
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


A V 
HISTORY 
OF SUGAR 
MARKETING 

/ 

U.S. DEPARTMENT OF AGRICULTURE      -     ECONOMIC RESEARCH SERVICE      -     AGRICULTURAL ECONOMIC REPORT NO. 197 



ABSTRACT 

The present U,S, system of regulating the production, importation^ and marketing of 
sugar is an outgrowth of Government regulation of the sugar trade dating from Colonial 
times. Similar systems have developed in most other countries, particularly those which 
import sugar. The U,S. Sugar Quota System has benefited domestic sugar producers by 
providing stable prices at favorable levels. These prices also have encouraged the 
production and use of substitute sweeteners, particularly corn sirup and dextrose in 
certain industries. However, sugar is, by far, the most widely used sweetener in the U.S. 
and is likely to retain this position. 

Key Words:   Sugar, quota, preference, tariff, refined, raw, sweeterners, world trade, 
history. 

PREFACE 

This report is a product of various studies of the economics of the sugar industry 
throughout the world, some of them dating from the 1930's. The analysis of events since 
World War 11 is largely a product of current studies on "The Economics of Marketing of 
Sugar." 

Washington, D.C. 20250 February 1971 
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SUMMARY 

It took 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 Spanish and Portuguese islands in the 
Atlantic Ocean off the coast of Africa. However, the 
establishment of 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. 

Aside from precious metals, sugar was the first 
commodity shipped in commercial quantities to 
European countries with colonies in the New World, and 
sugar colonies became valuable possessions of the 
European countries controlling them. Since each 
country attempted to control the trade with its colonies 
so as to benefit its own nationals in Europe and this was 
not always beneficial to the colonists, disputes became 
fairly common and much smuggling developed. This was 
particularly notable with respect to English colonies. 
Those on the mainland of North America where little or 
no sugar was produced were anxious to trade their own 
surplus products for sugar and molasses produced in the 
Caribbean in Spanish and French as well as English 
colonies. The tariff and other trade restrictions 
established by England were greatly resented in the 
mainland colonies and this was a factor leading to the 
Revolutionary War. 

Ironically, one of the first Acts of the United 
States Congress, 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 Louisiana. 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 nineteenth 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 sugarcane producing 
areas throughout the world. 

The structure of the United States 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 
reduction from the rate applicable to other nations. 

Sugar shortages during World War I 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. In modified form these features still 
remain in effect. 

Protection, which since the end of World War II has 
led to somewhat higher sugar prices in the United States 
and most other sugar importing nations, has also 
encouraged the production of nonsugar sweeteners and of 
attempts to produce sugar from sources other than 
sugarcane and sugarbeets. The most important of these 
competitors are the starch sweeteners, commonly known 
in this country as corn sirup and dextrose. The 
noncaloric sweeteners, saccharin and cyclamate have also 
increased greatly in importance. The most promising 
new sources of sugar appear to be the sweet sorghums 
and corn stalks of a variety which produced very few 
kernels. Also the recent development of methods of 
producing lévulose from starch, in the form of a sirup 
containing enough lévulose to make a product 
considerably sweeter than ordinary corn sirup, appear to 
be of potential economic importance. 
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INTRODUCTION 

Cane sugar has been an important article of food 
in certain parts of the world for several thousand years. 
It has been an important commodity in international 
trade since shortly after the discovery of America. 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 counAy now produces a large 
amount of cane and beet sugar for domestic con- 
sumption. 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 consumers 
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 its principal competitors in the United 
States and, to some degree, in other countries. It is 
particularly concerned with countries from which the 
United States has obtained large supplies. The influence 
of Government poHcies towards sugar in the United 
States and other countries receives much attention. Also, 
trade in sugar among nations is examined, since this 
trade has considerable indirect effect on the situation in 
the United States. 

II.  SUGAR BEFORE THE DISCOVERY OF AMERICA 

Early Sweeteners 

The oldest sweet substance known to be used 
except fruits and other plant materials containing sugar 
is honey. The principal ingredient of honey is a mixture 
of two sugars, dextrose and lévulose. A rock painting of 
the Paleolithic period found in a cave in Spain pictures a 
man robbing a store of wild honey (3fl). ' 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 countries. It was the most important 
sweetener used in Western Europe until the 16th 
century. Honey was also used by the Indians in various 
parts of the Western Hemisphere when Europeans first 
arrived and explored the area. Although the natives in 
America obtained their honey from different species of 
bees  than  those  present  in Europe and Asia, early 

^Underscored numbers in parentheses refer to items in the 
Literature Cited, p. 118. 

European settlers brought honey bees from Europe and 
these have now become the common honey producers in 
North and South America. 

Attempts have been 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 
California, it is possible that this was the source of the 
sweet products prepared by those Indians (18). The 
sweet inpedients of these is supr, usually sucrose but 
sometimes dextrose or lévulose. 

The best-known sweetener indigenous to the New 
World was maple sirup or sugar. These materials 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 the 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 
Philippines, Hawaii, and other places. The manufacture 
of sugar from sugarcane occurred first in India. The date 
when it was first produced is unknown, but Deerr (|0) 
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 
recovering sugar from it gradually spread westward into 
Persia, Asia Minor, Egypt, and across northern Africa to 
the Atlantic. It also reached southern Europe, 
particularly 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 migratipn of sugarcane and sugar 
was extremely slow. Probably, there was a lapse of about 
2,000 years between the beginning of sugar manufacture 
in India and the appearance of the industry 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> 

Move meirt Across Northern Africa 

The growing of sugarcane and production of sugar 
did not reach the Mediterranean region until the seventh 
and eighth centuries when it was introduced by the 
Moslems after their conquest of northern Africa and 
Spain. The Arabs had not known of sugar in their 
homeland, but had become acquainted with it as a result 
of their conquest of Persia. 

Knowledge of sugarcane and sugar among 
Europeans was greatly increased during the Crusades. 
Sugarcane was an established crop in parts of the area 
occupied at times by the Christians. The cultivation 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 15301t had declined to 700 tons as production in 
the New World was becoming established (20). ^ 

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 produce 
any great change in this situation. Honey continued to 
be the most important sweet available to most 
Europeans. However, the spread of sugar production 
from India to the eastern shores of the Atlantic made it 
possible for early explorers to transport sugarcane across 
the ocean easily and develop the production of sugar in 
newly discovered America. 

III.   THE COLONIAL PERIOD IN THE AMERICAS 

The development of the sugar industry in America 
began shortly after its discovery by Columbus, who is 
reported to have brought sugarcane from the Canary 
Islands on his second voyage. Hiis was planted on some 

2 
Quantities referring to sugar pîodueed or traded come from 

many sources. Exact measurement in long, short, or metric tons 
is given where possible. 

Caribbean Island, probably Hispaniola, in the part that is 
now the Donühican RepubHc. 

Portupit^C^ony: BrazU 

The first development of a sugar industry of 
commercial 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. While 



the exact date of the introduction of sugarcane into 
Brazil is uncertain, there is a record of duty paid on 
sugar from Brazil at the Lisbon custom house 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 country. The output 
of sugar was greatly reduced by the Dutch occupancy, 
because the Portuguese proprietors were generally 
dispossessed and production was disorganized. 
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 
producer of sugar in the world and the sugar trade 
contributed 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 their 
attitude toward Portuguese proprietors of sugar 
properties caused a decline in sugar production there. 
Consequently, the center of worid sugar production 
gradually shifted to the Spanish colonies in the New 
Worid. Sugar production had become established in the 
Canary Islands. While 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, and the venture failed. 

The Spaniards reintroduced sugarcane to 
Hispaniola around 1520; the exact date is uncertain. In 
1530, 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 revolutionary 
activities interfered with operations, production 
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 was being 
grown extensively there when they were discovered by 
Magellan in 1521, and low-grade sugar was being 
produced. 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 Phihppines to the Pacific Coast of America are 
recorded from about 1800. These reached a peak in 
excess of 300,000 tons in 1894 (5i). 

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 rehgious order of the 
Catholic church. The growth of the industry in Negros in 
the 19th century was extensive, but technology did not 
develop beyond the level reached elsewhere in the 18th 
century. After the Spanish-American War, the United 
States disposed of the church lands to private 
entrepreneurs. Negros remains the largest source of sugar 
production in the Phihppines. 

