396 5,406 15,206
1956 . ... v i it 4,173 2,614 386 1,326 719 379 375 5,247 15,219
1957 .ot e 4,166 3,218 747 1,281 692 607 386 5,456 16,553
1958 .. .. it 4,765 2,987 440 1,348 735 504 367 5,760 16,960
1959 . . i it e 4,571 2,851 390 1,341 762 594 377 5,289 16,175
1960 ... i i iii it 4,717 2,560 1,893 1,379 680 860 305 5,908 18,302
1961 . . i ii i 4,226 2,582 3,965 1,508 760 432 281 7,525 21,279
1962 ... ittt 4,671 2,414 2,740 1,651 832 474 454 7,535 20,771
1963 ... i i 4,486 2,817 1,255 1,628 830 425 411 7,261 19,113
1964 . .. ..t e e 3,596 2,547 2,082 1,701 845 566 447 6,993 18,777
1965 ..o i i 3,856 2,398 2,528 1,902 924 480 411 7,676 10,175
1966 . ... ..o i i 4,239 2,455 2,032 1,917 862 561 375 8,506 20,947
1967 oot i it 4,687 2,357 2,737 2,003 984 539 332 8,341 21,980
1968 ... i i i e 5,130 2,286 1,935 2,264 951 416 310 8,323 21,615
1969 .. .. i il 4,885 2,369 1,472 2,456 1,043 117 279 7,848 20,469
1970 0ot iieeiee 5,193 2,027 3,312 2,866 1,046 66 301 8,748 23,559
1971 0ot e e 5,314 2,352 1,693 2,675 991 119 271 9,412 22,827
1972 . 0 i e 5,201 2,384 2,121 3,061 1,001 141 245 8,974 23,128
1973 ... i e 5,270 2,260 2,900 2,615 1,062 110 306 9,298 23,821
1974 . ....... e e 5,774 2,087 2,046 3,055 941 171 308 8,889 23,271

!These figures differ from the quota charges for imported sugar reported by USDA. They are used in order to have data which,
when added to the imports of other countries, equal the world total.

Source: Foreign Agriculture Circular, For, Agr. Serv., U.S. Dept. of Agr.
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For many years, the reexport of part of the coun-
try’s sugar imports has been a common practice, par-
ticularly by certain European countries. Mostly, it has
involved importing raw cane sugar and exporting all
or part of it in refined form. The practice started soon
after the development of sugar colonies in North and
South America in the 16th century. Trade controls
channeled the raw sugar exports of these colonies to
the mother country, except for smuggling. European
countries with no sugar producing colonies provided a
market for sugar refined in such countries as Spain,
Portugal, France, and Britain.

The reexport of sugar has increased considerably in
volume since World War Il. During 1948-60, the larg-
est volume of reexports came from Britain and France.
Since 1960, however, the USSR has reexported more
sugar than any other nation. The volume of reexports
of sugar from Mainland China, East Germany, and
Czechoslovakia also increased during this period. All
these increases, as well as those of the USSR, are
related to the change in Cuba’s political status.

The trend of imports by the United States and
Britain, both of which have been large-scale importers
for many years, illustrates some of the effects of pro-
tective systems on international trade. U.S. sugar
imports during 1948-52 equaled 10.4 percent of world
sugar production; in 1963-67, only 5.7 percent; in
1974, 6 percent. Net imports of Britain declined from
4.4 percent of world production in 1948-52 to 2.9
percent in 1963-67.

Brazil's production has increased rapidly enough to
provide for increased domestic consumption and
increased exports. Average annual production during
1963-67 was 2,821,000 tons above that for 1948-52,
although exports rose only 633,000 tons. There have
been similar trends, although on smaller scales, in
Colombia, Venezuela, Mexico, and some Central
American countries. Countries in Asia where sugar
production has increased more rapidly than exports
include Pakistan, Iran, Turkey, and Thailand. In Africa,
several newer nations have increased their production
substantially without any significant increase in
exports. These include Kenya, the Malagasy Republic,
Mozambique, Uganda, and others, although reliable
statistics are frequently not available because of
recent changes in boundaries and political status.

World Sugar Trade Pattern

Nearly all of the more important sugar-importing
nations grant price preferentials of some sort to sugar
imported from certain countries. Usually the prefer-
ence is limited to certain quantities of sugar imported
each year. Exporting countries naturally ship as much
sugar as they can to markets where they obtain the
highest price. Arrangements of this sort are a major
factor determining the pattern of world trade in sugar.
They are often more political than economic in nature
(table 32).

The United States accounted for about a fifth of
world sugar trade in 1967; four-fifths of this trade
was with the Philippines and countries in the Western
Hemisphere, exclusive of British and French pros-
sessions or former possessions in America. The
United States received almost four-fifths of all the
sugar exported by these countries.

Somewhat the same arrangement applies to other
major importing countries. For instance, about 78 per-
cent of the sugar imported into Britain came from its
former territories, most of it from Australia, Mauritius,
and the British Caribbean. The next largest source
was South Africa, which until recently was considered
a part of the British Commonwealth. Canadian sugar
imports were distributed in much the same manner as
those of Britain. Together, Britain and Canada took
about 57 percent of the exports from British sources
and 42 percent of those from South Africa.

The other principal purchaser of sugar from British
sources was Japan, which imported almost as much
Australian sugar as Britain and Canada together. Cuba
and South Africa were the other important sources of
Japanese imports. The three countries supplied more

" than four-fifths of Japanese sugar imports in 1967.
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Imports of EEC countries came mostly from French
possessions and from countries in Eastern Europe.
They were based either on political connections with
France or proximity to EEC countries.

Nearly all imports by the USSR and Mainland
China came from Cuba, and the imports appear to
have been intended as a means of assisting Cuba
economically. A large part of these imports were off-
set by exports.

Although the group of importing countries dis-
cussed in detail earlier accounted for nearly two-
thirds of world imports in 1967, there were 7,600,000
tons taken by many other countries. None of them
imported as much as 400,000 tons. In some cases,
the sources of supply are largely determined by politi-
cal connections; New Zealand imports sugar primarily
from Australia, and the former French possessions in
North Africa continue to obtain their sugar from Fran-
ce. In other cases, an importer merely buys sugar
wherever it can be obtained for the least cost that
year.

The countries shown in table 32 provided over
four-fifths of world exports in 1967. Most of the
remaining 3,743,000 tons came from the principal
reexporting countries of the world, the most important
of which are listed in the table as importing countries.
The USSR was the largest of these with exports of
1,324,000 tons, followed by Mainland China with
551,000 tons, France with 519,000 tons, and Britain
with 391,000 tons. Most of the exports from the
USSR and Mainland China represent either sugar
imported from Cuba or domestically produced sugar
exported in place of supplies imported from Cuba.
Cuba also exported more than 2 million tons of sugar
to other countries. Much of the sugar exported from



Table 32—International trade in sugar, 1967

Importing countries
Exporting countries United United Common Mainland
States Kingdom Canada Japan Market USSR China Other Tota!
1,000 short tons
U.S. sources:
Philippines . ......... 1,122 .- .- --- --- .- .- 98 1,220
MexiCo ... vinunnn 520 .. 5 .- .- - .- ... 100 625
Central America ...... 174 .- 13 15 .- ... 23 225
Dominican Republic... 629 11 ... .- .- 4 644
Brazil ......c. 0 651 20 14 47 .- 370 1,102
Peru ............... 372 .- .- --- 15 ... .. 87 474
Other W. Hemisphere .. 245 13 8 25 29 .. --- 112 432
Total ............. 3,713 44 13 52 106 .- .- 794 4,722
British sources:
Australia............ 195 486 173 658 .- --- .. 324 1,836
Fijl vovii i a3 162 85 45 .- 16 351
Mauritius ... .. 0. 19 414 55 .- 12 .- 118 618
india......c.. ..., 76 86 .- .- .- .- .- 34 196
British Caribbean' 199 727 215 .- .- .- 91 1,232
Total ............. 532 1,875 528 703 12 .- .- 583 4,233
Common Market sources:
French Caribbean ..... 58 --- --- 111 12 181
Reunion ............ .- .- .- 216 .- .- a4 220
Malagasy Republic .... 9 - 2 77 88
Total vovvviniinenn 67 329 93 489
Japanese sources:
Taiwan ......... 0. 80 .. --- 87 --- .-~ ... 461 628
South Africa......... 66 133 238 375 24 .-- ... 44 880
Total ............. 146 133 238 462 24 --- .- 505 1,508
Sino-Soviet sources:
Cuba............... .- 89 77 597 82 2,734 613 2,072 6,264
Eastern Europe? ,..... 8 68 --- --- 249 3 .- 841 1,169
Total .......covun 8 157 77 597 331 2,737 613 2,913 7,433
All other countries ,.... 112 208 128 187 378 .- - 2,730 3,743
World ............... 4,578 2,417 984 2,001 1,180 2,737 613 7,618 22,128

! Guyana, British Honduras, and British West Indies. 2Bulgaria, Czechoslovakia, East Germany, Hungary, Poland, Romania, and

Yugoslavia.

Source: Reports of the For. Aar. Serv., U.S. Dept. of Agr., and International Sugar Council Sugar Yearbook, 1967.

France and Britain went to their former possessions.
Most of the world’s international trade in sugar is
conducted under various special arrangements, and
the direction of the trade is determined by these
arrangements. Reasonably free competition among
buyers and sellers of different nations is restricted by
these arrangements to only a fraction of the sugar
moving in international trade. The complicated nature
of the preferentials offered or received by various

73

nations and the widely varying amount of the prefer-
ence makes it impracticable to determine the exact
extent of nonpreferential trade in sugar. The termi-
nation of the sugar quota system by the United States
at the end of 1974 and Britain’s entry into the Com-
mon Market at about the same time may result in
considerable changes in the volume and direction of
world trade movements, but the extent of these
changes is not yet known.



POSTWAR TRENDS IN THE U.S. SUGAR INDUSTRY

The World War Il period of U.S. Government sugar
controls ended in 1947 with the purchase of the 1946
and 1947 crops of Cuban sugar and the removal of
internal wartime price and distribution controls over
sugar during 1947. Also, Congress passed a new
sugar quota law in 1947, known as the Sugar Act of
1948, which became effective on January 1, 1948.
Thus, the United States in 1948 returned to its prewar
system, although somewhat modified, of regulating
the production, importation, and marketing of sugar.

Trends in U.S. Sugar Supply by
Sources Since 1948

The large 1947 Cuban sugar crop made possible
increased shipments of sugar to the United States and
provided this country with relatively large stocks
beginning in 1948. As a result, sugar marketings in
1948 were smaller than in 1947, although larger than
in years of wartime controls. After 1948, sugar mar-
ketings in the United States increased at a fairly regu-
lar rate, and in 1968 they were about 55 percent
larger than in 1948 (table 33).

The quantity of sugar marketed in the United
States coming from most of its major supplying areas
has increased since 1948. The major exceptions are
Puerto Rico, where production has declined, and

Cuba, from which the United States has not imported
any sugar since 1960. Also, the small sugar industry
in the Virgin Islands has ceased operations. About 58
percent of the average annual increase in sugar mar-
ketings since 1948 has come from domestic areas,
and 42 percent has come from imports (table 34). The
largest increase in tonnage has been supplied by the
domestic beet sugar industry, but the largest per-
centage increase has come from the mainland sugar-
cane area.

Most of the increase in the mainland cane area
has been in Florida. The size of the increase in sup-
plies from the Philippines is partly the result of war-
time destruction in that country. As a result, U.S.
receipts of sugar from the Philippines were compara-
tively low during the first few years of the postwar
period.

The volume of U.S. imports from countries other
than the Philippines, although fluctuating considerably
from year to year, has shown an average annual
increase of 17,000 tons. During 1948-68, the net
effect of numerous amendments to the sugar quota
laws was to assign most of the increase in U.S. sugar
consumption to domestic areas. The decline in Puerto
Rican sugar production produced rather large deficits
in quota supplies from that area, especially since

Table 33—Sources of sugar for the United States, 1948-74

Other
Year Beet Cane Hawaii Puerto Virgin Philippines Cuba foreign Total
Rico Islands countries
1,000 tons, raw value
1948 ....... . . .. 1,656 456 714 1,013 4 252 2,927 62 7,084
1949 ......ciiiin, 1,487 557 769 1,091 4 525 3,103 52 7,588
1950 .. iiiinn i 1,749 522 1,145 1,053 11 474 3,264 61 8,279
1951 ... 1,730 457 941 959 6 706 2,946 13 7,758
1952 ... i 1,560 579 972 983 6 860 2,980 51 7,991
1953 ... i e 1,749 513 1,087 1,118 12 932 2,760 111 8,282
1954 ... oo iit 1,802 501 1,040 1,082 10 974 2,718 113 8,240
1955 ... e e 1,797 500 1,052 1,080 10 977 2,862 118 8,396
1956 ..o 1,955 601 1,091 1,135 13 982 3,089 126 8,992
1957 . 2,066 636 1,037 912 15 906 3,127 217 8,916
1958 ... . iiiii i 2,240 680 630 823 6 980 3,438 279 9,076
1959 ... i i 2,241 578 977 958 12 980 3,215 279 9,240
1960 ... i i i 2,165 619 845 896 7 1,155 2,390 1,445 9,522
1961 ......oiivihnn 2,607 784 1,045 980 16 1,355 (o} 2,945 9,732
1962 ...t iiiiees 2,415 787 1,084 904 11 1,256 0 3,340 9,797
1963 ... ..ot 2,965 1,072 1,033 875 15 1,195 (o} 3,360 10,515
1964 ................ 2,699 905 1,110 793 16 1,217 0 2,369 9,109
1965 ... ... e 3,025 1,099 1,137 830 4 1,178 4] 2,647 9,920
1966 ......vvi i 3,024 1,100 1,200 711 5 1,186 [¢] 3,129 10,355
1967 ... it 2,824 1,169 1,253 705 (o} 1,123 (o} 3,310 10,384
1968 ....... .o 3,085 1,204 1,192 504 [} 1,124 o 3,842 10,951
1969 ... it 3,216 1,169 1,160 341 0 1,124 0 3,725 10,735
1970 . ... e 3,569 1,308 1,145 352 0 1,298 ¢} 3,879 11,551
= A 3,438 1,255 1,087 143 (o] 1,592 0 3,779 11,294
1972 ... oo 3,511 1,630 1,113 148 (o} 1,432 0 4,006 11,840
1973 ..o 3,512 1,614 1,142 79 0 1,454 0 3,875 11,676
1974 ... e 3,024 1,272 993 157 (o] 1,472 0 4,298 11,216

Source: Sugar Statistics and Related Data, Vol. 1, Bul. 293, Agr. Stabil. and Conserv. Serv., and various issues of Sugar Reports since

1974, U.S. Dept. of Agr.
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Table 34—Postwar average annual changes in quantity of sugar
marketed in the United States, by sources of supply, 1948-75

Amount of Average annual

Source of supply increase increase’

1,000 tons Percent
Domestic beet ...... . 83 3.0
Mainland cane ....... 43 4.2
Hawall .....00e000ns 10 0.8
Puerto Rico® ........ -38 4.2
Alldomestic ....... 98 1.6
Philippines ,......... 35 2.8
Other imports® ...... . 35 1.7
Allimports ,....... 70 1.9
Total ...... . 168 1.5

! percentage of arithmetic mean. 2includes Virgin Islands,
*ncludes receipts from Cuba,

Source: Reports of Agr, Stabil, and Conserv, Serv,, U.S, Dept, of
Agr.

1962. Since 1962, all of these deficits have been
assigned to foreign countries, including the Phi-
lippines. Except for the assignment of these deficits,
the growth in U.S. sugar imports might have been
smaller than the amount recorded.

The production of sugar involves the growing of
sugarbeets or sugarcane, the processing of these
plant materials into raw or refined sugar, and the fur-
ther processing of raw sugar in separate plants into
refined sugar (75). These functions may all be com-
bined in a single company or entrepreneur, but they
are frequently divided in various ways among three
separate individuals or organizations. The character-
istic arrangements vary considerably among the sugar
producing areas, and gradual changes have occurred
in each area.

Beet Sugar

Nearly all sugarbeets produced in the United States
are grown by farmers for sale to a processor. Sugar-
beet processors grow an insignificant acreage of bee-
ts, usually for experimental purposes. Until the sev-
enties, farmers did not collectively own any
processing plants. Since 1948, the number of farms
growing sugarbeets has declined. But the average
acreage of beets per farm has increased more rapidly.
Thus, production has risen substantially (table 35).

The mechanization of sugarbeet growing, the
development of varieties producing monogerm seed,
and the increasing use of chemicals to control weeds
and diseases have been miajor factors which have
helped decrease by 45 percent the number of man-
hours of labor required to produce enough beets to
yield 1 ton of sugar. The increased use of machinery
has contributed greatly to the lower unit costs of pro-
ducing beets. The most economical use of the
machines requires a larger acreage than most farmers
could manage before the newer machines became
available (40).

The U.S. sugarbeet industry has grown at very dif-
ferent rates in various parts of the country since
1948, as shown by trends in acreage planted to sug-
arbeets in various areas (table 36). Although U.S.
acreage in 1968 was about 57 percent above the
1948-52 average, it increased 155 percent in the Red
River Valley and 132 percent in the Pacific Northwest.
In California, acreage increased rapidly through 1964,
when it was 110 percent above the 1948-52 average;
then, acreage declined for 3 years and has since fluc-
tuated irregularly. Acreage also reached a peak in
1964 in the Rocky Mountain States, but the peak was

Table 35—Trends in the U.S. beet sugar industry, averages for 1948-52, 1953-57,
195862, and years, 1963-74

Average har- Total sugar Grower re- Share of re- Man-hours per
Period or year Farms growing [ vested area Average yield produced ceipts per ceipts from ton of sugar
sugar beets per farm of beets raw value farm Government produced
Number Acres Tons 1,000 tons Dollars Percent Number
1948-52 ..,...... 30,239 24,2 14.7 1,559 4,892 18.1 341!
1953-57 ........ 25,412 31.8 16.6 1,957 7,258 17.3 30.6
1958:62 ........ 24,397 40.6 17.2 2,404 9,794 16.7 21.6
1963 ... v 22,807 54,7 18.7 3,086 14,712 15.6 19.5
1964 ........... 23,968 58.1 17.0 3,332 13,848 16.2 20.1
1965 ........... 22,608 54.9 16.5 2,816 12,869 16.1 19.9
1966 PPN 19,542 59.4 17.6 2,853 15,816 14.7 18.7
1967 ... .ii e 17,775 63.9 17.3 2,694 17,508 14.1 18.6
1968 ........... 18,452 78.1 17.8 3,490 22,135 13.9 16.7
1969 ........... 18,431 84.8 18.4 3,472 23,321 14.0 18.1
1970 ... o0 e 16,442 83.1 18.5 3,322 26,270 12.5 16.5
1971 ... e 15,044 88.1 20.3 3,512 31,199 12.0 15.3
1972 ...l 14,542 91.8 21.3 3,632 35,634 11.2 15.0
1973 .. oiiiien 12,438 97.7 20.2 3,200 66,588 6.1 15.0
1974 ... . 0. 11,964 102.5 18.2 2,916 90,515 4.4 N.A.
'1950-52 only.
N.A. Not available,
Source: Sugar Statistics and Related Data, Vol. I, Bul. 244, Agr, Stabil. and Conserv, Serv., U.S. Dept. of Agr.
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Table 36— Trends in acreage planted to sugar beets, by areas in the United States, averages,
1948-52, 1953-57, 1958-62, and years, 1963-74

Pacific Red River Rocky Michigan- United
Period California Northwest ' Valtey? Mountain? Ohio Other States
1,000 acres

1948-52 ......... ... 172 117 83 307 101 31 811
1953-57 ... 00 192 137 107 312 87 28 863
1958-62 .........0000 229 172 133 373 100 31 1,038
1963 ... .. i i 320 229 172 421 114 44 1,300
1964 ... ... i 362 268 175 452 125 74 1,456
1965 ... . i i 313 236 191 379 112 77 1,308
1966 ... .. it 279 216 192 363 112 78 1,240
1967 ... it i 230 228 209 344 106 93 1,210
1968 ... ... i, 289 280 252 418 128 142 1,509
1969 . ... .ot 344 299 262 470 132 163 1,670
1970 .o ittt 291 264 250 395 134 97 1,431
1971 ... it i e 338 273 191 377 133 77 1,389
1972 . . i e e 341 301 190 370 138 84 1,424
1973 .. it e 280 271 212 323 120 74 1,280
1974 ... ... i i, 234 170 333 328 116 71 1,252

! Idaho, Oregon, and Washington. 2Minnesota and North Dakota,

Source: Prospective Plantings, Stat. Rpt. Serv., U.S, Dept. of Agr.

only 47 percent above the base period. The 1973
acreage, although above those for the 2 previous
years, was 29 percent below 1964. Beet acreage in
Michigan and Ohio has shown no consistent trend
since 1948, although fluctuating considerably from
year to year.

The sharp increase in acreage in the “other’’
States through 1969 was largely the result of the con-
_ struction of new beet sugar mills and the consequent
increase in acreage in Texas, Arizona, Kansas, New
York, and Maine. In 1948, no beets were produced in
some of these States, and the acreage was very small
in the others. No beets have been grown in Wisconsin
since 1961, although one-third of the acreage in “oth-
er’’ States during 1948-52 was recorded by Wis-
consin.

Sugarbeets were processed by a maximum of 72
factories in 1950 to a low minimum of 52 factories in
1973. During that period, a number of new factories,
mostly of much larger than average size, were built,
and the capacity of a number of existing factories was
increased. With rare exception (Empire State and
Maine Sugar plants were new) nearly all of the fac-
tories which closed were old and small plants. As a
result, total factory capacity increased considerably. In
1974, factories operated in 16 States. However, more
than one-third of the total factory capacity was
located in California and Colorado, and only about 9
percent was in States east of the Mississippi River.

The 54 or more plants processing sugarbeets in
1974 were operated by 13 companies. Some of them
were subsidiaries of larger companies engaged in
businesses other than the processing of sugarbeets.
Since 1970, four new beet cooperations have started
operations.
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3 Colorado, Montana, Utah, Whoming, and Nebraska.

The six largest processing companies generally
produce nearly nine-tenths of the total output of U.S.
beet sugar. In some respects, the degree of concen-
tration is even greater than that indicated by the over-
all figure. For instance, two companies own all the
mills in Utah, Idaho, Oregon, and Washington; and
one company owns the mills in northeastern Colorado
plus all the mills in adjacent areas in Nebraska and
Kansas. One effect of this is that few sugarbeet grow-
ers have more than one buyer or potential buyer for
their beets. However, this lack of competition for their
product is offset to a large extent by the beet growers’
associations that bargain with processors concerning
prices and other terms of sale.

U.S. sugarbeets are all produced under annual con-
tracts between growers and processors. Although
varying in detail, these contracts possess certain com-
mon characteristics. They are signed before the beets
are planted; the acreage to be grown by each farmer
is specified; the growers are required to use seed sup-
plied by the processor; various cultural practices
relating to such items as rotation practices, the use of
fertilizer, and times of harvest are specified; and the
prices to be received by the growers are stated in
terms of a formula related to the price the processor
receives for sugar.

Because of this method of determining the price of
beets, the grower-processor contracts are commonly
referred to as participation contracts. These contracts
commonly provide for the determinination of grower
prices from the net returns (price minus marketing
costs) received by the processor from the sale of
sugar and the sucrose content of the beets. In a few
cases, the returns processors receive for byproducts
are also included in the formula. The price variations



usually are specified in a table showing prices per ton
of beets for various net returns from the sale of sugar
and for various percentages of sucrose in the beets.

No two processors use exactly the same form of
contract, and some of the larger companies use some-
what different contracts for different areas where
they have mills. The contract terms from 1934
through 1974 were reviewed by Government officials
responsible for the administration of the Sugar Act.
This law gave the Secretary of Agriculture power to
specify minimum prices to be paid growers for their
beets. The Secretary usually approved existing or pro-
posed contracts as meeting minimum requirements,
although frequently this was preceded by consultation
with the parties concerned.

Mainland Sugarcane

Louisiana and Florida were the only mainland
States where sugarcane was grown for the commer-
cial production of sugar until 1973 when a mill in
Texas began operating, although small quantities of
cane are grown for the production of sirup in a few
other Southern States. As in the sugarbeet area, the
number of farms on which sugarcane is grown has
decreased since 1948, and the average acreage per
farm has increased substantially (table 37). Much of
the increased acreage per farm is the result of expan-
ding production in Florida, especially since 1960. In
1966, the 169 farms growing sugarcane in Florida
produced 16 percent more sugar than the 2,080 farms
in Louisiana. Some of the increase in average yield of
cane per acre is also due to the increasingly large
proportion of the total crop which is now grown in
Florida where yields are higher than in Louisisana.

Much of the U.S. sugarcane is produced by compa-
nies which also own and operate processing mills.
About half of the cane in Fiorida and Louisiana is
grown in this manner. Independent growers with no
ownership relation to a sugar mill sell their cane to
one or more sugar mills on annual contracts. These
are likely to be less formal than those used for sugar-
beets. Many of them are oral and relate mainly to the
price to be paid for cane. Certain specifications
regarding the size of daily deliveries to the mill may
be included, but generally nothing is included that
relates to varieties, fertilization, or cultural practice.