British and French Colonies 

Other European countries envied the sugar profits 
made by the Portuguese and Spanish. In addition to the 
Dutch efforts in Brazil already mentioned, Britain and 
France were active in acquiring sugar, first by attacks on 
Spanish shipping and settlements by which they hoped 
to capture valuable merchandise including sugar. 
Sometimes they succeeded. Often, more permanent 
territorial conquests followed which made possible the 
estabHshment 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, and British Guiana and Brirish Honduras 
on the mainland. The principal similar French 
possessions 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 
confined to Surinam as 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 piaces where sugar industries still exist, 
outside 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 industries in these 
areas occurred later than in the Americas (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 
developed in Natal on the southeastern coast beginning 
after the area became a British colony in the mid-19th 
century. Sugarcane, however, had been known in this 
part of Africa for some centuries before it was developed 
commercially. 

Unlike South Africa, Austraha was growing no 
sugarcane 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 there was a large Australian sugar company. 

Trade Restrictions 

The production of sugar in the Americas and its 
shipment, primarily to Western Europe, increased 
substantially towards the end of the 18th century. 
During this period, the "sugar islands" were regarded by 
European countries as their most prized colonial 
possessions. However, the changing fortunes of war and 
shifts in the attitudes of various European governments 
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 shipping and customs duties. 
Tariffs on sugar became important sources of revenue 
for all countries whose colonies produced sugar. 

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 single port of Sevilla. The English 
Navigation Acts, first passed in 1650, did not finally 
disappear until 1849. Althou^ the exact provisions of 
these  laws were frequently changed during the two 

centuries of their existence, their general purpose was to 
confine the trade of each colony to shipments 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 
products from the colonies were all to go to England. 
During most of the period, sugar and molasses were 
among the most important items subject 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 supposed 
to be profitable to the government of the mother 
country. The rate of duty in England prior to 1651 was 
5 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 valorem duties that 
year. The law also provided that foreign 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 sugar. 

In 1670, England took the first steps toward 
providing protection for its sugar-refining industry. 
Refining-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, including the 
United States, 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 sugarcane 
sirup were at times produced in South Carolina and 
Georgia. 



With this exception, 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 
(21) as follows: 

"The manufacture of maple sugar is also an 
article of great importance to the State 
(Vermont). Perhaps two-thirds of the 
families are engaged in this business in the 
spring, and they make more sugar than is 
used among the people. Considerable 
quantities are carried to tíie 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 conveniences 
than one or two iron kettles, the largest of 
which will not hold more than four or five 
pailfuls. Under all these disadvantages it is 
common for a family to make two or three 
hundred pounds of maple sugar in three or 
four weeks." 

However, maple sugar and honey were inadequate 
for the needs, or at least the desires, of most of the 
colonists, although statistics showing the volume 
produced 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, business with producers in French 
and Spanish islands was more profitable for colonial 
traders than trade with the British colonies, one reason 
being that 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 Parliament in 1733, levied heavy duties 
on molasses imported into the 13 colonies from foreign 
countries. The colonists, especially in New England, 

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" (5.4). 

New provisions, intended to provide more 
stringent enforcement, were incorporated in the Sugar 
Act of 1764. Althougji the rates on sugar from British 
islands were lower than in the previous act, they were 
considerably higher than rates suggested to Parliament 
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 Pariiament 
passed at this time hampered 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 Caribbean 
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 ñre. 

This and numerous other incidents demonstrate 
the close connection between the sugar trade and the 
American Revolution. John Adams wrote (54) "General 
Washington always asserted and proved that Virginians 
loved molasses as well as New Englanders did. I 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." 



IV.  SUGAR FROM 1783 TO 1864 

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

U^. 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 IH cents on all 
other sugar.^ The United States has maintained import 
duties to the present time on all imported sugar, except 
raw sugar from 1890 to 1894, since their original 
imposition. The primary purpose of the early tariffs was 
to raise revenue for the Federal Government. Between 
1789 and 1860, custom duties, including those on sugar, 
supplied from two-thirds to nine-tenths of the Federal 
Government's total ordinary receipts (61). 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 refining im- 
ported sugar. Before the end of 1789, the rate of duty 
appUcable to loaf suprs, the best quality avmlable, was 
raiised further to make it even higher, compared with 
the rate on brown (raw) sugar than the orignal 
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 aie 
settlers lacked the skill necessary to obtain granulated 
sugar from the juice in sugarcane stalks. After 1794, 
sugar production in Louisiana increased, and by 1803, 
when the United States purchased the Louisiana 
territory from France, it amounted to a few thousand 

^ A complete list of United States tariff rates on sugar appears in 
Appendix A. 

tons a year (48). This was the first domestic sugarcane 
industry of consequence in territory controlled by the 
United States, 

As soon as Louisiana became a part of the United 
States, the industry there benefited from the protection 
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 Louisiana 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 production gradually increased 
from that time to the outbreak of the Civil War, as both 
population and per capita consumption rose. 

During the years before the Civil War, small 
quantities of sugar were produced in other southern 
States, mainly Texas, Florida, and Georgia. Sugar is no 
longer produced in Texas and 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 
prospered. It was, and still is, confined to the delta area 
in soutiiern Louisiana, where an unusually fertile soil 
and a somewhat warmer climate than prevails in most of 
the State favors the growth of sugarcane. 

Marketing Louisiana Sugar 

New Orleans, from the beginning of sugar 
production, 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 provide 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 markets in the 
Mississippi valley. Early in the 19th century, the largest 
proportion of the 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 Mississippi 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 
Mississippi 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 ssde of sugar 
at auction on the levee. Facilities for handling this 
business were extensively improved and enlarged in 
1830. Ranters 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 percent in the 
1840'sandl850's. 

In addition to selling sugar for their clients, factors 
frequently served as agents for the planters in obtaining 
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 plantation. 
A few refineries were established in the area. The largest 
one was owned by the Louisiana Sugar Refining 
Company of New Orleans. Comparatively little demand 
existed for refined sugar from Louisiana during this 
period, since the market, particularly to the north, used 
raw sugar mostly; 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 one-half 
million tons in 1860, more than 10 times that of 1822, 
the earliest year for which figures are available. Per 
capita consumption increased from 9.5 pounds in 1822 
to 32.6 pounds in 1860; the latter amount is only about 
one-third 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 
(21). In 1860, it amounted to 40,120,000 pounds (56). 
Also 1,598,000 gallons of maple sirup were produced in 
1860 (56). The total, in terms of sugar, equaled 26,451 
tons, adding about 5 percent to the supply of cane sugar 
that year. Additional 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 in these areas, as well as 
being marketed in towns and cities. 

Considerable quantities of cane sirup were also 
produced in Florida, Georgia, Alabama, Mississippi, and 
Texas and in 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 the plant grows in much cooler climates 
than sugarcane does, 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 Qough in 1865 (26). Admittedly, the process 
was slow and uncertain; sometimes no sugar at all was 
obtained. Dr. Harvey W. Wiley and others in USDA con- 
ducted extensive studies on the use of sorghum as a 
source of sugar from 1867 to 1890. While they did not 
succeed in establishing a commercial sugar industry 
based on sorghum, the production of sirup or sorghum 
molasses  developed into a fair-sized home industry. 

The Bureau of Census reported production of 7 
million 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 tons and 108,000 tons of sugar. 
Production gradually declined after 1879 until the 
outbreak of World War I. 

Starch Sweeteners 

That sweet substances could be prepared from 
starch was discovered accidently by Gottlieb Sigismund 
Kirchhof, while working at the Academy of Science, St. 
Petersburg, Russia, during the Napoleonic Wars. 
Kirchhof needed gum arable for use in manufacturing 
porcelain. No gum arabic was available because of the 
continental blockade imposed by the British at that 
time. However, a Frenchman, Bouitt on-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 by which either sirup or sugar could be 
obtained as desired were soon discovered. 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 continental 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. 