.Until 1975, the price commonly paid was a formula
price, with @ minimum price determined annually by
the Secretary of Agriculture. This minimum price was
specified in a formula which took into account the
quality of the cane—sucrose content and purity—and
the price of raw sugar in New York City over a speci-
fied period of time. The formulas for Louisiana and
Florida sugarcane differed in details but were gener-
ally the same.

Hawaii

The sugar industry in Hawaii is considerably more
integrated than are those in other areas in the United
States. Most sugarcane is grown by companies which
operate sugar mills, and the number of farms growing
sugarcane is comparatively small (table 38). Total
sugar production has remained relatively stable since
1948, compared with output in mainland areas.

Most of the raw sugar produced in Hawaii is
shipped to a mainland refinery owned by Hawaiian
sugar producers and operated as a cooperative. Thus,
the principal product sold by producers of sugarcane

Table 37—Trends in the U.S. mainland cane sugar industry, averages, 1948-562, 1953-57,
195862, and years, 1963-74

Average har- Total sugar Grower recelpts [Share of re-
Period Farms growing vested area Average yield produced per farm ceipts from Man-hours per
sugarcane per farm of cane raw value Government produced ton of sugar
Number Acres Tons 1,000 tons Dollars Percent Number
1948-52 ,....... 5,192 64,7 20.5 516 9,541 14.7 701!
1953-57 ........ 3,785 77.3 24.4 580 14,556 14.0 47.5
1958-62 ........ 2,854 126.6 24.7 707 25,842 13.3 37.7
1963 ... hen 2,419 192.3 29.9 1,182 61,574 10.2 29.3
1964 ........... 2,483 228.7 25.3 1,142 43,990 13.5 32.2
1965 ........... 2,396 209.9 25.3 1,102 44,956 12.7 28.6
1966 ........... 2,249 226.6 26.2 1,212 55,440 11.4 23.4
1967 ....... ..., 2,062 247.7 30.2 1,457 75,187 11.0 19.0
1968 ........... 1,937 251.4 27.4 1,209 69,045 11.1 20.8
1969 .......... 1,821 228.7 27.9 1,071 66,588 10.6 19.6
1970 ... . en 1,724 269.1 28.9 1,252 85,151 10.1 17.8
1971 ... o 1,648 319.1 25.3 1,204 92,883 9.6 19.2
1972 ...l 1,578 370.1 31.0 1,616 141,598 8.1 17.7
1973 ... ihe e 1,426 425.5 25.4 1,372 230,203 5.0 19.8
1974 . ... ... 1,315 459.6 24.8 1,379 533,382 2.3 N.A.
11950-52 only.

Source: Sugar Statistics and Related Data, Vol. I, Bul. 244, Agr. Stabil. and Conserv, Serv., U.S. Dept. of Agr.
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Table 38—Trends in the Hawaiian cane sugar industry, averages 1948-52, 1953-57,
19568-62, and years, 1963-74

Farms harvesting Average harvested Average yield Total sugar pro- Man-hours per ton

Period sugarcane area per farm of cane duced, raw value of sugar produced
Number Acres Tons 1,000 tons Number
194852 ........ 362 296.1 76.4 954 24.3!
1953-57 ........ 846 120.6 89.0 1,100 19.1
195862 ........ 871 153.5 87.5 978 15.8
1963 ...... ... 612 175.5 93.4 1,101 13.6
1964 . .......... 535 207.1 94.7 1,179 11.8
1965 ........... 578 189.6 98.0 1,218 10.8
1966 ........... 529 209.8 98.8 1,234 10.5
1967 ...t 569 196.5 08.8 1,191 10.6
1968 ........... 518 219.1 99.4 1,232 10.0
1969 ......ouvnn 528 214.4 95.7 1,182 9.4
1970 .. ohiiiann 504 225.8 91.9 1,162 9.5
1971 ... v ns 511 226.6 92.3 1,230 9.0
1972 ..o 410 264.6 91.5 1,119 9.2
1973 ... e 393 275.3 89.2 1,129 9.2
1974 ... ... ..... 339 282.7 95.8 1,043 N.A.

11950-52 only.

N.A. - Not available.

Source: Sugar Statistics and Related Data, Vol. Il Bul.244, Agr. Stabil and Conserv, Serv,, U.S, Dept, of Agr.

and sugar in Hawaii is refined sugar sold in the con-
tinental United States.

The production of sugarcane in Hawaii is highly
mechanized as is indicated by the smaller number of
man-hours of labor used to produce a ton of sugar
compared with other regions of the United States.
Also, the productivity of labor in Hawaii has increased
greatly since 1948. Higher yields of cane than those
obtained in other areas is an important factor
accounting for the higher productivity of labor in the
Hawaiian sugar industry.

Puerto Rico

The Puerto Rican sugar industry is characterized by
a large, although declining, number of independent
growers who sell their sugarcane to a processor oper-
ating one or more sugar mills (table 39). The average
number of acres of sugarcane harvested per farm
each year is much smaller than in other sugarcane
areas and somewhat below the average for sugarbeet
growers. However, the average harvested acreage per
farm in Puerto Rico has doubled since 1953-57.

Table 39—Trends in the Puerto Rican cane sugar industry, averages 1948-52, 1953-57,
1958-62, and years, 1963-74

Average har- Total sugar Grower re- Share of re- Man-hours per
Period Farms growing vested area Average yield produced ceipts per ceipts from ton of sugar

sugarcane per farm of cane 96 basis farm Government produced

Number Acres Tons 1,000 tons Dollars Percent Number
1948-52 ........ 17,021 23.6 29.4 1,276 6,356 16.4 109.9'
195357 ........ 18,268 21.2 27.0 1,089 5,133 16.4 98.7
195862 ........ 14,131 25.6 31.5 1,043 6,997 14.3 88.4
1963 ........... 12,317 24.6 33.4 978 9,473 11.2 89.9
1964 ....... ... 11,608 26.1 32.3 978 8,484 13.3 88.0
1965 ........... 10,770 26.7 30.6 887 7,929 14.4 80.5
1966 ........... 9,826 27.8 34.7 808 8,829 13.7 78.1
1967 ........... 8,795 29.9- 31.0 637 9,683 13.0 70.1
1968 ........... 7,753 30.6 27.8 478 8,922 13.8 71.1
1969 ........... 6,531 27.6 32.7 455 7,956 13.1 59.8
1970 . ... vhinnn 5,565 33.9 31.2 321 9,365 12.2 63.1
1971 ... .. 4,202 36.5 29.9 295 9,062 11.9 60.1
1972 ... .. . 3,535 43.1 28.8 252 10,477 10.9 63.0
1973 ... .o 2,954 44.7 27.4 287 13,191 9.0 62.1
1974 ... ...t 2,551 47.7 29.5 N.A. 44,307 3.0 N.A.

11950-52 only.

N.A. - Not available.

Source: Sugar Statistics and Related Data, Vol. |11 Bul. 244, Agr, Stabil and Conserv. Serv., U.S. Dept. of Agr.



The number of man-hours required to produce a
ton of sugar in Puerto Rico also is much higher than
in any other domestic area. Although man-hour
requirements in Puerto Rico have been reduced nearly
one-half, this is smaller than the reductions which
have occurred in other domestic sugar producing
areas. Sugarcane production in Puerto Rico is less
mechanized than in other regions. More machinery is
used than at the end of World War Il, but the intro-
duction of labor-saving devices in the Puerto Rican
sugar industry has been slower than in other areas.

The production of sugar in Puerto Rico in 1973 was
only about one-fourth the 1948-52 average. Puerto
Rico is the only major domestic sugar producing area
in which production has declined since World War |I.
Production in the Virgin Islands, which usually ranged
from 5,000 to 15,000 tons per year, ceased in 1966.

The prices Puerto Rican growers receive are deter-
mined in about the same way as in Florida and Lou-
isiana, although the details vary from mainland prac-
tices. For instance, the period of time used in
determining the average price to be used in the sugar-
cane price formula differs from that for either Florida
or Louisiana, because the marketing period for Puerto
Rican raw sugar differs from those for the mainland
States. AlSo, because of the cost of shipping raw
sugar to the mainland, the ratio of the price of cane to
the price of sugar is somewhat lower than for the
mainland-States- -

p——

Raw Sugar Prices in the U.S.
and World Sugar Markets

Under the U.S. sugar quota system, sugar prices in
the United States and in the world market have
remained effectively separated. Prices have frequently
moved in opposite directions. Since 1948, the trend in

U.S. sugar prices has been generally upward, and in -

the world market it has been downward (table 40). As
a result, the margin between U.S. prices and those in
the world market widened substantially. If the figures
are disregarded for 1951, 1957, 1963, dnd 1964
when the sugar markets generally were disrupted,
first by the outbreak of war in Korea,fsec{ond by the
Suez Crisis, and finally by a worldwide shortage of
sugar early in the sixties, then the average yearly
margin between U.S. and world sugar prices has
increased since 1948 at an average rate of about 0.24
cent per year. Approximately a third of this has been
accounted for by the increase in U.S. prices and two-
thirds by price declines in the world market.

These price trends are largely the result of U.S.
policies which have restricited domestic supplies suf-
ficiently to cause sugar prices to rise about as much
as the increase in average prices for other U.S. farm
products. These sugar prices have been highly profit-
able to most foreign exporters, as is shown by their
willingness to supply the U.S. market in much of 1963
and 1964 when world prices were even higher than
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Table 40—Trends in raw sugar prices in the United States and
““world” sugar markets, 1948-75

Adjusted price
Price per per pound
Year pound in in “world”’ Difference
New York! market?
---Cents - - -
1948 e 5.54 5.13 +0.41
1949...... .o 5.81 5.03 +0.78
1950..... ‘e 5.93 5.82 +0,11
1951 ........ 6.06 6.66 -0.60
1952...... .o 6.26 5.08 +1.18
1953 ....0.00 6.29 4,27 +2.02
1954 ......... 6.09 4.14 +1,95
1956 ........ 5.95 4,19 +1.76
1956 ....... . 6.09 4.47 +1.62
1957 ...... . 6.24 6.10 +0.14
1958 ..... e 6.27 4,36 +1.91
1959 ........ 6.24 3.86 +2.38
1960 .. .0vn 6.30 4,09 +2.21
1961 ........ 6.30 3.85 +2.45
1962 ........ 6.45 3.87 +2.58
1963 ..., 8.18 9.41 -1.23
1964 ..., ... 6.90 6.79 +0.11
1965 ....... 6.75 3.07 +3.68
1966 . ...00. 6.99 2.82 +4,17
1967 ,...... . 7.28 2.95 +4.33
1968 ........ 7.52 2.96 +4,56
1969 ...... . 7.75 4.37 +3.38
1970...... . 8.07 4,88 +3.19
1971 ........ 8.52 5.65 +2.,87
1972, ....... 9.09 8.54 +.55
1973 ..... . 10,29 10.99 -.70
1974 PN 29.50 31.62 -2.12
1976 ........ 22.47 21,92 +,55

lSpot prices in New York. 2Sr)ot prices in Cuba or, since
1961, greater Caribbean ports adjusted to New York delivery
basis.

Source: Sugar Statistics and Related Data Vol. | Bul. 293, Agr,
Stabil, and Conserv, Serv., U.S. Dept. of Agr. through 1973;
Sugar Reports, Agr. Stabil, and Conserv, Serv,, U.S, Dept, of Agr,
1/75 through 7/75; Sugar Market News, Agr. Mkt. Serv,, U.S.
Dept, of Agr, 8/75 through 1/76; Sugar & Sweetner Reports,
Agr, Mkt, Serv,, U.S, Dept. of Agr, beginning 2/76.

those in the United States (7). it is also obvious from
their prompt actions increasing production whenever
there appeared to be an opportunity to export more
sugar, even at less than the prevailing U.S. price.

Since all sugar exported to the United States was
sold at U.S. prices, adjusted for transportation costs
and import duty, quotas in the U.S. market were
highly prized. Many exporting countries, however, pro-
duced much more sugar for export than they were
permitted to sell in the United States or other prefer-
ential markets, such as Britain, France, and the USSR.
Most of these countries were, in effect, selling their
sugar at a blended price consisting of the weighted
average of the prices obtained for sugar sold to the
United States, to some other preferential market if
available, and to the world market. The United States
imports more sugar than any other nation, almost all
of it until 1975 on a preferential basis. Prior to 1975
the only markets available to some exporting count-
ries were the U.S. and world markets.



Some countries, such as the Philippines, sent
nearly all of their sugar exports to the United States.
Under the quota system others, Taiwan for example,
had only small U.S. quotas and sold most of their
sugar on the world market. Both countries export
most of the sugar they produce, but the average prices
they received for exports prior to 1975 were very dif-
ferent.

Australian production and export of sugar has
increased rapidly since World War Il. Much of the
increase in exports went to the world market, and
more than half the quantity of sugar produced was
exported. Al exports of sugar are in effect, pooled, so
that ail producers receive the same price each year,
which is a blend of prices received in all foreign and
domestic markets. The ability of producers in Australia
to supply sugar to the world market was greatly
increased by the size of its preferential markets, par-
ticularly in Britain. Significant quantities of Australian
sugar were also sold in Canada and the United States.

Prices and Distribution of Refined Sugar
in the United States

Sugar intended for consumption without further
refining is distributed to users by four classes of pro-
ducers or dealers (40). In 1974, the quantities handled
by each were:

1,000 tons  Percent
Cane sugar refiners 6,671 66.2
Beet sugar processors 3,254 32.2
Importers of direct-consumption
sugar 89 .9
Mainland cane sugar mills 67 7
Total 10,081 ' 100.0

The sugar distributed by cane sugar refiners nearly
all originated in plants located in or near five Atlantic
coast cities, two on the Gulf coast, and one on the
Pacific coast. Small amounts came from plants
located in Hawaii, Puerto Rico, and at interior points.
Imported refined sugar comes from a number of for-
eign countries and arrives mostly at various east coast
ports. The mainland cane mills distributing refined
sugar are located mostly in Louisiana. Refined beet
sugar is produced at all plants that process sugar-
beets. Except for five comparatively small mills in
Michigan and three in Ohio, all are located west of
the Mississippi; the greatest concentration is in Cali-
fornia, Colorado, Idaho, and the Red River Valley in
Minnesota and North Dakota.

The plants refining cane sugar are all located in or
near large metropolitan areas where a portion of their
output is consumed. The remainder is distributed in
whatever territory is most advantageous competitively.
In this manner, some refined cane sugar is distributed
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in each of the mainland States, as well as in Hawaii
and Puerto Rico.

Plants processing sugarbeets are all located where
sugarbeets are grown, since beets are perishable and
bulky and cannot be transported economically for long
distances. Since most beets are grown west of the
Mississippi in areas having very low population densi-
ties, local or nearby sales of sugar are not important
for most mills. Consequently, transportation costs
generally are more important for U.S. beet sugar than
for refined cane sugar.

Refined sugar is commonly sold on a basing-point
price system. The quoted prices, or offers by sellers,
do not necessarily represent the cost of the sugar
delivered to the buyer. The delivered cost may be
equal to, greater than, or less than the quotations.
Under the basing-point system, the sellers pay the
cost of moving sugar to the point of delivery, but they
add a charge, called a prepay, to the price. The pre-
pay, when initiated, was supposed to equal the lowest
cost of shipping sugar from a point of origin to a par-
ticular destination. For example, the prepay charged
by sellers on sugar shipped from Colorado to Chicago
was set so as to make the cost to buyers in Chicago
equal to that of sugar from other origins.

In this example, the prepay for Colorado sugar
shipped to Chicago ordinarily would be less than the
transportation cost, and the sellers’ net returns would
be less than the quoted price. However, for nearby
destinations, such as Denver, the prepay would
exceed transportation charges, and the seller would
realize what is termed a freight gain rather than a
freight loss. In other instances, such as deliveries in
major port cities where cane sugar refineries are
located, no freight gain or loss ordinarily accrues to
the seller. Minor producing areas, such as those in
Michigan and Ohio, sell their beet sugar locally and
are not involved in the calculation of prepays to such
areas as Chicago.

In practice, basing-point prices do not work so
neatly as described. Competitive conditions frequently
cause one or another group of sellers to offer conces-
sions which result in lower prices than indicated by
the current guotation. Prices in Chicago are often
cited as an example of this type of market. The proba-
ble cause is that Chicago is the largest market for
sugar in the interior of the country and uses large
quantities of both cane and beet sugar. The propor-
tions available from various points of origin vary con-
siderably from year to year, although the share of the
market supplied by beet sugar has tended to increase.
In part, this increase has been achieved by the beet
sugar industry through offering various sorts of price
concessions, especially in years when beet sugar sup-
plies have been large.

The relative quantities of sugar delivered in various
areas of the country since the close of World War Il
have varied considerably, largely because of popu-



lation shifts and the increasing use of sugar by food
processors, who have also been affected by popu-
lation changes. There has been no increase in sugar
deliveries in the New England States and only a
minor one in the Mid-Atlantic States, compared with
major increases in the North-Central, Southern, and
Western States (table 41).

Deliveries of beet sugar have been heavily concen-
trated in the north-central and western regions since
1948, although since 1962 there have been small
increases in such deliveries in the Mid-Atlantic and
Southern States. The increase in the North-Central
States from 1948-52 to 1963-67 amounted to an
average of 681,000 tons, 57 percent of the total
increase in beet deliveries; 33 percent of the increase
was in the Western States.

The increase in beet sugar deliveries in the North-
Central States is especially significant for competition
with cane sugar coming from the Atlantic and Gulf
coasts. Since World War li, north-central beet sugar
deliveries increased from 42 to 52 percent of total
sugar deliveries in the region. During the same period,
the price of refined sugar in Chicago declined appre-
ciably relative to cane sugar prices in New York (table

. 42). The price quotations for beet sugar in the Chicago
Chicago area, relative to cane sugar prices in New
York, declined 1 cent a pound between 1949-52 and
1963-67. The declines in other areas were substan-

tial, although not so large as in Chicago. Cane sugar
prices outside the Northeast also declined, relative to
New York prices, but generally not so much as beet
sugar prices. Price declines for cane sugar were con-
siderably lower in the Gulf and Southeastern States
than in other areas. Price declines compared with
New York prices were somewhat smaller in 1968
when the proportion of beet sugar in all sugar deliv-
eries was smaller than in preceding years.

Price Movements of Sugarbeets
and Sugarcane

These shifts in the geographic pattern of sugar
prices affected prices farmers received for sugarbeets

" and sugarcane. For instance, the average price per

ton of beets received by growers increased by only
about 30 percent from 1948-52 to 1968-72 (table 43).
The price basis (sales receipts less marketing
expenses), which was a major factor determining the
price processors paid for beets, increased 26 percent.

Producers of mainland cane fared better in terms
of price increases than sugarbeet growers or produc-
ers of sugarcane in Puerto Rico. Average sugarcane
prices received by growers in Louisiana and Florida
during 1968-72 were 37 percent above those for
1948-52. Grower prices for mainland sugarcane were
essentially a function of the New York price of raw

Table 41—Deliveries of refined sugar by major geographic divisions, averages for 1948/52, 1953/57,
1958-62, 196367, 1968-72, 1973-74

Type of sugar
and period New England Mid-Atlantic North Central Southern Western United States
---------------------------- 1,000 short tons, refined sugar --------c--ccmcnccanannn
Cane sugar:
1948-52 ......... 412 1,745 1,254 1,930 424 5,765
1953-57 ......... 407 1,832 1,379 2,173 473 6,264
1958-59 ......... 422 1,882 1,417 2,404 a77 6,602
1963-67 ......... 402 1,883 1,435 2,493 499 6,712
1968-72 ......... 412 1,969 1,626 2,777 518 7,302
1973 ... e 427 1,944 1,687 2,921 512 7,491
1974 ... o 403 1,886 2,042 2,865 519 7,715
Beet sugar:
1948-52 ......... (V) 2 907 74 545 1,528
1953-57 ......... (V] 10 1,000 75 666 1,751
195862 ......... V] 32 1,267 89 789 2,177
196367 ......... 4 57 1,588 128 941 2,718
1968-72 ......... 8 48 1,863 139 1,089 3,147
1973 ... .o M) 55 1,974 144 1,109 3,282
1974 ... N.A. 21 1,562 103 1,142 2,828
Cane and beet sugar:
1948-52 ......... 412 1,747 2,161 2,004 969 7,293
195357 ......... 407 1,842 2,379 2,248 1,139 8,015
195862 ......... 422 1,914 2,684 2,493 1,266 8,779
196367 ......... 406 1,940 3,023 2,621 1,440 9,430
1968-72 ......... 420 2,017 3,489 2,916 1,607 10,449
1973 ... o 427 1,999 3,661 3,065 1,621 10,773
1974 ... . i 403 1,907 3,604 2,968 1,661 10,543
! Less than .5,

N.A. - Not available.

Source: Sugar Statistics and Related Data, Vol. 1, Bul. 293, Agr. Stabil and Conserv. Serv., U.S, Dept. of Agr.
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Table 42—Comparative trends in quoted wholesale prices of refined sugar
in various areas of the United States

Difference from New York price?
New York
price of Cane sugar Beet sugar
Period refined
sugar Pacific Pacific
Chicago Coast Gulf Southeast Chicago Coast Eastern
------------------------------ Cents per pound B I I I I
1949-52' ... ... 8,24 +.01 +.07 -01 -01 -.16 -.03 -.18
195357 .. oi it 8.79 -.18 -.07 ~15 -11 -.38 -17 -.27
195862 ... .. i 9.41 -.48 -.37 -.23 -.18 ~67 -.39 -.70
196367 oo iiih i 10.76 ~.91 -91 -63 -.55 -1.16 -.87 -1.11
1968-72 ... ... 11.96 -1.03 -1.00 -.88 -.64 -1.03 -1.10 -1.03
1973 0 i e e 14,07 -1.59 -1.69 -93 -.29 -1.69 -1.69 -1.71
1974 ., i i 34.35 -.08 -2.23 -19 -01 -2,28 -2.45 -2.16

! Data for 1948 are not available. 2 Approximate boundaries for these areas are shown in *'sugar reports,’” No. 81, p. 6, U.S. Dept.

of Agr., Agr. Commodity Stabil. Serv., January 1959,

Table 43—Prices of sugarbeets, sugarcane, and sugar in the United States

Processor payments per ton! Price per pound
Crop years Refined sugar, | Refined sugar, | Basis of pay-
{Oct.-Sept.) Beets Mainland Puerto Rico Raw sugar, wholesale, retail, U.S. ment for
cane cane New York New York average beets
-------------- Dollars - - -« - ceeeoo-- B L R R I IPAPP AP 677 ¥ 7 S
1948-52......... 11.20 6.62 7.94 6.04 8.29 10.0 7.00
195357 ......... 11.33 7.13 8.03 6.12 9.07 10.7 7.20
195862......... 11.71 7.63 7.60 6.53 9.76 11.9 7.47
196367 .....ut. . 12.45 8.62 8.29 7.16 10.64 12.29 7.99
1968-72 ......... 14.61 10.55 7.32 8.57 12.40 13.39 9.42
1973/74 ........ 31.66 21.26 8.26 20.39 34.41 23.82 19.95
1974/75 ........ N.A. 49.07 28.90 30.61 39.93 42.78 N.A.
! processor payments onty, % Preliminary.
N.A. Not available,
Source: Sugar Statistics and Retated Data, Vol. 1, Bul, 293, and Voi. |1, Bul. 244, Agr, Stabil. and Conserv. Serv., U.S, Dept. of Agr,

sugar at certain times of the year and the quality (su-
crose content and juice purity) of the cane. Average
raw sugar prices during this period rose only 30 per-
cent. However, the quality of mainland sugarcane
improved substantially. A part of this improvement
resulted from the increasing proportion of mainland
cane grown in Florida where the sucrose content is
higher. The average sucrose content of cane grown in
Louisiana also increased but not to the Florida level.
The average price of sugarcane received by Puerto
Rican growers increased only 4 percent from 1948-52

NONSUGAR SWEETENERS:

The use of certain nonsugar sweeteners, used
partly as substitutes for sugar, increased rapidly after
World War |l. Sugar has two principal economic char-
acteristics; it is sweet, and it is nutritive. All sugar
substitutes are sweet in some degree; some are nutri-
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to 1968-72, much less than the increase in the New
York raw sugar price. A decline in the quality of
Puerto Rican sugarcane was partly responsible.

Because the Hawaiian sugar industry is much more
integrated than those in other areas, statistics show-
ing the price of sugarcane are not available. However,
most of the sugar produced in Hawaii is refined in
California, and the sugar is sold in much the same
area as beet sugar. Consequently, returns to the
Hawaiian sugar industry likely are similar to those for
the beet industry.

RECENT DEVELOPMENTS

tive, others are not. The nutritive sweeteners which
compete with sugar (sucrose) are largely those manu-
factured from starch and known in the United States
as corn sirup and dextrose, although honey, maple,
and other sirups also belong in this category. The



principal nonnutritive substitutes for sugar, saccharin
and cyclamate are manufactured from nonagricultural
materials.

Trends in the Use of Starch Sweeteners

The use of corn sirup and dextrose increased con-
siderably during World War Il when sugar was in
short supply. After the war, when the supply of sugar
increased, the use of corn sweeteners declined to
about the prewar share of the sweetener market and
remained there for several years (38). Beginning in
1957, the consumption of starch sweeteners, particu-
larly corn sirup, started increasing more rapidly than
that of sugar (table 44). During 1957-67, the growth
in consumption of caloric sweeteners (sugar, dextrose,
and corn sirup) by all users averaged 231,000 tons
per year; of this increase, 66 percent was sugar, 8
percent dextrose, and 26 percent corn sirup
(9.70,711,12,13,14). But the average quantity of sugar
consumed was much larger than that of dextrose or
corn sirup. And the rate of increase, based on the
average annual consumption of each sweetener, was
lowest for sugar (1.7 percent), slightly more for dex-
trose (4.6 percent), and highest for corn sirup (6.0
percent).