However, 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 contained 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, 
although 11 million pounds of dextrose were reported to 
have been produced from potato starch in France in 
1855, and about 55 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 in the early 19th 
century. A small factory near Philadelphia processed 
potato starch in 1831-32. The next plant estaWished in 
this country to make dextrose from cornstarch was in 
New York City in 1864. However, industry sources say 
that the superintendent was apparently the only person 
who understood the process, and the company failed 
soon after his unexpected death. 

The Beet Sugar Industry 

Developments in U.S. sugar production and 
marketing 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 Marggraf, proved that beet sugar is identical 

with that in cane. Nothing much happened as a result of 
this knowledige 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 
commercial 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 discover 
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 sor^um, and from starch. None of these 
were commercially successful, although small amounts 
of sweet substances were obtained in each case. 

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

The practice of protecting the domestic beet sugar 
industry from competition with overseas cane sugar was 
adopted soon after the end of the continental 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. Beèt sugar produced within the 
country was not subject 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 Italy, Holland, Austria, and Russia. 
An attempt was made to estabhsh a beet sugar industry 
in Britain in 1830. The effort did not succeed and the 
production of beet sugar did not become established 
there until much later. The British Government at the 
time was obtaining tax revenue on sugar from its 
Caribbean colonies, and opposed the establishment 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 the 
establishment of a beet sugar industry in England (30). 

Early attempts to establish a U.S. beet sugar 
industry consisted mainly of the construction of four 
small factories between 1838 and 1856. 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 
estabhshed until after the Civil War. 
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V. DEVELOPMENTS IN THE LATTER NINETEENTH CENTURY 

The consumption of sugar in the United States 
declined during the Civil War from an annual average of 
508,000 tons in 1857-1861 to 330,000 tons in 1864. 
Presumably most of the decline was in the Southern 
States where food suppHes were shortest. However, 
recovery in consumption after the war was rapid, 
reaching 505,000 tons in 1866. The increase continued 
and consumption exceeded one milHon tons for the first 
time in 1880; in 1900 it amounted to 2,660,000 tons. 

Decline and Recovery in Louisiana 

The Civil War had a disastrous effect on the 
Louisiana 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 conditions 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 was 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 neighboring mill owner. 

The sale of sugarcane rather than sugar involved 
some new and perplexing problems. Harvested sugarcane 
is a perishable commodity which has to be processed 
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 tone of cane. This device, now commonly stated in 
terms of the percent of sugar in cane juice, is also in use 
today. Thus two of the main features 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 reciprocity with the 
then 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 commercially in Hawaii was made 
in 1802 and the first surviving sugar plantation was 
established in 1835 (31,61). 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 
unusually 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 one million tons in 1930-31. The protective 
effect of coming within the United States 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 U.S. 

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 established at 
Alvarado, Calif., in 1870. It operated through 1967. 
The early beet sugar factories erected in the United 
States were mostly small and many of them operated for 
only a few years. By 1899, there were about 29 beet 



factories in existence, of which all but six had been built 
in 1897, 1899 or 1900. In spite of the expansion in the 
production of beet sugar, surgarbeet 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 industry were immigrants from Europe, 
particularly Germany, who brought a great deal of 
knowledge of the European industry with them, but 
frequently did not succeed in selecting the best sites in 
the United States for the growth of sugarbeets over a 
long-term of years (18). 

The average annual production of beet sugar in the 
United States during the period 1866-1871 has been 
estimated as 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 United 
States 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 
suppHes 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 United States 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 (Figure 1). This amounted to 
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about 6 percent of the total United States 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 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 in spite 
of the continuous protection of the United States 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 appUed, were specified in 
descriptive terms such as raw, brown clayed, loaf and 
refined. In 1861 the Dutch color standards of classifying 
sugar for assessing import duty were introduced, 
although usually in combination with older descriptive 
terminology. The color test was not entirely abandoned 
in the United States for purposes of tariff classification 
untÜ 1913. 

Because of shifts in specifications for various 
classes of sugar it is difficult to make accurate 
comparisons 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 3/4 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 three cents per pound. Also an 
excise tax was imposed on refined sugar from 1862 to 
1869 at rates varying 1.5 percent to three percent of the 
value of the sugar. 

While some reductions were made after the war 
ended, the rate on raw sugar generally remained above 
the pre-Civil War rate until 1891. 

In 1891 raw sugar was admitted to the United 
States free of duty and a subsidy paid to domestic 
producers. This arrangement was in effect from July 
1891, to August 1894. The rate of bounty was two cents 
per pound on domestic production for sugar testing not 
less than 90 degrees by the polariscopic test and 1-3/4 
cents for sugar between 80 and 90 degress. During this 
period refined sugar remained subject to a duty of 1/2 
cent peí pound, thus conüñüing the protection for cane 

sugar refiners. United States imports of raw sugar 
increased about 40 percent during the period it was 
admitted free of duty and those from Cuba by a even 
larger proportion. 

A surplus of funds in the Treasury was the 
principal reason advanced for substituting a bounty to 
domestic producers for 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 benefits obtained from the tariff had been 
less so (53). 

Another feature of the sugar tariff introduced in 
Î890 was a countervaiHng duty of 1/10 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 
producers to encourage the export of surplus quantities 
of beet sugar. One result of this was to encourage 
European exporters to seek markets where there were no 
special duties to offset export subsidies. 

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 wa<î 
subjected. Because Hawaii was independent, pro- 
ducers there did not receive the subsidy granted to 
domestic producers. As a result the production 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. 

United States consumers benefited from cheaper 
sugar during this period. The wholesale price of refined 
sugar in New York 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 
Liberty Street in New York (62). By the time of the 
Revolutionary War several other plants apparently had 
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been established in New York, Boston, Philadelphia 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 using 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 result in a total output of 
1,092,000 pounds. This is about 0.00567 percent of the 
quantity of refined sugar consumed in the United States 
in 1967. 

Reports indicate that in 1836 there were 38 
refineries in the United States, three in New Orleans, 
eight in Baltimore, 11 in Philadelphia, 11 in New York, 
3 in Boston and 1 each in Salem, Massachusetts and 
Providence, Rhode Island. The value of the product of 
sugar refineries was reported to be $2,000,000.00 (62). 
Four years later there were 43 refineries in the United 
States with an invested capital of $5,640,000.00; an 
average of $131,000.00 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 
impartant technological advances were made in the art 
of refining sugar and refineries 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 all, after 1870. 
The average size of the plants did increase as new and 
larger types of equipment become available. From their 
beginning in colonial times sugar refineries were nearly 
all located in port cities which were centers of 
population to whom the product could be sold and 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 earher 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. 

In spite of the rapid increase in sugar consumption 
in the United States, sugar refiners complained of excess 
capacity and low profits. An industry representative 
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 selHng 
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 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 established 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 concerned with 
milk, rubber, cottonseed oil, envelopes, elevators, 
oilcloth, petroleum, meat, glass and furniture. 

The Sugar Refineries Company as originally 
estabhshed had eight sugar refining corporations as 
members. These were soon joined by others and within a 
few months 20 refiners were included; 11 of these were 
in New York, four in Boston and the other five in 
Portland, St, Louis, New Orleans and San Francisco. The 
company reduced the number of plants that continued 
to operate to 10. It is estimated that the original 20 
plants had a combined daily capacity of 33,500 barrels. 
Yet the 10 plants which continued in operation had, as a 
result of better management, a capacity of 34,000 
barrels. Only five refineries remained independent, 
which are reported to have 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 exhanged for trust certificates issued 
by the holding company. The affairs of the Sugar 
Refineries Company were managed by 11 trustees. All 
dividends of the member companies were paid to the 
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Sugar Refineries Company and redistributed 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 industry, could still 
receive an income. By closing certain plants and 
operating the remainder at more nearly full capacity, the 
output of the industry could be maintained, 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 substantially 
above those of 1887 and the immediately preceeding 
years. However, the operations of the company were 
soon challenged on legal grounds and the charter 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 consumption continued 
to increase, the gain in 1891 over the previous year 
amounting to 23 percent. This gain was generally 
attributed to cheaper sugar resulting from a reduction in 
the tariff. Increased volume doubtless helped to offset 
the adverse effect of lower margins 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 in 1892 
controlled about 90 percent of the sugar refining 
capacity of the United States. The principal competition 
that remained was with semirefined sugar produced in 
LxDuisiana. This was made in mills which processed 
sugarcane and in place of selling raw sugar to the 
refineries, manufactured a product intermediate in 
quality between raw and refined sugar. While accurate 
data are not available, most of the sugar produced in 
Louisiana during this period appears to have been sold as 
raw sugar. Another source of competition, which was 
developing, 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 Arrterican Sugar Refining Company, 

much as had happened in 1888 and 1889. However, as in 
the earUer 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 
one-pound paper bags or cartons. These packages 
became very popular and the company presently began 
seUing 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 
American 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 National Sugar 
Refining Company. The new organization soon appeared 
to be working in harmony with the American 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 consideration 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 
during 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 
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century. By 1866 world beet sugar production had 
reached 741,000 tons, 33 years later in 1899 it mounted 
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, 
Germany, France, Holland, and Belgium alone provided 
57 percent of the world total. Sugar production in these 
countries, and to a lesser extent in some others, 
exceeded consumption therein and caused producers to 
seek export markets. This situation developed gradually, 
beginning in the case of France as early as I860 (28). 