Most of the starch sweeteners are used by indus-
trial processors of food and other products (67),
although a sizable but declining proportion of sugar is
consumed in households and other nonindustrial
establishments. Nonindustrial use of sugar in the
United States has remained comparatively stable in

quantity, although declining somewhat since 1963.
The use of each of the caloric sweeteners by industry
has increased substantially since 1957 and at about
the same rate for the first 6 years of the period. But
since 1962, the growth rate for sugar has been some-
what slower than that for corn sirup (tables 45, 46,
and 47).

Although the proportions of the various sweeteners
used by all industrial processors has not changed
greatly since 1957, this stability represents an aver-
age of quite diverse trends in individual industries. For
instance, in the baking, canning, and dairy industries,
purchases of sugar increased after 1957, but the rate
was slower than those for other caloric sweeteners so
that sugar has constituted a declining proportion of
the total caloric sweeteners purchased. The beverage
industry is the largest industrial purchaser of sugar,
and in this case sugar maintained its share of the cal-
oric sweetener market at around 95 percent. Sugar
also maintained its share of the sweetener purchases
in the confectionery industry and in the category
labeled “other foods.”

About half the dextrose used in the United States
during this period was delivered to the baking indus-
try, where it was used primarily in products manu-
factured with yeast to assist the process of fer-
mentation. The proportion of dextrose in the baking
industry’s total purchases of caloric sweeteners
declined slightly since 1957, largely because of the
increased use of corn sirup. More dextrose was used
in nonfood industries than in any of the food indus-
tries except baking. Moreover, the use of dextrose for

Table 44—Distribution of principal caloric sweeteners to all U.S. users, 1957-74

Quantity consumed Percentage of total consumed
Year
Sugar Dextrose' | corn sirupl Total Sugar Dextrose | Corn sirup Total
---1,000tons- - - - - - Percent - - -

1957 i iii et inanseannen 7,950 307 737 8,994 88.4 3.4 8.2 100.0
1958 .. .00 ene Ceesesanan 8,210 354 781 9,345 87.8 3.8 8.4 100.0
1959 ......... Vereneenen 8,336 376 832 9,544 87.4 3.9 8.7 100.0
1960 ......... veresaenns 8,423 373 865 9,661 87.1 3.9 9.0 100.0
1961 . .vvun Cereenenrena 8,775 384 889 10,048 87.3 3.8 8.9 100.0
1962 ......0. . vasesseans 8,881 410 987 10,278 86.4 4.0 9.6 100.0
1963 . sestsnasnss . 9,137 464 1,055 10,656 85.7 4.4 9.9 100.0
1964 ... iiiirtvnnnraanen 8,839 463 1,170 10,472 84.4 4.4 11.2 100.0
1965...... ferrsasaaraes 9,183 465 1,189 10,837 84.7 4.3 11.0 100.0
1966 ... vvvne Prenesaann 9,523 459 1,229 11,211 84.9 4.1 11.0 100.0
19672 Lttt ittt 9,488 493 1,134 11,372 83.4 4.8 11.8 100.0
19682 ... iiiiiiia e 10,106 506 1,228
1969 csesaarsrenans 9,884 502 1,264 11,650 84.9 4.3 10.8 100.0
B 7 10,621 554 1,336 12,511 84.9 4.4 10.7 100.0
R T s 10,610 583 1,418 12,611 84,1 4.6 11.3 100.0
1972 . ittt 10,720 545 1,600 12,865 83.3 4.2 12.5 100.0
B R 72 5 10,771 600 1,8503 13,221 81.5 4.5 i4.0 100.0
19742 L. i 10,539 625 2,150° 13,314 79.2 4.7 16.1 100.0

! Dry basis. ? Estimates, > Includes high-fructose corn sirup production,

Source: Sugar Report, Agr. Stabil. and Conserv. Serv,, U.S. Dept of Agr., through 7/75, and Sugar Market News, Agr. Mkt, Serv., U.S.

Dept. of Agr., 8/75 through 1/76,
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Table 45—Sugar deliveries to U.S. processing industries, with sugar deliveries as
percentage of total sugar, dextrose, and corn sirup deliveries, for each
type of industry, 1957-74

Confec-
Year Baking Beverage Canning tionery Dairy Other foods | Nonfoods Total
---1,000 tons - - -

1957 ....... cecernsas 931 945 737 766 330 298 56 . 4,063
1958 ...ttt iinienaa 949 953 751 727 344 307 57 4,088
1959 L. .ihiiiininnnnas 960 1,114 798 733 370 319 54 4,348
1960 . viviiinannann 1.048 1,148 790 804 366 297 65 4,518
1961 . .ciineinnnnnns 1,078 1,210 855 842 395 263 79 4,722
1962 ...... sereesenes 1,120 1,322 847 863 398 267 79 4,896
1963 .. .oiiiniiaannn 1,170 1,436 863 894 436 263 69 5,131
1964 .......... cacens 1,082 1,400 853 865 438 359 61 5,058
1965 .. ivrevnrinennann 1,156 1,560 838 959 452 451 55 5,471
1966 ....... cesrnnaan 1,234 1,740 878 1,000 483 441 75 5,851
1967 .......... ceenne 1,286 1,785 843 1,004 486 424 66 5,894
1968 ....ivevnrseesas 1,396 2,025 923 1,085 516 471 72 6,488
1969 ....iviiiieninas 1,344 2,099 916 1,037 528 442 72 6,438
1970 v ovevinerrienanns 1,468 2,357 928 1,106 547 426 83 6,915
1971 tiniiicie i nnanen 1,356 2,364 1,029 1,052 556 496 93 6,946
1972 Lo iiiiieieinnnas 1,449 2,437 987 1,057 599 508 91 7,128
1973 .ottt onann 1,454 2,469 1,025 1,035 595 502 111 7,191
1974 ........ sesnsenn 1,443 2,350 949 1,019 570 514 128 6,973

Percent of total deliveries of sugar, dextrose, and corn sirup

1957 ciiviiineennenens 81.0 95.4 87.6 71.0 86.6 55.8 47.9 79.8
1958 Li.iieiencannnnnn 78.8 95,2 86.9 68.5 86.2 56.0 42.9 78.4
1959 t.ievvieniannnne 77.7 95.6 86.3 69.0 85.4 55.3 37.5 78.5
1960 . vovvviinnnann 78.9 94.6 85.4 70.2 83.7 55.6 39.4 78.6
1961 ........... senen 78.9 94.4 85.5 70.8 83.5 55.7 39.7 78.9
1962 . ivivivreraannnn 77.7 93.6 84.1 70.2 81.2 51.2 44.4 78.0
1963 ..... cesnsesiens 74.8 94.3 82.7 70.8 79.3 50.0 42.6 77.4
1964 ........ serrenen 72.4 93.9 79.9 68.8 77.1 56.0 39.3 75.8
1965 c.vvennrenarnans 73.6 94.5 80.5 70.6 75.5 61.4 35.7 77.0
1966 ......c0vnnt [N 75.4 95.4 80.3 71.0 76.6 59.2 42.2 77.8
1967 tuvevernennannnn 76.7 95.0 80.2 71.4 76.1 60.6 38.4 78.4
1968 ... .iiiiiiiiannn 77.8 95.3 81.6 72.4 75.1 59.2 38.1 78.9
1969 ...... ceraceanne 77.1 95.3 81.9 71.3 74.0 57.2 36.6 78.5
1970 .ciiininnannnnn 77.4 85.4 81.8 71.5 73.2 54.5 36.6 78.5
1971 covviiineenss cee 76.3 96.5 83.8 69.3 72.1 51.1 39.7 77.6
1972 ........ eesrecan 76.2 96.0 81.9 68.0 72.4 50.5 37.6 76.9
1973 Liiviiiiiiienaen 73.2 92.5 78.1 67.4 69.3 49.8 41.1 74.6
1974 .......hiinsn e 70.2 88.5 72.4 66.7 64.9 50.1 43.8 71.5

Source: Sugar Report, Agr, Stabil. and Conserv. Serv., U.S, Dept of Agr,, through 7/75, and Sugar Market News, Agr. Mkt. Serv,, U.S.
Dept. of Agr., 8/75 through 1/76.
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Table 46—Dextrose deliveries to U.S. processing industries, with dextrose deliveries as percentage
of total sugar, dextrose, and corn sirup deliverias, for each type of industry, 1957-74!

Confec- Other
Year Baking Beverage Canning tionery Dairy foods Nonfoods Total
---1,000 tons---
1957 ........ e 161 20 26 19 9 21 38 294
1958 .. iniiinann 195 20 29 20 8 26 44 342
1959 ........ caas 205 19 27 20 8 36 48 363
1960 .......... . 200 27 27 20 9 25 57 365
1961 .. ..o enenn 199 28 26 22 8 25 64 372
1962 i vivenennss 213 29 24 25 7 27 71 396
1963 ..vvvesnnnns 246 35 31 30 7 30 65 444
1964 ... .vvennnns 231 38 32 37 6 36 66 446
1965 ...... ceesee 229 39 33 36 6 37 68 448
1966 «ccvvevonens 217 35 34 34 7 41 69 438
1967% ..., 200 43 34 42 6 95 73 493
19687 ........... 199 32 35 a4 6 110 80 506
1969 ........ “ee 192 20 33 45 6 121 85 502
1970 s vevensnnnne 206 10 36 52 7 145 98 554
1971 (ineienenann 187 9 35 57 8 196 91 583
1972 i iiininennns 164 9 32 60 7 183 90 545
19732 ... ..., 197 15 41 62 7 182 96 600
1974% ... ....... 221 18 49 59 8 172 98 625
Percent of total deliveries of sugar, destrose, and corn sirup

1957 L ivvvennnone 14.0 2.0 3.1 1.8 2.4 3.9 32.5 5.8
1958 L.ivnvennans 16.2 2.0 3.4 1.9 2.0 4.7 33.1 6.6
1959 ... 00nnen . 16.6 1.6 2.9 1.9 1.9 6.2 33.3 6.5
1960 ...... veeees 15.1 2.2 2.9 1.7 2.1 4.7 34.5 6.4
1961 . ..evnveeane 14.5 2.2 2.6 1.8 1.7 5.3 32.2 6.2
1962 . .vevenenans 14.8 2.0 2.4 2.0 1.4 5.2 39.9 6.3
1963 ciievnnannnn 15.7 2.3 3.0 2.4 1.3 5.7 40.1 6.7
1964 ..... [P 15.4 2.5 3.0 3.0 1.1 5.6 42.6 6.7
1965 ...... cessen 14.6 2.4 3.2 2.7 1.0 5.0 44,2 6.3
1966 . ocevnnnnns 13.2 1.9 3.1 2.4 1.1 5.5 38.7 5.8
1967 .cvvvnnennns 12,0 2.3 3.2 3.0 .9 13.6 42.4 6.5
1968 ..o vuenns 111 1.5 3.1 2.9 .9 13.8 42.3 6.2
1969 ..ivnecenenn 11.0 K] 2.9 3.1 .8 15.7 43.1 6.1
1970 . cevenvoenns 10.8 4 3.2 3.4 .9 18.5 43.2 6.3
1971 ciineencnnns 10.5 4 2.8 3.8 1.0 20,2 38.9 6.5
1972 ...... seseee 8.6 4 2.7 3.8 .9 18.2 37.2 5.9
1973 . iiiieiianne 9.9 .6 3.1 4.0 .8 18.1 35.6 6.2
1974 ......... e 10.7 7 3.7 3.9 .9 16.8 33.6 6.4

! Dry basis. ? Estimates.

Source: Sugar Report, Agr. Stabil. and Conserv, Serv,, U.S. Dept. of Agr., through 7/74, and Sugar Market News, Agr. Mkt, Serv.,
U.S. Dept. of Agr., 8/75 through 1/76.
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Table 47—Corn sirup deliveries to U.S. processing industries, with corn sirup deliveries as percentage
of total sugar, dextrose, and corn sirup deliveries, for each type of industry, 1957-74!

Confec- Other
Year Baking Beverage Canning tionery Dairy foods Nonfoods Total
---1,000 tons- - -
1957 . iiiiiiaian 59 26 78 294 42 215 23 737
1958 ... i 61 28 84 314 47 215 32 781
1959 . .iviierennas 71 33 100 309 55 222 42 832
1960 .cvevurannse 80 38 108 322 62 212 43 865
1961 .. vvrenonns 90 44 119 326 70 184 56 889
1962 it iinenans 109 62 136 342 85 227 28 989
1963 .. iveivennnn 148 51 150 338 107 233 28 1,055
1964 ... i raan 182 53 182 355 124 246 28 1,170
1965 . .cv .t inenan 185 52 170 363 141 247 31 1,189
1966 ....vvveenns 186 49 180 374 141 263 34 1,229
19677 Liiieinann. 190 50 174 360 147 180 33 1,134
1968% ........... 200 68 173 370 165 215 37 1,228
19692 .... “ne 208 84 170 373 180 209 40 1,264
1970 cecenaanna 223 105 171 389 193 211 46 1,336
7 234 76 164 408 207 279 50 1,418
1972 L iiiiiinenns 288 91 186 438 221 315 61 1,600
1973* % ..., 336 185 246 440 257 324 63 1,850
19742 % ..., 392 288 314 450 300 340 66 2,150
Percent of total deliveries of sugar, dextrose, and corn sirup

1957 thieennennnn 5.0 2.6 9.3 27.2 11.0 40.3 19.6 14.4
1958 ..... P 5.0 2.8 9.7 29.6 11.8 39.3 24.0 15.0
1959 . ...... . 5.7 2.8 10.8 29.1 12,7 38.5 29.2 15.0
1960 s ovvvsesnnan 6.0 3.2 11.7 28.1 14.2 39.7 26.1 15.0
1961 (... hinne 6.6 3.4 11.9 27.4 i4.8 39.0 28.1 14.9
1962 ... v eenenn 7.5 4.4 13.5 27.8 17.4 43,6 15.7 15.7
1963 L ivvvrenaasa 9.5 3.4 14.3 26.8 19.4 44.3 17.3 15.9
1964 ... vnnnnns 12.2 3.6 17.1 28.2 21.8 38.4 18.1 17.5
1965 ...vviennnn 11.8 3.1 16.3 26.7 23.5 33.6 20.1 16.7
1966 coovnveneaan 11.4 2, 16.6 26.6 22.3 35.3 19.1 16.4
1967 . evenenrenns 11.3 2,7 16.6 25.6 23.0 25.8 19.2 15.1
1968 ... ivnennn 11.1 3.2 15.3 24,7 24.0 27.0 19.6 14.9
1969 ..o vei i 11.9 3.8 15.2 25.6 25,2 27.1 20.3 15.4
1970 Lo vevinnnan 11.8 4.2 15.0 25.1 29.9 27.0 20.2 15.2
1971 tiieraennnas 13.2 3.1 13.4 26.9 26.9 28.7 21.4 15.9
1972 ...... PP 15.2 3.6 15.4 28.2 26.7 31.3 25.2 17.2
1973 i e ecnernnnn 16.9 6.9 18.8 28.6 29.9 32.1 23.3 19.2
1974 . .. vvinneens 19.1 10.8 23.9 29.4 34.2 33.1 22.6 22.1

L Dry basis, 2Estimates. ? Includes high-fructose corn sirup production,

Source: Sugar Report, Agr. Stabii. and Conserv, Serv,, U.S. Dept of Agr,, through 7/75, and Sugar Market News, Agr. Mkt, Serv., U.S.

Dept. of Agr,, 8/75 through 1/76.

nonfood purposes increased. These nonfood uses are
mostly in products which involve fermentation, and in
this respect these uses are similar to those of the
baking industry.

The confectionery industry was the largest user of
corn sirup, although the proportion going to that
industry has declined somewhat since 1957. Corn
sirup in the confectionery industry is largely used in
the production of hard candies. It is very difficult to
manufacture hard candy of good quality without corn
sirup, which has averaged about 40 percent of the
mixture in recent years. Comparatively little corn sirup
has been used by the beverage or nonfood industries,
but the other industrial groups have purchased sub-
stantial amounts.

By 1965, the distinction between corn sirup and
dextrose became somewhat blurred. As presented, the
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figures for dextrose refer to a highly refined product
which has been crystalized and prepared as a dry
product, although some of it may be converted to lig-
uid form before sale. Corn sirup consists of a liquid
containing a number of saccharides (sugars) in vary-
ing proportions. One of these saccharides is dextrose.
The solid matter in some of the material sold as corn
sirup contains as much as 96 percent dextrose. Such
sirup can be used in some products as a substitute for
crystalline dextrose, and this doubtless has had some
effect on trends in the use of these products.

The average industrial use of caloric sweeteners
during 1957-66 increased by about 264,000 tons per
year (table 48). This was somewhat faster than the
increase in total usage. Increased consumption of
sugar accounted for approximately 72 percent of the
total rise, corn sirup for 22 percent, and dextrose for 6



Table 48—Average annual increase in the use of caloric sweeteners by U.S. food
and other processing industries, 1957-66"

Industry Sugar Dextrose Corn sirup Total
---1,000 tons - -~ -
Canning . . . . ... e s e e e e e e e e 14 1 12 27
DAY o v ot e e e e e e e e 16 *) 12 28
BEVErages . . . . . . v« o v s uame e, 84 2 3 89
Baking . . . . . v v i it e e e e e e e 32 6 17 55
Confectionery . . ... ... vt 29 2 8 39
Otherfood . ... ... ..+ i oeunnn 15 3 5 22
NONFOOO . & v vt it it it e ettt emens 1 3 *) 4
Total . . . . s e e e e e e e e e 191 16 57 264
- Percent - - -

CanniNg . . . . oL e e e e e e e, 1.7 2.6 9.6 2.8
Dalry .« . . . i e e e e e e e e e e e e e e e 4.1 3.9 14.2 5.7
BEVErages . . . . . . ¢ . vt v e e ee e e e 6.5 8.1 7.4 6.6
BaKing . . . . . . e e e e e e e e 2.9 3.0 14.5 3.9
Confectionery ., .. ... .. ... ... 3.4 8.4 2.5 3.2
Otherfood . ... .. ..ot vnenenn 4.4 5.5 2.4 3.7
Nonfood . . . .. ...t i it i a s e 1.9 5.8 0.9 v 2.8
Total . . . .. e e e e e e e e e e 3.9 4.2 6.0 4.3

! Least square trends. 2 Less than 500 tons.

percent. The largest increase in sugar consumption—
44 percent of the total—was in the beverage industry,
where the increase in use of both dextrose and corn
sirup was slight. The next largest growth in the use of
sugar was in the baking and confectionery industries.
These three industries accounted for over three-
fourths of the total increase in deliveries to all indus-
tries.

The largest increase in the use of dextrose during
1957-66 was in sales to the baking industry, although
the percentage rate of increase was slower than in
any other industry. This apparent inconsistency is the
result of the large quantity of dextrose used by the
baking industry and the slow rate of growth in the use
of dextrose in the industry.

Nearly three-fourths of the increased use of corn
sirup has been in the baking, canning, and dairy
‘industries. In the baking industry, sirup with a high
dextrose content appears to have been used to some
extent as a substitute for both sugar and dextrose. In
the canning industry, nearly half of the increase in
the use of caloric sweeteners was in the form of corn
sirup. The most important use in the industry is in
canned fruits where it is commonly used in a mixture
with liquid sugar. The dairy industry’s principal use of
corn sirup is in manufacturing ice cream, sherbets,

"and similar items.

Recent Price Trends for
Caloric Sweeteners

Since the end of World War |[l, the predominant
trend in price of sugar has been slowly upward, with
unusually rapid rises in 1963 and 1974 (table 49). The
price of dextrose declined slowly from 1957 through
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1962. It was unusually high in 1963, although the rise
was not nearly so great as that for sugar. After
declining in 1964 and 1965, dextrose prices increased
in 1966. The 1966 price of dextrose, however, was
only 6.6 percent above 1957, compared with 13.2
percent for sugar. Except for a rise in 1963, corn sirup
prices generally trended downward from 1957
through 1965. There was a slight rise in 1966. The
price of corn sirup in 1966 was 9 percent below that
in 1957, in contrast to the increases in sugar and
dextrose prices. Since 1966, prices of sugar and corn
sweeteners have risen, but generally sugar prices
have increased somewhat more rapidly.

Comparisons of sweetener prices, based on pub-
lished quotations, never exactly represent the price
situation that exists for an individual user. The quota-
tions used for sugar and dextrose represent wholesale
prices in 100-pound bags. Most industrial processors
do not purchase these products on such terms. The
price quotations for all three sweeteners relate to the
New York City market. Much more of each of the
products is used in markets distant from New York
than in that metropolitan area, and price relationships
are likely to be different in other areas. The differ-
ences in the trends of the quoted prices for the vari-
ous caloric sweeteners may reflect, more accurately
than the prices themselves, the shifting advantages to
be obtained by a processor from using a larger or
smaller proportion of one of the noncaloric sweet-
eners (15).

In some industries, increased use of corn sirup
appears to have been caused mainly by its price
decline relative to sugar. In other industries this
change in price relationships was of little or no



Table 49—Prices of sugar, dextrose, and corn sirup, 1957-74

Refined sugar, Corn sirup, New
Year wholesale, Dextrose, New York York City, dry, Dextrose, relative Corn sirup, relative
‘New York City’ City, dry basis? basis? to sugar, dry basis | to sugar, dry basis
---Cents per pound - - - -..Percent - - -
1957 s iineinnenens 9.15 8.32 9.17 91 100
1958 .. iievrnenane 9.27 8.33 9.18 20 99
1959 ..... 9.33 8.13 9.10 87 98
1960 . vvneranannns 9.43 8.13 9.12 86 97
1961 ..vvvernennse 9.40 8.10 9.00 86 96
1962 ...... cessans 9.60 8.04 8.73 84 91
1963 4 .o vvnnneenen 11.94 9.10 9.19 76 77
1964 . cvvivinnnns 10.68 8.85 8.36 83 78
1965 cevvnensasnes 10.22 8.70 8.27 85 81
1966 . vvovnnenesns 10.36 8.87 8.34 86 81
1967 v vvvvnnnenns . 10.62 9.10 8.40 86 79
1968 . .viviinnnean 10.84 9.27 7.85 86 72
1969 ..... theaannn 11.44 9.77 7.80 85 68
1970 . i i vvinnnenns 11.97 10,20 8.46 85 71
1971 . .uvinss e 12.48 10.71 8.77 86 70
1972 L iiieiennnnns 13.09 10.07 5.78 77 44
1973 . v ieennnsnes 14,07 10.79 8.53 77 60
1974 ... e inee . 34.35 12.27 13.21 51 38

! Basls price per 100-pound bag, subject to 2-percent discount, 2 Hydrate, 100-pound bags, iess than cariots, through 1963. Since
April 1964, price is for 600-bag carload, f.0.b., New York, 3 Regular conversion sirup, In tank cars, f.o.b., New York,

Source: Sugar Report, Agr, Stabll. Conserv, Serv,, U.S, Dept. of Agr., through 7/75,

INFLUENCE OF CORN SIRUP-SUGAR PRICE RATIO ON THE USE
OF CORN SIRUP IN SELECTED INDUSTRIES, 1957-1966
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importance. During 1957-66, a decline in the corn sir-
up-sugar price ratio of 0.10 percent was accompanied
by an increase of 3.5 percentage points in the total
quantity of sugar plus corn sirup used in the canning
industry (except in 1964, when an exceptionally high
price for sugar distorted the ratio) (fig. 2). in the dairy
industry, the increase was 5.4 points, and in the bak-
ing industry, 3.9 points.

In other industrial uses, primarily beverages and
confectionery, there appeared to be little relationship
between changes in the corn sirup-sugar price ratio
and the percentage of corn sirup used in the industry.
Such use was small in the beverage industry and the
advantage of lower cost in using an increased propor-
tion of corn sirup in sweetening beverage products
was apparently offset by quality considerations.
Although the confectionery industry was the largest
user of corn sirup, the reduction in costs that might
have been made by increasing the proportion of corn
sirup used appears to have been offset by adverse
effects on quality which might have accompanied the
change.

In the canning, baking, and dairy industries, quality
problems either did not arise or the larger proportions
of corn sirup may have improved the quality. On the
one hand, the recent development of sirups contain-
ing high percentages of dextrose appears to have
encouraged the increased use of sirup in the baking
industry. On the other hand, the increased use of sir-
ups containing a high proportion of maltose by the
confectionery industry, plus lower prices for corn sir-
up, has not resulted in an increased proportion of corn
sirup in the caloric sweeteners used in that industry.

Trends in the Use of
Noncaloric Sweeteners

Saccharin has been the noncaloric sweetener used
in significant volume in the United States in the sev-

enties, although cyclamate and mixtures of these
were used extensively in the sixties. Saccharin -has
been used since early in the 20th century. Commer-
cial production of cyclamate began in the fifties, and
the use of mixtures of these became common early in
the sixties. Comparatively few statistics are available
concerning the production and consumption of sac-
charin and cyclamate. However, the use of saccharin
prior to the sixties appears to have been confined
largely to persons who, for reasons of healith, could
not use sugar, although during periods of wartime
shortages of sugar saccharin use became more wide-
spread. The use of cyclamate increased slowly during
the fifties.