In general the governments uf 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 per 100 pounds of 
raw, 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 one year. 

This type of export subsidy was discontinued by 
France in 1786 but were 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 for 200 pounds of raw sugar. The 
French subsidy for the earlier period benefited only the 
refiners of cane sugar. However, beginning in 1816 
producers of beet sugar who could sell 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 18.91. The subsidy gradually increased over 
time as the sugar content of the beets increased, largely a 
result of scientific research. 

U.S. and English Imports of Beet Su^r 

Most of the beet sugar exported from continental 
Europe in the last half of the 19th century went to 
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, primarily because 
the tariff was higher on refined than on raw sugar. This 
protected sugar refiners in this country. 

England took a different attitude towards 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! 901. 

The timing of England's movement to free trade in 
sugar corresponded rather closely with the rise of export 
bounties by the continental countries. Presumably 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 eariy 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. 
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The same cheap sugar that impoverished the 
British sugar colonies and damaged the refining industry 
was highly beneficial to English consumers and especially 
so to persons engaged in the manufacture of sugar 
containing items such as jams, marmalade, confectionery 
and sweet baked goods. These industries developed 
rapidly using cheap sugar, and in some cases 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 increasingly severe 
financial burden on them. As early as 1851 France began 
looking for ways of removing or at least reducing this 
burden. Beginning in 1863 a number of conferences 
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 
signatories agreed to aboUsh all direct and indirect 
bounties 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. No 
preferences were to be granted to sugar produced in 
colonies. Each country which was party to the 
convention agreed to admit sugar from other member 
countries at the lowest rate of import duty imposed on 
sugar from any other country, and agreed that cane and 
beet sugar would be subject to the same rates of duty. 

TTie convention, with modification and the 
admittance 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 

production remained profitable in most countries where 
it had developed and production began to increase in the 
years immediately prior to World War I. 

The Brussels convention is generally regarded as 
the first effective international agreement regulating 
trade in sugar. Numerous attempts, some of them 
reasonably successful, have followed the effort at 
Brussels. 

Developments in the Corn Wet Mining Industry 

The small beginnings of the production of 
sweeteners from starch which had been made in the 
United States prior to the Civil War were gradually 
expanded after the end of the conflict, first by the 
estaWishment in 1873 of a plant in Buffalo, New York. 
Major outlets for the dextrose produced from 
cornstarch in this plant were to manufacturers of vinegai 
and to the brewing industry. Soon other plants 
producing 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 by which relatively 
pure anhydrous dextrose^ could be produced had been 
developed. Commercially successful methods of 
manufacturing dextrose hydrate were not developed 
until considerably later. Since this development most of 
the conmiercial production of dextrose has been in the 
form of dextrose hydrate rather than anhydrous 
dextrose. 

During the time when methods for producing 
dextrose were being developed, the industry was also 
developing improved ways of producing and marketing 
corn sirup. Sirup represents an intermediate state in the 
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 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 made of the 
sirup. 

Most of the early plants built to produce 
sweeteners from starch in the United States were 
constructed in the northeastern States. Since about 
1880,   however,   production   facilities   have   become 

* Anhydrous dextrose contains no chemically combined water 
in contrast to the more commonly sold product in recent years 
which is dextrose hydrate and which contains one molecule of 
water chemically combined with each molecule of dextrose. 
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concentrated in the Corn Belt, the largest number of 
plants being in Illinois and Iowa. With one exception all 
of plants producing sweeteners from starch have used 
corn as their raw material since 1873. A plant in Corpus 
Christi, Tex., built after World War II, 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 
the late nineteenth century has been called the corn wet 
milling industry, since the corn is softened with water 
before being ground. 

VI. CHANGES IN U.S. SUGAR TRADE FOLLOWING 
THE SPANISH-AMERICAN WAR, 1900-15 

At the end of the Spanish-American War in 1899, 
Cuba, Puerto Rico, and the Philippines were transferred 
to U.S. control, although Cuba's independence was 
recognized in the peace treaty and the United States 
promised eventual independence to the Phüippines. U.S. 
policy towards these territories encouraged 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 and since 1902 
sugar produced there has been admitted to the United 
States free of duty. The import duty on Philippine sugar 
was reduced to 75 percent of the general rate in 1902. 
These islands were allowed to send up to 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 

Table 1,—Sugar production in Cuba, 
prior  to  and  following  the  Spani 

1891-85- 

was admitted duty free. A treaty of reciprocity with 
Cuba became effective in December 1903. Under this 
treaty, the United States established the duty on sugar 
from Cuba at 80 percent of the general rate, thus 
granting Cuba a 20-percent tariff preferential. The most 
important immediate effect of this preference was to 
make the duty on raw sugar (96-degree polarization) 
from Cuba 1.348 cents a pound, whereas sugar from 
other foreign countries continued to be dutiable at 
1.685 cents a pound (55). 

Changes in Production 

Sugar producers in the three areas responded to 
the changes in the U.S. tariff by increasing their output. 
Cuban production, which had reached a million tons 
in 1891-95 and then declined to less than one-third of 
that amount during the revolutionary struggle with 
Spain, recovered its former level by 1901-05 (table 1). 

Puerto Rico and the Philippines, 
sh-American War, 5-year totals, 
1911-15 

5-year average 

1881-85 .. 

1886-90 .. 

1891-95 ,. 

1896-1900 

1901-05 ., 

1906-10 .. 

1911-15 .. 

Cuba Puerto Rico Philippines 

626 

733 

1,061 

313 

1,065 

1,564 

2,548 

•1,000   short  tons- 

87 

70 

63 

61 

141 

282 

390 

189 

186 

287 

135 

110 

146 

358 

Source:  Puerto Rico and the Philippines, Yearbook of Agriculture 1924, 
U.S. Dept, Agr. Cuba, the Agriculture of Cuba, by P. G, Minneman, U.S. 
Dept» Agr. Foreign Agr., Bui, No. 2, 19 42. 
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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, was sufficient to raise Puerto Rican sugar 
output substantially 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 there 
than in Cuba or Puerto Rico. Also, the recovery of 
production, 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 Philippines 
from exceeding this figure, plus the amount needed for 
domestic consumption in the Islands. Production in the 
Phihppines achieved its major expansion following World 
War I. 

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 profitably. 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 encouraged by the 
annexation of Hawaii as U.S. Territory. 

In contrast to trends in other areas, Louisiana 
production, while fluctuating widely from year to year, 
tended somewhat downward (23). Annual production in 
1900-04 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. 

U.S. production of beet sugar, which reached 
92,000 tons, raw value for the first time in 1955, 
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 
1900, beet sugar provided only 3.8 percent of the total 
supply; by 1915, it contributed 19.8 percent. After a 

Table 2.—Sources of supply for U. 
averages, 1881- 

Sugar Consumption 

Total U.S. sugar consumption expanded rapidly 
during 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. 