The most rapid growth in the use of saccharin-

- cyclamate mixtures was in soft drinks and in dry bev-

erage bases. There was also considerable growth
early in the sixties in retail sales of saccharin-
cyclamate mixtures. Increased consumption in non-
beverage food industries, such as canning, bakery,
and confectionery, was appreciable but much slower.
By 1967, noncaloric sweeteners, measured in terms
of sweetening power relative to sugar, accounted for
6 to 7 percent of the approximately 12 million tons of
caloric and noncaloric sweeteners consumed in the
United States.

One unfavorable characteristic of both saccharin
and cyclamate is that, in addition to tasting sweet,
each has an off-flavor which is objectionable to many
users. When saccharin and cyclamate are mixed, the
sweetness is, in effect, additive, but the off-flavors are
not. Consequently, it is possible to attain a higher
degree of sweetness in various products without
noticeable off-flavors by using mixtures of the two
than can be attained by using either product alone. As
a result, the use of mixtures increased rapidly. The
use of cyclamate has been banned for several years;
and a recent ruling requires that products containing
saccharine, except those already on store shelves,
carry warning labels.

RETROSPECT AND PROSPECT

Perhaps the most prominent, nearly universal, and
continuous feature of the economic development of
the sugar industry in past centuries has been the
influence of governmental regulations on production,
trade, and price (77). These influences can be traced
in considerable detail since the establishment of the
sugar industry in the Western Hemisphere following
the discovery of America. They were probably
important before that time, but very little information
is available concerning governmental controls of the
sugar industry before its establishment in the New
World.

The attempt to compel all shipments from a colony
to be made to the mother country was one of the first
features of government regulation of the sugar trade
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to assume importance in connection with the sugar
industry in the New World. This was part of the
attempt, made by all European countries with col-
onies, to make their colony a source of profit to the
mother country. The early shipments of sugar were of
very poor quality, because of the lack of needed
machinery and skills in the colony. This led to the
establishment of sugar refining plants in European
countries. These refiners tended to become the center
of the sugar trade in Europe, both as purchasers of
raw sugar and as distributors of the refined product.
Sugar also soon became a favorite object of tax-
ation, usually in the form of excise taxes or import
duties on raw sugar. in this way the European count-
ries obtained revenue from their colonies. The objec-



tion of the colonists to having profits reduced by such
taxes was sometimes countered by the claim that the
revenue was needed to help pay the expense of pro-
tecting the colony from its enemies in Europe and
America.

In these respects, sugar did not differ greatly from
other products produced in the colonies for export to
Europe. It was, however, for a long time the most
important of these products except for gold and silver.
Not until the development of the beet sugar industry
in the 19th century was there any important com-
petition in Europe or the United States for cane sugar,
which could be produced only in a tropical climate.
The Western Hemisphere was the principal source of
such sugar, although supplies from Asia, Africa, and
Australia competed with those from the Americas.

Under these circumstances of limited competition,
the absence of any effective substitute for cane sugar
and the universal desire of consumers for a product of
such pleasant taste, the sugar producing colonies of
the world were generally prosperous. And the “sugar
isles” of the Caribbean were among the most valuable
colonial possessions of European nations.

Despite these favorable circumstances, the system
had certain weaknesses which produced more or less
chronic difficulties between colonies and mother
countries. The regulation of the sugar trade largely
ignored the economic advantages of trade in sugar
and other commodities among colonies without the
necessity of shipping the goods to Europe and back
again. Of course, people in the colonies frequently
managed to ignore those regulations that interfered
most with their business operations. The usual result
of this was smuggling, frequently involving both sugar
and other commodities.

The smuggling of sugar was of great advantage to
the people living in colonies where little or no sugar
was produced. The 13 English Colonies on the main-
land of North America were the largest and most pop-
ulous of such areas. Also they possessed articles for
export, such as lumber, salt pork, and dried fish,
which were needed in the sugar producing areas.
Often, the most advantageous place for trading was
with Spanish or French colonies rather than English
sugar producing colonies. Such smuggling deprived
the English Government of the revenue it hoped to
collect, and it limited the size of the market served by
the English sugar producing colonies.

Although difficulties with the sugar trade
undoubtedly were a factor causing the Revolutionary
War, the independence of the United States resulted
in less change in governmental control of the sugar
trade in this country than might have been expected.
The new Government needed money, and it promptly
imposed import duties on the product. And the con-
sumers gained little or nothing in the way of lower
prices. Also, following the Louisiana Purchase in
1803, the import duty incidentally provided protection
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for the first domestic sugar industry in the United
States. This was the beginning of protection for the
domestic sugar industry which has since continued in
some form, as tariff, subsidy, or quota.

The first serious competitor for sugar obtained from
sugarcane was the appearance of sugar from sugar-
beets in the first half of the 19th century. This first
became of commercial importance in European count-
ries which formerly imported cane sugar. In France,
Government regulations gradually assumed the func-
tion of protecting the beet industry and providing less
attention to the sugar trade with French colonies.
Other European countries with no sugar colonies, par-
ticularly Germany, Austria-Hungary, Italy and Russia,
gradually adopted subsidy systems for their sugarbeet
industries similar to those developed by France. Late
in the 19th century, increased production of beet
sugar in these countries led to the payment of export
subsidies as a means of disposing of part of their sup-
plies. At this point, a nation such as France had
shifted from obtaining revenue for itself from a colo-
nial sugar industry to supporting a domestic industry
at considerable Government expense.

No beet sugar industry was developed in England
in the 19th century. Rather, England gradually adop-
ted free trade in sugar and became the principal
recipient of subsidized sugar exports from various
European countries, thus becoming part of the Euro-
pean beet sugar system. This acceptance of cheap
subsidized sugar is the most important instance in the
history of sugar marketing of a country neglecting the
interests of its own sugar industry, and that of its col-
onies where sugarcane was grown, to obtain the
advantage of cheap sugar for its consumers. The
United States, to which European countries also
exported beet sugar, reacted differently. It soon moved
to protect its domestic sugar industry by establishing
countervailing duties equal to the export subsidies
paid by the country in which the sugar was produced.

The cost of subsidies to the governments of various
European countries was a major factor bringing about
the negotiation of the Brussels Sugar Convention of
1902, the first international sugar agreement and the
only one dealing primarily with beet sugar. The agree-
ment was successful in greatly reducing export sub-
sidies, until World War | created a worldwide shortage
of sugar and export subsidies were no longer a prob-
lem.

Although the United States was not greatly
affected by the sugar export subsidies of Europe,
events following the Spanish-American War produced
marked changes in this country’s regulations affecting
sugar. The tariff remained the instrument of control,
but it was gradually removed from shipments coming
from Puerto Rico and the Philippines. Sugar from
Cuba was granted a 20-percent preferential in tariff
rates. These measures, together with the later addi-
tion of the quota system, largely determined the



sources of U.S.'sugar imports until 1960 when
imports from Communist Cuba ceased.

The first effect of World War | on the world’s sugar
industry was to destroy much of the beet sugar indus-
try in Europe. This greatly increased the demand for
sugar from countries exporting cane sugar. The larg-
est response to this increased demand came from
Cuba. As a result, Cuba became the world’'s largest
exporter of sugar.

The demand for sugar from such tropical exporters
as Cuba following World War | was reduced by the
gradual restoration of the beet sugar industry in Euro-
pe, the reversal of Britain’s sugar policy from free
trade to protection for a newly developing beet indus-
try in that country and tariff preferences for British
colonies and dominions, together with sharply
increased tariffs established by the United States, and
similar protectionist moves by several other sugar-
importing countries. The resulting economic decline in
Cuba and elsewhere led to a succession of attempts
to establish an international sugar agreement primar-
ily for the relief of the sugar industries in exporting
countries. Except for interruptions during World War |l
and one or two other lesser emergencies, attempts to
establish or maintain international agreements for the
protection of countries exporting sugar to the so-
called “world”” market have continued since the twen-
ties and are still in effect.

Until 1975, quota systems and tariff preferentials,
which channeled most of the world's sugar exports to
specific countries, were somewhat reminiscent of the
situation in colonial America when each European
country with sugar producing colonies attempted to
preempt the trade for its own benefit. One result was
to divide the sugar trade of the world into fairly defi-
nite blocks. The price received by the exporter fre-
quently varied substantially with the destination of the
shipment. Political rather than economic consid-
erations usually were the most important factor in
determining the direction of international trade in
sugar and which countries had the greatest access to
markets with higher prices.

The production and marketing of starch sweeteners
and of noncaloric sweeteners has not, in general,
been subject to the same types of Government control
as have characterized sugar throughout its history.
International trade in such commodities is subject to
import duties by most countries. But foreign trade in
these commodities has generally not been large, and
tariffs have been of lesser importance in determining
the volume and direction of trade than has frequently
been the case with sugar.
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Starch and the noncaloric sweetener industries in
the United States have been especially concerned
with regulations relating to labeling and so forth. Use
limiting effects of such regulations appear to have
been even more restrictive in some European count-
ries and sugar-exporting countries. Had regulations
affecting use been less stringent, the consumption of
both starch and noncaloric sweeteners would have
likely increased more rapidly. Still, the consumption of
starch sweeteners in the United States has increased
substantially. Prices of corn and the value of byprod-
ucts have been important factors enabling corn sirup
producers to maintain relatively low sirup prices and
increase their share of the domestic sweetener mar-
ket.

The emergence of high fructose sirup as an article
of commerce in the United States is potentially of
great importance. Technically, it might satisfy 50 per-
cent or more of the total domestic sweetener demand.
The extent of its growth seems primarily dependent
on the relative costs of producing high fructose sirup
and sugar. Commercial production of high fructose
sirup began in 1968 but did not reach a volume of

. much commercial significance until 1974, Trade esti-

mates suggest that sales of such sirups in 1975 may
have equaled about 5 percent of the total sales of sug-
ar, dextrose, and all types of corn sirup. Trade
announcements indicated further increases in manu-

. facturing capacity for high fructose sirup in the United

States and lesser developments in a number of other
countries.

At the present time, high fructose sirup containing
43 percent fructose, 50 percent glucose, and 7 per-
cent higher saccharides is being produced only in lig-
uid form. Commercial production of an uitrahigh fruc-
tose sirup has been announced. Further improvements
are likely. Among the improvements believed possible
by some people in the industry are (1) the eventual
commercial production of sucrose from starch and
(2) the production of sugars, such as glucose, fructose,
and sucrose, from cellulose. These things can be done
in the laboratory at the present time but at costs
which make commercial production uneconomical. In
its present form, high fructose sirup represents the
first nutritive substance equal to sucrose in sweetness
that has been manufactured from a nonsweet sub-
stance. In a sense, it ends an era in which sucrose
occupied an exclusive position. So, these recent devel-
opments in sweetener production, use, and substi-
tutability indicate that the future of sweeteners may
be as interesting as the past.
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APPENDIX A
Sugar, raw and refined: Rate of import duty per pound, United States, 1789-1968

Item Cents per pound

Act of July 4, 1789

ONDrOWN SUGArS . . . . L v v v v v v v e v oot v b e e v a s o e o e e . e e 1.00

On loaf sugars ., ., .. .. e 3.00

On all other sugars . 1.50
Act of August 10, 1790

On loaf sugars ., .. ... e e e e e e e e e e e e e e e e e e e e e e e e e e e 5.00

ONDIOWNSUBAIS . . . & v . v v v v vt e vt n v o v o s s a e s e e e e e e e e e e e e e e e 1.50

Onallothersugars . . . . . v v v v v v v v s vt a v st a e o e e e e e e e e e e 2.50
Act of June 5,179

Same as August 10 1790, except on refined sugar an additional , . . . ... . ... .. v, [N 4.00
Act of June 7, 1795

After June 30 on clayed or lumb sugar shipped to the United States: In

United States vessels, an additionalrateof . . . . .. .. ... ... ... ... ..., e e .. 1.00
In foreign vessels, an ‘additional rate of . . . . .. .. ... ... ... e e e e e e e e e e . . 1.10

Act of January 29,1795

“That after the said last day of March next, the present duties payable upon clayed sugars, shall cease and there

shall be paid upon all white clayed or whité powdered sugars - three cents per pound, and upon all other clayed

or powdered sugars, one-and-one-haif cents per pound.”
Act of March 3,1797

After June 30 next on all brown sugar, an additional dutyof , . ., .. .. ... e e e e e e e . .50
Act of May 13, 1800

On all brown sugar an additional dUtY OF . . . . . o o v vt it e e et et e e e e e e 50
Act of July 1, 1812

LOAfSUGAr . . . . . v i v it i s e e e e e e e e e e s e e e P e . 18.00

White clayed and white powdered sugar . . .« . . .. 0\ ... e e e e e e e e e e 6.00

Brown, and brown clayed sugar , , . ... e e e e e e e e e e e e e e . . e e e 5.00
Act of April 27, 1816 .