S. sugar consumption, 5-year 
85 to 1911-15 

\J  Beginning in 1900 when production was 416,000 tons, 
2/  No allowance has been made for changes in inventory, 
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5-year   '\ 
average   ' 

U.S. production   : Net    ; 
imports  1 

Consumption 2/ 

Mainland \     Insular \ 
•                    • 

Total   ;P er Capita 

. — —— — -.— 1 Ann Pounds — — — —1,UUU tons— — — 

1881-85 : 133   1,172 1,305 47.6 

1886-90 ; 173   1,457 1,630 53.3 

1891-95 • :    295   1,899 2,194 64.9 

1896-1900... !    345 1/ 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 



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. While imports had increased 
substantially up to 1900, they decHned somewhat in the 
following years and did not exceed their 1896-1900 
average until 1911-15. Hie percentage of consumption 
supplied by imports declined throughout the period. 
Before 1900, imports accounted for more than 80 
percent of U.S. consumption. The inclusion of supplies 
from Hawaii and Puerto Rico resulted in a sharp drop in 
the import share to about 62 percent in 1901-05. The 
proportion imported declined further to 50 percent in 
1911-15. 

Changes in Sources of I mports 

Not only did the relative importance of imports as 
a source of supply decline following the 
Spanish-American 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 
bottnties on sugar by European beet sug^r producing 
countries, as provided by the Brussels Convention. 
During the 15 years prior to 1896, about 45 
percent of U.S. 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 
revolution which began in that country some years 
before the Spanish-American War. However, these 
imports recovered rapidly, and in 1901-05, 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 
similar to that of Cuba, on a much smaller scaJe. Imports 
from the Philippines, because of continuing civil disorder 
reached a low point 5 years later than did those from 
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-American 
War, rose to 80 percent during 1896-1900 and then 
declined rapidly, amounting to less than 4 percent 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 vwth Cuba 

The treaty of reciprocity with Cuba, which 
became effective on Dec. 27,1903, aroused considerable 
controversy among representatives of the U.S. sugar 
industry while under consideration by Congress. 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 relatively 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, 1904-09 

The economic effects of reciprocity with Cuba 
appear to have differed somewhat from those 
anticipated by the opponents of the treaty, especially 
during the first years the treaty was in effect (68). 
Practically all the sugar exported from Cuba during the 
first 5 years (1904-09) after the treaty became effective 
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 
1904-09. 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 percent 
during the previous period. 

Mien 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 producers apparently 
were receiving the full benefit of the U.S. tariff 
preferenti^. 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 96 degrees, 
accrued to producers in Cuba. With average annual 
exports to the United States of 1,324,000 tons during 
1904-09, these benefits amounted to $8,924,000 a year. 

The principal effect in the U.S. of the Cuban 
preferential during this period was to reduce treasury 
receipts by the amount gained b y Cuban sugar 
producers. U.S. sugar prices were not affected by the 
preferential, since the full-duty rate applied to a sizable 
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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, 1/ 

Average 
for: 1/ 

Exports from Cuba 

Total To U, 
Share to U. S., 
as percentage 

of total 

U. S. imports from 
countries other 
than Cuba and the 
Philippines 

1900-1903, 

1904-1909, 

1910-1914, 

1,000 1,000 
tons tons 

877 870 

1,327 1,324 

2,138 1,964 

Percent 

99.2 

99.8 

91.9 

1,000 
tons 

939 

574 

150 

1/ Years ending June 30. 

Source:  U. S. Tariff Commission Report, "The Effects of the Cuban 
Reciprocity of 1902," 1929.  Last column from Sugar Statistics, Vol. 1, 
U. S. Dept. Agr., 1961. 

quantity of imports and remained the effective rate so 
far as internal prices in this country were concerned. 

The effect of the Cuban preferential on other 
sugar exporting countries during 1904-09 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 
Phihppines 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 U.S. would have been 
similar. This reduction lowered the protection offered 

the domestic sugar industry and imports of duty-free 
sugar from the Philippines. Also, it presumably 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 a secure market in the United 
States for a large quantity of sugar in case other markets 
declined in importance or disappeared, the other 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 industry, resulting in slightly larger 
exports. Both these advantages were too slight to be 
measured statistically. 

Likewise, the fact that the Cuban preferential rate 
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. 
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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 commodity concerned, obviously cannot 
evaluate the entire effects of the treaty. However, 
consideration of the other aspects of the treaty is 
beyond the scope of this report. 

New Capital Investments in Cuba 

The stabilization of political and economic 
conditions in Cuba and other areas where Spain 
relinquished 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 certain investments in Cuba, estimated at $50 
milhon. The end of fitting in Cuba, followed by U.S. 
occupation for a few years, the establishment of an 
independent government on democratic Hues, 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 the new government of Cuba. Its 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 contribute 
to continued poUtical stability there (28). Also, the U.S. 
tariff 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 U.S. came from their 
ability to ship their own sugar to their own 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 investments 
were made during and shortly after World War I. 

In 1915 U.S. interests owned 43 of the 170 mills 
then operating in Cuba; in 1940 the proportion was 67 
out of 174. However, the American mills in most cases 
was 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 was used to 
produce sugarcane, but in the most cases, not enough to 
supply all the sugarcane processed by their mills. 
Consequently, they also purchased sugarcane 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 later 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, 
producers in areas such as Puerto Rico with duty-free 
entry into the United States continued to receive 
protection from the tariff on sugar from Cuba. 

Capital Investments in the Philippines 

Extensive investments by U.S. citizens in the 
Philippine 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 uncertainties about 
the islands' future political status, since they were 
promised eventual freedom, to slow capital investment 
in the Philippines. 

Distance was another factor that was especially 
important before the Panama Canal opened in 1914. 
Hawaiian cane and the California beet sugar amply 
supplied 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. 
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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 
sizable blocks of stock (in some cases a controlling 
interest) 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. purchases stock included The 
American Beet Sugar Co., Spreckles Sugar Co., Michigan 
Sugar Co., The Great Western Sugar Co., Utah-Idaho 
Sugar Co., and The Amalgamated Sugar Co. (39). 
According to Vogt (65), 

"The best information available is that in 1905, 
out of a total of fifty-seven active factories, 
The American Sugar Refining Co. was sup- 
posed to hold one-half or a controlling interest 
in thirty-five factories, representing a capacity 
of 28,700 tons of beets daily while the inde- 
pendent companies had twenty-two plants with 
a capacity of 13,150 tons" (34). "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 ownership 
of the Spreckles Sugar Company of California. The 
remaining share of the ownership was controlled 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 Go. at the 
time the settlement was recommended to the Court, the 
U.S. Attorney General was quoted, 

"It is beheved that The American Sugar Refining 
Company is no longer a trust or monopoly. At 
the time the suit was commenced the American 
and its alUed interests controlled about 75 per- 
cent 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 in- 
dustry. Under the change of management 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 Government's requirements. It has during 
recent years entirely discontinued the practices 
which were the cause of the chief complaints 
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 
consequence of this decree, which finally 
disposes 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 industries 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 (59). 
This Company obtained control of about 71 percent 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 company 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 Products Refining Company held a 
minority interest was owned by persons having financial 
interests in the Standard Oil Company. These persons 
placed their stocks in a holding company so that Corn 
Products Company was unable to acquire any of it. 

Meanwhile persons connected with the Standard 
Oil Co., some of whom apparently also had interests in 
the glucose industry, had acquired large blocks of stock 
in The American Sugar Refining Company, providing a 
Hnk in ownership between the dominant companies in 
the sugar and corn sweeteners industries. 

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 
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operations but retained only three plants, two in Illinois 
and one in New Jersey (61). 

Saccharin 

The commercial production of saccharin, began in 
1901. Saccharin is a chemical made from 
monagricultural 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 market place during its early history. Later 
there were changes in this situation and the importance 
of saccharin as a sweetener increased. 

Tariff Changes Before World War I 

Except for the preferential reduction in the duty 
on sugar from Cuba in 1903, the general or full duty rate 
on raw remained unchanged from 1897 to March 1, 
that time the full duty rate on raw sugar (96° 
polarization) was reduced to 1.256 cents per pound and 
that 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 towards 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. 

VII.   SUGAR DURING WORLD WAR I 

Before war broke out in Europe in August 1914, 
world sugar production had been increasing rapidly, 
rising 60 percent from 1902/03 to 1913/14. Europe was 
the largest producer by a substantial 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 to 26 percent. Most of England's sugar 
imports during this period consisted of beet sugar 
produced in continental Europe. More than 50 percent 
of England'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 I. 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 
percent, and German, 65 percent. 

Sugar production in most non-European countries 
tended to increase during World War I, although not 
enough to offset declines in Europe. Thus total world 
output in 1919/20 of 17,867,000 tons was about 3 
percent below the prewar average. The largest 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 world output that year, 
compared with 12 percent during the prewar years. 

U.S. production, including insular areas, increased 
only about 5.5 percent during World War I, while 
consumption rose 36 percent. Thus, U.S. imports of 
sugar were increasing while its European allies were 
experiencing 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 English could obtain significant 
quantities 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 production 
increased rapidly. 
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Table 4,—World sugar production and trade prior to World War I, 
average 1909-13 1/ 

Area Production Imports Exports 

Europe: 2J 
Germany  ,. 
Russia  
Czechoslovakia, 
France  
Poland • . 
United Kingdom. 
Other  

Total  

Asia: 
India  . . 
Java,,.•  
Other,.,  

Total , , . , 

North America: 
United States., 
Cuba,..,,  
Other  

Total.,  

South America.,, , 
Africa , . 
Oceania. - 
Other countries,. 

World  

1,000 tons 

2,304 
1,557 
1,221 

808 
702 

1,542 

8,134 

2,649 
1,485 

563 

4,697 

1,893 
2,287 

526 

4,706 

856 
457 
301 

19,151 

1,000 tons 1,000 tons 

3 873 
4 294 

3/  4 3/ 848 
186 207 

4/  4/ — 
1,854 33 

355 378 

2,406 

1,352 

2,424 

144 
186 
140 
473 

7,125 

2,633 

716 24 
4 1,413 

632 257 

1,694 

2,123 40 
1 2,010 

300 178 

2,228 

294 
235 
93 

297 

7,472 

]./ Crop years for production, calendar years for trade, 
2/  Estimates for boundaries established after World War I. 
3/ Prewar Austria-Hungary. 
£/ Included in German, Russia and Austria-Hungary, 

Source: U, S. Dept. Agr., Agriculture Yearbook 1924, 
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However, Britain had to share supplies from Cuba 
with France, Italy, 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 
production in 1915/16 was only one-fifth the 1909/10 
to 1913/14 average. 

The situation with respect to sugar supplies 
gradually 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 
production in these countries was down about 640,000 
tons. These figures indicate a deficit of roughly 1 million 
tons, compared with prewar conditions. In August 1917, 
the household 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 shipments among the United 
States and its allies in some manner that would assure 
sufficient supplies to Western Europe (19) (20)- 

In September 1917, the newly created War Food 
Administration announced the formation of an 
International Sugar Committee, whose duties were (19) 
"to determine the most economical source, from a 
transportation point of view of all the allies, to arrange 
transport at uniform 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 
Committee. 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. SuppHes 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 December 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 referred to 1916/17 and earlier 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 International 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 one-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 remainder of the sugar was to be purchased 
by U.S. refiners at 4.985 cents a pound cost and freist, 
to New York or Philadelphia. 

United States Sugar Equalization Board 

In June 1918, the War Food Administrator 
proposed 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 incorporated 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 Italy were 5.5 cents a 
pound f.o.b. Cuba for shipments from northern Cuban 
ports, and 5.45 from south coast ports. 
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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 arrangement 
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 Slates 8.82 cents a 
pound. This was the same as the price for beet sugar, 
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 apparent 
that the cane sugar refiners were not willing to assume 
all the obligations of the U.S. Sugar Equalization 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 reinstated. 

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 presented the 
proposal to President Wilson and recommended 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 September 22, 1919 (60). The 
Equalization Board then notified the President that cane 
sugar refiners had been advised to purchase raw sugar "as 
per pre-war time." 

Congressional inquiry concerning the sugar 
question began in September 1919. It resulted in the 
passage 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 December 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 suggested 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 
Government took various actions to reduce wartime 
sugar consumption in this country in an equitable 
manner. A voluntary rationing program was instituted in 
1917 (1_9). The program covered industrial users and 
household consumers. It was not very effective because 
of 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 costly. 

Under the certifícate 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 certificates 
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 the calendar year 1918 were 
between 400,000 and 600,000 tons. Domestic 
consumption 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 consumption 
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. 
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VIII. PRICE FLUCTUATIONS AND HIGHER TARIFFS 

There was much disagreement eoncerning the 
desirability of an early return to free market conditions, 
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 as they had 
risen and by November 1920 were below the regulated 
price of 1919. 

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

The unusual price movements of 1920 do not 
appear to have had much tóng-term effect in tlie 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 

Table 5.--Wholesale 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- JL4= = 100 :-   

January.,....• !   7.3 13.0 5.4 199 233 170 
February ■ :   7.3 11.4 5.3 193 232 160 
March........ !   7.3 11.9 6.1 196 234 155 
April  :   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.... 
:   "^'^ 13.0 4.7 206 226 147 

Source:  Agricultural Yearbooks, USDA. 
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brief to have much effect on production 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 comparatively 
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 doubtless 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 speculation. 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 producers in 
that country was similar to that in Cuba, only on a 
smaller scale. U.S. citizens owned several sugar mills 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 England 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 I, 
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 Phihppines 
were small, while output in other countries increased 
about 24 percent. 

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. 

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). In late 1920, Cuban 
producers began attempts to mitigate their financial 
problems; these efforts continued during the 1920's and 
1930's. 

U.S. imports of Cuban sugar in 1920 were about 
13 percent below those of 1919, despite the increase in 
U.S. imports from all sources of nearly 15 percent (table 
9). A large increase from countries other than Cuba and 
the Phihppines 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 
approximate prewar level late in 1920, they remained 
comparatively low throughout most of the decade and 
declined even further in the early 1930's (table 10). The 
only exceptions were in 1923 and 1924 when prices 
were moderately higher, partly because of a temporary 
decUne in production in the United States and smaller 
exports from Cuba. 

The Cuban Sugar Depression in the 1920's 

The decline of sugar prices, starting in the fall of 
1920, brought prolonged financial difficulties to 
producers of Cuban sugar. Their expanded capacity to 
produce sugar, developed during World War I in response 
to increased demand for Cuban sugar, could not be 
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Table   6,- —Producti on of  raw 
1913/14 

sugar  in  se 
to  1932/33 

lected  areas, crop years 

Year :     Europe :       Cuba :       Java ■   United 
;   States :   Philippines ;        Other        ; 

]   countries   | World 

:         1,000 1,000 1,000 1,000 1,000 1,000 1,000 
:         tons tons tons tons tons tons tons 

1913/14.. . :        9,043 2,909 1,549 2,009 408 5,236 21,154 
1914/15... :        7,598 2,922 1,454 1,966 421 6,514 20,875 
1915/16... :        5,434 3,398 1,797 2,106 412 5,738 18,885 
1916/17... :        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... 3,278 4,184 1,681 1,905 467 6,474 17,989 
1920/21... 4,104 4,406 1,853 2,339 589 6,255 19,546 
1921/22... 4,402 4,517 1,994 2,408 533 6,724 20,578 
1922/23... 4,985 4,083 1,981 1,924 475 7,412 20,860 
19 23/24... 5,540 4,606 2,201 2,234 529 7,700 22,810 
19 24/25..." 7,678 5,812 2,535 2,684 780 7,181 26,670 
1925/26... 8,000 5,524 2,175 2,517 607 9,166 27,989 
1926/27..., 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...; 9,148 5,775 3,198 2,762 934 8,838 30,655 
1929/30...: 8,997 5,231 3,245 3,078 981 9,075 30,607 
19 30/31  11,382 3,497 3,095 3,256 958 9,343 31,530 
1931/32...: 8,241 2,917 2,514 3,422 1,174 10,926 29,194 
1932/33  7,020 2,234 1,545 3,538 1,343 11,242 26,922 

Table 7,—Sugar imports by principal importing countries, 
average, 1909-13 and years 1914-33 

Year '     United ■     United •   Continental   ' Other 
;     states     ; Kingdom [         Europe       1 countries :       World 