ONDBIrOWN SUGAEYS . . . . . v v v vt i s an e it o e oo m e e it o st et s e s e u . e e . 3.00

White clayed or powdered sugar ., . .. ... .... e e e e e e e e e C e e e e e e e e e e . 4.00

LUMP SUGArs . . . . . . v i i i s e e e s e e e e e e e e e e e PR .. 10.00

Loafsugars . . ..., e e e e e e e e e e e e e e e e e e, e e . 12,00
Act of July 14,1832

Brown sugar ‘and sirup of sugarcane,incasks . ., . .. .. ... .. .. P e e e . 2.50

White clayed sugar . . . . . . . 0 it i e e e e e e e e e e e e e e e e e e e e e e e e . .33
Act of August 30, 1842

Raw sugar and on brown clayed sugar . . . . . e e e e e e e e e e e e e e e e e e e e e e 2.50

On all other sugarsnot refined . . . . . . . . . . o i vt v v o s v s o s v i e e e e . P 4.00

Refined sugar, including tinctured, colored, or otherwise aduiterated . . . . ... ... ... e e PR 6.00
Act of July 30, 1846

Thirty percentum ad valorem on sugars of ali kinds ., . . .. ..... e e PR . [
Act of March 2, 1861

Raw sugar . . . . . e e e e e e e e e e e e e e e e e e e e e e e . .75

Refined sugar . . . . . . . . . i e e e e e e e e s e e e e e e e . e e 2,00

Refined sugar, when tinctured, colored or adulferated . . .. ... ... e e e e e e e e P 4.00

(Dutch standard of color test adopted)

Act of August 5, 1861

Sugars not above No. 12 Dutch standard of cotor . . . 2.00

Sugars above No, 12 Dutch standardofcolor ., ., . . ... .. .. 2.50

Refined sugars ., . . . . . . . i ittt it i i e e e 4.00

Refined sugars, when tinctured, cotored or adulterated 6.00
Act of December 24, 1861

Raw sugar and sugars not above No. 12 Dutch standard . . ... .. e e e e e e e e P e e e e e SR 2.50

White and clayed sugars above No, 12 Dutchstandard . . . .. ............. e e e e e e e e . 3.00

Refined sugar . . . . . 0 v v v i e e e e e P P .- .. . 5.00

Refined sugar tinctured or colored or adulterated . . . ...l LUl Il e e e e e e e c e 8.00
Act of July 14, 1862

Sugars not above No. 12 Dutch standard of color . . . . .. e e e e e e e e e e e e e e s . P 2.50

Sugars from No, 12 to No, 15 Dutch standardofcolor . . ... ... ........ e e [ . 3.00

Sugars above No. 15 and not above No. 20 standardof color . , . ... ... .. e e e e e e e e 3.50

Refined sugar and sugar above No, 20 Dutch standardofcolor . .. ... ... ......... PR e 4.00

Refined sugar when tinctured, ¢olored or adulterated , . , . ... ... ... .... e e e e e . 10,00
Act of June 30, 1864

Sugars not above No, 12 Dutch standardofcolor . .. ... ...... fa e e s 3.00

Sugars from No, 12 to No. 15 Dutch standard of color . . - - . . v v v v un. .. . 3.50

Sugars from No, 15 to No, 20 Dutch standard of color . , ., . PP . 4.00

Refined sugar and sugar above No. 20 Dutch standard of color’ P 5.00
Act of July 14, 1870

Sugars not above No. 7 Dutch standard of color . . . . . ..... . . C e et e e e e e s 1.75

Sugars from No, 7 to No. 10 Dutch standard ofcolor . . , . . .. e e e s [ C e e e 2.00

Sugars from No, 10 to No, 13 Dutch standard of color . , . . . e e e e e e e e e e e e e . PR 2.25

Sugars from No, 13 to No, 16 Dutch standard of color . . . . .. e e e e e e e e e e e e e e e 2.75

Sugars from No, 16 to No, 20 Dutch standard of color , . . . . e e e e e e e e e e e e 3.25

Refined sugar and sugar above No. 20 Dutch standard of color . . . ... e e e e e e e e . 4.00

Act of March 3, 187
Increasing exfsting rate of 25 percent

Act of June 3, 1875
All raw sugar from Hawali free as per treaty concluded January 30,1875,

(polariscope text adopted in combination with the Dutch standard in color test)

See notes at end of Appendix A,
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Item

Rate per pound

Refined

Full duty

Cuban

Full duty

I

Cuban

Act of March 3, 1883 (Morrill Act) ... ... ...
Act of October’ 1, 1890 (McKinley Act) . . . . ...

Act of August 17, 1894 (Wilson Bill)
(ad valorem) . . . . ..t it e e e e e e e s

Act of July 24, 1897 (Dingley Bill) .. ... e e
On May 1, 1900 Puerto Rican sugar was
Admitted into'the United States at a
reduction of 85% in the duty,
Beginning with 1901, Puerto Rican sugar
was admitted free in the United States,
In 1902, the duty on Philippine sugars
was reduced 25% from the then pre-
vailing rate of 1.685 on raw sugar.
Effective December 27,1903, the duty on
Cuban sugars was reduced 20% in
accordance with the Reciprocity Act ., . ... ..

Act of August 5, 1909 (Payne Act)
admitted Philippine sugars into the
U.S., free of duty to the extent of
300,000t008, , + v v v v ieae .- PR

Act of October 3, 1913 (Underwood Bill) ., . . ..
1. Duty reduced approxlmateiy 25%
effective March 1, 1914
2. Philippine sugars admitted free,
no limitation,
3. Placed sugar on the free list
effective May 1, 1916. On April 27,
1916, this provision was repealed,

Act of May 27, 1921 (Emergency Tariff Act)

Act of Sept, 22, 1922 (Fordney-McCumber Act)
Tariff Act of 1§30 (Hawley .Smoot Act,
June 18, 193 e e e e e e e e

Proclamation (based on Tariff Commission
Report) by President Roosevelt on May 9, )
1934, effectiveJune 8,1934 . . ... .... ...

Cuban Reciprocal Trade Treaty, proclaimed
on August 24, 1934 effective 'Sept. 3, 1934

President Roosevelt on Sept, 11, 1939
suspended quotas, automatlcahy restoring
duty on Cuban sugar to rate effective
previous to Treaty of 1934 . . ... ... ... ..

Suspension of quotas terminated by President
On December 26, 1939 duty on Cuban sugar
reverted to rate prior to suspension. . . . . . . .

Supplemental Cuban Trade Treaty, proclaimed
D;gember 29, 1941, effective January 5
1

Reciprocal Trade Treaty with Peru proclalmed
June 29, 1942, effective July 29, 1942 , PN

United States Conference on Trade and
Employment, at Geneva. Agreement with
Cuba signed on October 30, 1947, as
effective January 1,1948 ., ... ...... PRI

Torquary Tariff Conference, Agreement with
Dominican Republic and Peru announced
by State Dept. on May 8, 1951, pro-
claimed by President Truman on June 4,
effective June 6,1951 . .. .............

Phitippine Trade Act of 1946 Authorizing
Agreement with the Phillppines signed
on July 4, 1946, effective July 4,

1954; amended by P.L. 83-474 (Act of
July 5 1954) and by Philippine Trade
Agreement Revision Act of 1955,
approved August 1, 1955 authorizing
Revised Agreement signed Sept. 6,
1955, effective:

January 13,1956 . .. ... .% ... 00000
January 1, 1959 . . ...l e
January11962...................
January 1,1965 . . ... ... ... ... ...
January 1,1968 ........... P .

2. 24
Free'

40

1.685

1.685

1.685
1.256

2.00

2,206

2.50

1.875

1.875

1.875

1.875

1.875

.9375

.6875

.625

2.24,
Free'

40

1.685

1,348

1.348
1.0048

1.60
1.7648
2.00

1.50

.90

.90

.75

.50

.50

Cents

Percent

Cents

3.5
.5

1.95
1.36

2.16

2.39

2,65

1.9875

1.9875

1.9875

1.9875

1.9875

.99375

72875

6625

1.95

1.56

1.52
1.088

1.728
1.912
2.12

1.59

.954

.795

.795

.53

.53

! A bounty of 2 cents per Ib. was paid by the Government on domestic production, ?plus 1/8 cents per pound,

See notes at end of Appendix A,
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APPENDIX B

Chronology of Principal U.S.

Government

ugar Controls During

World War ll, 1939-1947

September 11, 1939—The President suspended
sugar quotas under the Sugar Act of 1937. As pro-
vided in the Reciprocal Trade Agreement of 1934
with Cuba, the tariff on raw sugar from Cuba was
increased from 0.90 cent per pound to 1.50 cents
when quotas were suspended.

December 26, 1939—The President restored sugar
quotas, and the tariff on raw sugar from Cuba was
lowered from 1.50 cents per pound to 0.90 cent.

August 14, 1941—First ceiling price established by
the United States Government in the World War |
period was for sugar at 3.50 cents per pound, raw
sugar, duty paid, basis New York City.

January 5, 1942—Ceiling price of raw sugar was
raised to 3.74 cents per pound, basis New York
City, with small differentials for other refining
ports.

January 28, 1942—The U.S. Government, through
the Defense Supplies Corporation, contracted for
the purchase of the entire 1942 Cuban sugar crop,
except for the quantity needed for consumption in
Cuba, for 2.65 cents per pound, raw value, f.0.b.
Cuban ports. The equivalent of approximately
700,000 tons of sugar was purchased in the form
of invert molasses under the contract, which speci-
fied that one-third of the crop was to be processed
into invert molasses.

April 14, 1942—The President suspended sugar quo-
tas under the Sugar Act of 1937.

May 1, 1942-—Sugar rationing was established for
industrial and institutional users.

May 5, 1942—Sugar rationing was established for
household consumers.

June 9, 1942—The President of the United States
and the Prime Minister of Great Britain jointly
authorized the creation of the Combined Food
Board to recommend international allocations of
sugar and other foods in short supply.

April 3, 1943—The U.S. Government contracted for
the purchase of 2,700,000 tons of Cuban raw
sugar for 2.65 cents per pound, f.o.b. Cuban ports.
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The purchase contract provided that Cuba would
limit the total production of sugar in Cuba in 1943
to not more than 3,225,000 tons of raw sugar.

September 22, 1943 —-The U.S. Government con-
tracted for the purchase of the 1944 Cuban sugar
crop, with the exception of 200,000 tons for con-
sumption in Cuba, for 2.65 cents per pound, f.0.b.
Cuban ports.

April 1, 1944—The U.S. Government contracted for
the purchase of invert molasses from the 1944
Cuban sugar crop. The quantity of 1944 crop Cuban
raw sugar previously contracted for from Cuba was
reduced sufficiently to permit the production of the
invert molasses.

September 3, 1944—A uniform ceiling price on raw
sugar, duty paid for all refining ports, was estab-
lished at 3.75 cents per pound by the U.S. Govern-
ment.

April 26, 1945—The U.S. Government contracted for
the purchase of the entire 1945 crop of Cuban sug-
ar, less 454,320 tons for consumption in Cuba and
“‘free’” export chiefly to Latin America, at 3.10
cents per pound for raw sugar, f.0.b. Cuban ports.

February 10, 1946—The ceiling of raw sugar, duty
paid, was raised to 4.205 cents per pound.

July 1, 1946—The International Emergency Food
Council took over the activities of the Combined -
Food Board.

July 16, 1946—The U.S. Government contracted for
the purchase of the 1946 and 1947 crops of Cuban
sugar, less 704,196 tons in 1946 and 738,270
tons in 1947 for consumption in Cuba and “'free”
export chiefly to Latin America. The basic minimum
price for the 1946 crop of Cuban raw sugar was
3.675 cents per pound f.o.b. Cuban ports; that for
the 1947 crop was the highest price actually paid
by the United States for any of the 1946 crop of
Cuban sugar. These prices were subject to increase
in the event of certain contingencies.

September 18, 1946—The ceiling price of raw sugar,
duty paid, was raised to 5.575 cents per pound.



November 20, 1946—The ceiling price of raw sugar,
duty paid, was raised to 5.94 cents per pound.

January 18, 1947—The ceiling price of raw sugar,
duty paid, was raised to 6.125 cents per pound.

March 30, 1947—The ceiling price of raw sugar,
duty paid, was raised to 6.185 cents per pound.

June 11, 1947—The rationing of sugar to household
users was ended.

July 28, 1947—The rationing of sugar to industrial

and institutional users was ended. This was the .

last commodity removed from ration control during
"World War 1.

August 6, 1947—The ceiling price of raw sugar, duty
paid, was raised to 6.32 cents per pound.

September 23, 1947—The International Emergency
Food Council announced that sugar-importing
countries would be permitted to exceed their pre-
viously recommended allocations of sugar. This, in
effect, ended international sugar allocations.

October 31, 1947—All price ceilings on sugar were
removed, ending all World War Il price controls
except rent.
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