:        1,000 1,000 1,000 1,000 1,000 
'•       tons tons tons tons tons 

Average, 
1909-13... :        2,123 1,854 560 2,588 7,125 

1914... :        2,709 1,834 639 2,219 7,401 
1915... ;        2,643 1,787 914 1,807 7,151 
1916.. , :        2,766 1,493 1,005 1,780 7,044 
1917... :        2,472 1,207 877 1,962 6,518 
1918... :        2,585 1,008 347 2,197 6,137 
1919. . . :        3,512 1,717 2,195 1,240 8,664 
1920... ■ 4,037 1,518 1,406 1,240 8,664 
1921..." 2,984 1,432 1,017 2,516 8,191 
1922..,; 4,861 2,122 1,660 2,973 11,616 
1923...- 3,855 1,711 1,291 2,788 9,645 
1924...: 4,138 1,946 1,684 3,301 11,069 
1925...: 4,460 2,366 2,050 3,546 12,422 
1926... : 4,710 1,976 1,803 3,461 11,950 
1927..,: 4,216 1,893 1,671 3,140 10,920 
1928... : 3,869 2,150 2,087 3,733 11,839 
1929...: 4,888 2,351 1,917 3,823 12,979 
1930...; 3,495 2,141 2,061 3,685 11,382 
1931. . . : 3,176 2,049 1,381 2,745 9,351 
1932...: 2,971 2,663 1,474 2,247 9,355 
1933...: 2,874 2,282 1,306 2,004 8,466 
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Table 8.'—Sugar exports by principal exporting countries, 
average, 1909-13 and years 1914-33 

: Netherlands * Continental 
Year Cuba :    East 

:   Indies 
[       Europe   ; Other :   World 

.  1,000 1,000 1,000 1,000 1,000 
*     tons tons tons tons tons 

Average, 
1909-13.,. 2,010 1,413 2,577 1,472 7,472 

1914... .  2,787 1,456 429 2,031 6,703 
1915... :  2,866 1,329 379 2,190 6,764 
1916. . . :  3,284 1,596 214 2,732 7,826 
1917. . . :  3,221 1,305 130 2,426 7,082 
1918... 3,647 1,698 138 1,809 7,292 
1919.. . Î  4,498 2,057 331 2,532 9,418 
1920.. . :  3,493 1,670 575 2,234 7,972 
1921.. . :  3,145 1,849 1,004 2,490 8,488 
1922.. . '     5,581 1,583 997 3,483 11,644 
1923... :  3,861 2,014 1,545 3,338 9,758 
1924... .  4,379 2,071 1,277 3,533 11.260 
1925... 5,531 2,279 2,234 3,017 13,061 
1926... :  5,225 1,915 2,471 2,585 12,196 
1927.. . :  4,645 2,202 1,874 5,761 14,482 
1928.. . :  4,389 2,827 1,960 3,125 12,301 
1929,, . Î  5,544 2,681 2,038 3,301 13,564 
1930... : 3,598 2,469 2,083 3,568 11,718 
1931... : 2,998 1,739 1,840 2,436 9,013 
1932... : 2,890 1,668 1,188 3,979 9,725 
1933...; 2,522 1,283 916 4,127 8,848 

Table 9.—U. S. imports of sugar by source of supply, 
average, 1909-13 and years 1914-33 

Year :     Cuba Philippines   : Other :    Total 

:     1,000 1,000 1,000 1,000 
:     tons tons tons tons 

Average, 
1909-13... 1,722 113 272 2,107 

1914... :     2,463 58 12 2,533 
1915... 2,392 163 155 2,710 
1916... :     2,575 109 133 2,817 
1917... :     2,335 134 198 2,667 
1918... :     2,280 87 84 2,451 
1919... :     3,343 88 69 3,500 
1920... :     2,881 146 993 4,020 
1921... 2,590 165 223 2,978 
1922... 4,527 275 53 4,853 
1923... 3,426 238 189 3,853 
1924... 3,692 339 104 4,135 
1925...: 3,923 493 33 4,449 
1926  4,280 380 44 4,704 
1927...; 3,650 531 29 4,210 
1928...: 3,249 575 33 3,857 
1929...; 4,149 711 28 4,888 
1930...: 2,645 749 53 3,492 
1931...: 2,482 872 28 3,382 
1932...: 1,791 1,028 12 2,831 
1933...: 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 

o 

Year :               Raw 
:     sugar 

:      All 
:  commodities ;     Year :               Raw 

:     sugar 
:      All 
:  commodities 

:     Cents 1910-14=100 :     Cents 1910-14=100 

1909-13  ':                4.1 98 ¡1924  ¡      6.0 143 

1914  ':                3.8 99 ¡1925  ;      4.3 151 

1915  ':               4.7 102 ¡1926  ':               4.3 146 

1916  ':               5.8 125 ¡1927  ':               4.7 139 

1917  ':                6.3 172 ¡1928  ':               4.2 141 

1918  '-.                6.4 192 •1929  :      3.8 139 

1919  ':                7.5 202 ¡1930 • ':                3.4 126 

1920 : •     13.0 225      : 1931 ■ •      3.3 107 

1921 : 4.7 142      : 1932 ': 2.9 95 

1922 ; 4.7 141      ': 1933 ': 3.2 96 

1923 ': 7.0 147      \ 



abandoned or even closed down for a period of years 
without incurring 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 during the early 1920's. 
Much of this resulted from attempts to improve 
efficiency and lower the unit cost of processing 
sugarcane. A number of mill owners in financial 
difficulty were able to demonstrate that, although the 
property at its present capacity could not be operated 
profitably, an increase in the size and output of the mill 
would reduce unit costs sufficiently to make the 
operation 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, while it was vahd 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 benefit 
sugar producers could obtain from increased efficiency 
and, consequently, depressed conditions continued in 
the Cuban sugar industry (25) (43). 

Cuban sugar producers were in a peculiarly 
defenseless position, because Cuban sugar consumption 
was much too small to offset reduced exports to any 
meaningful extent. Government export subsidies, used 
by various European countries prior to 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. 

Protectionist Policies in Importing Countries 

Meanwhile, the market for Cuban sugar in 
continental Europe declined as European beet sugar 
production 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 preferential for sugar 
imported from British colonies and dominions. 

The British duty on raw sugar was set lower than 
that on refined, 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 conversion to 
refined sugar, increasing the refiners' volume of business. 
In addition, refiners received a drawback 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 couM be imported as beet 
sugar production increased and the output of cane sugar 
expanded in British colonies and dominions. 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 
country producing sugar for export at the time, had 
experiences similar to those of Cuban producers. 
However, the effects generally were less severe. Javanese 
production capacity had not expanded as much during 
and immediately after World War I 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, during the late 1920's, India obtained from 
England the right to establish tariffs for itself. One result 
was increased protection for sugar producers in India 
and reduced imports. While 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 

While export markets for sugar in Europe and 
India were contracting, the United States was reversing 
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 
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1921, the Emergency Tariff Act became effective, 
raising the rate on Cuban raw sugar to L6 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 Phihppines, whose shipments of sugar continued to 
enter the United States free of duty. As a result, 
production in all the major areas supplying the United 
States with sugar, except Cuba, increased during the 
1920's and early 1930's (table 11). Production increased 
most in the Philippines, where a modern sugar industry 
was developing at the end of World War I. Output 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. Sugarcane 
diseases in Louisiana, the principal producing State, were 
unusually serious during this period and were responsible 

for the almost complete disappearance 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 shghtly from 1920 
through 1924. However, as exports, particularly to 
countries other than the United States, continued larger 
than anticipated while production was recovering in 
Europe, 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. However, 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 

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

Year 
Mainland 

Beet 

1920... :   1,165 
1921... :   1,091 
1922... :     722 
1923  :     943 
1924..." :   1,166 
1925... 977 
1926...: 960 
1927...: 1,170 
1928...: 1,135 
1929...: 1,089 
1930...: 1,293 
1931...: 1,237 
1932...: 1,452 
1933.. .: 1,757 

Cane 

180 
334 
302 
168 
90 

142 
48 
72 

136 
218 
215 
184 
265 
250 

Hawaii Puerto 
Rico 1/ 

Philippines 

■1,000 tons^ raw value- 

560 
546 
618 
554 
716 
781 
805 
832 
921 
925 
939 

1,018 
1,057 
1,191 

499 
4^6 
412 
381 
451 
672 
612 
637 
763 
590 
878 
790 
996 
838 

91 
203 
219 
259 
325 
552 
408 
587 
635 
769 
867 
871 

1,100 
1,285 

Total 

2 ,495 
2 ,670 
2 ,273 
2 ,305 
2 ,748 
3 ,124 
2 ,833 
3 ,298 
3 ,590 
3, ,591 
4; ,192 
4, ,100 
4, ,870 
5, ,321 

1/ Includes production in the Virgin Islands which varied from 3,000 
14,000 tons a year. 

Source:  Sugar Statistics and Related Data, Vol. 1. 
Conserv, Serv., U. S. Dept. Agr. 

Agr. Stabil, and 
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Smoot-Hawley Tariff Act, at a time when commodity 
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 1931-33 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, including a number owned by U.S. citizens, went 
bankrupt. 

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 
product, after determining the difference in the cost of 
producing a commodity in the United States and in the 
principal competing country. The difference in 
production 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 sugar. 
The investigation was undertaken and aroused 
considerable public interest for about l^h years, until the 
President announced his decision. 

The Commission readily determined that Cuba was 
the principal competing nation and obtained permission 
from the Cuban Government to make the necessary 
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 statement 
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 
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 manipulation of the 
prices of imported sugar. The President indicated that a 
return to the high sugar prices complained of in 1923 
might warrant reconsideration of the Tariff 
Commission's recommendations. No such 
reconsideration occurred and the duty on sugar was not 
reduced in accordance with the Commission's 
recommendation. 

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 this 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 
the effectiveness of the device. 

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 $1.8882 
and that on 100 pounds of refined sugar to $1,912. The 
situation with respect to 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 
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appears to have been accidental. There was little if any 
discussion of the change during the time the law was 
being considered by Congress» 

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 sugar. Most 
of this refining was done with additional equipment in 
the plants where raw sugar was produced. 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 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 prevent 
further increases, 

Cuban Attempts to Maintain Sugar Prices 

Early in the 1920's, Cuban sugar producers began 
considering ways of mitigating the effects of the 
depressed sugar prices (20). A Sugar Finance Committee 
was formed by industry representatives in February 
1921. The Committee planned to exercise control over 
the export of sugar from Cuba by a permit system. 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 ineffective. 
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 
producers during 1923 and 1924. This provided further 
encouragement for the expansion of productive capacity 
in Cuba and 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 decHned to 
levels generally considered unprofitable by producers. 
This drop led to renewed discussion of possible 
corrective measures. 

Little agreement existed among the various groups 
concerned with Cuban sugar production and marketing 
and nothing positive was done until the Verdeja Crop 
Restriction Act was passed by the Cuban Congress in 
May 1926. This Act initiated a program of direct crop 
control by tlie Cuban Government. Production for 1926 
was limited to 90 percent of the estimated 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 decHned 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. Output in Java, a major 
competitor of Cuba, increased more than a million tons 
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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 
continued 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 production in 
their U.S. refining plants. The Export Agency, 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 production in other 
countries. Cuban labor also became dissatisfied with 
crop restrictions, since these reduced the amount of 
work available when unemployment was a serious 
problem. 

Before the end of 1928, Cuba abandoned 
production 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 
operations 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 generally 
regarded as successful and the Agency was dissolved in 
AprÜ 1930. 

This effort marked the end of Cuban efforts to 
control 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 
Government were more elaborate and more persistent, 
but they also ended in failure. Even before their 
abandonment, however, efforts to estabhsh 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, producers 
in several other countries were sporadically making 
similar attempts. These included industry representatives 
in Czechoslovakia, Poland, Germany, and the Nether- 
lands, regarding the industry in Java. None of these 
efforts had any long-term success (52). 

Late in 1927, a Cuban delegation headed by 
Colonel Jose M. Tarafa conferred in Paris with 
representatives of the Polish, Czech, and German sugar 
industries. The European countries agreed to cooperate 
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 (50) "to continue our cooperation 
insofar as our mutual interests permit." 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 reduction in 
the Cuban crop was, in effect, unilateral. 

The failure of the Dutch to limit Javanese 
production 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 yielding 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 1920's, 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 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 
advantage over other cane growing areas. Later, the 
method was adopted in most other countries where 
sugarcane is grown, including the United States. 
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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 of early 1929, 
and 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, 
continued large, although exports declined by some 2 
million tons. 

The Chadbourne Negotiations 

The condition of the sugar industry in Cuba and 
Java had worsened materially by mid-1930. I^rge crops 
had again been produced in both countries, although in 
neither case were they quite as 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 1930's worsened. Cuban 
sugar exports were nearly 2 million tons lower in 1930 
than in 1929, while sugar prices in Cuba declined 28 
percent from the already low level of the previous year. 

While events in Java were less dramatic than those 
in Cuba, the volume of exports turned downward 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 industry with 
import duties. 

In view of these mounting difficulties, a new 
committee 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 stabilize the 
sugar trade between the two countries. U.S. sugar 
producers did not altogether agree on the objectives 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 "gentleman's agreement" 
emerged from the conference. Cuba was to limit its 1931 
exports to the United States to 2,800,000 tons but 

would be entitled to the full increase in U.S. 
consumption in 1932 and 1933 and to one-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 consumption 
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. markets over a 5-year 
period. Cuba also was to seek an international 
conference with other sugar-producing nations to try to 
arrange to stabilize the sugar industry worldwide. The 
agreement was not recorded in writing. 

The Cuban Government passed a law for the 
stabilization of sugar in November 1930, following the 
terms of the gentleman'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 
representatives of a number of European producers 
participated 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, Czechoslovakia, 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 necessary. 
Those for Java and Germany were never filled. In the 
last years of the Agreement, export markets 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 remainder 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 one-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. 
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Provisions for increasing the quotas of the member 
countries by certain percentages if the price of sugar 
f.o.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 
helped  to  keep  the  Agreement functioning through 
1932, the arrangement was becoming a dead letter by 
1933. Revolution 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. 

While 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. The failure of the agreement was partly due 
to the failure to include the sugar importing nations, 
leaving them free to increase production within their 
boundaries. It resulted partly from the great severity of 
the worldwide depression of the 1930's, which might 
have defeated any attempt, no matter how well planned, 
to cure or reduce the economic ills of a single 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 in 1920-29. They 
averaged 3,862,000 tons for 1922-29. Imports from 
countries other than Cuba and the Philippines which had 
risen to 993,000 tons in 1920 as a result of high prices in 
the U.S. had, however, fallen 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 were 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 discouraging imports from 
Cuba. The worldwide depression of the early 1930's 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, 64 percent between 1929 
and 1933. The industry in Cuba suffered extensive 
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 of the present time. 

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 consumption 
of sirup and dextrose equaled about 11 percent of U.S. 
consumption of sugar, corn sirup, and dextrose that 
year. Although the amounts and percentage reached in 
1927 are below present-day figures, they are high 
enough to indicate that the sweetener part of the 
cornstarch business had become an industry of 
competitive significance to sugar producers (27). 

Starch sweetener production declined irregularly 
between 1927 and 1933, influenced by the same 
economic 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. V 

j 

Rrices received for corn^irup and dextrose from 
1928 to 1933 declined like that for sugar, but somewhat 
less than the 50-percent decline in the price of corn at 
Chicago. Lower prices for corn were advantageous 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 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 
considerable stimulus from the wartime shortage of 
sugar in this country in 1918 and 1919, although precise 
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Table 12.—Production and prices of corn sweeteners, 1927-^33 

00 

[                   Production 1/             ; [              Price per pound 
Year    : 

:    Sirup    : Dextrose    : ;    Sirup :    Dextrose 

:    1,000 1,000 Cents Cents 
:    tons tons per lb. per lb. 

1927 ! !     532 448 3.26   

1928 ! ;     553 484 4.0 2 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 2.9 8 

1/  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, 2d. Series.  1939. 



data are scarce. The U.S. Tariff Commission, however, 
reported the production of saccharin in certain years as: 

Years 

1918 

1919 

1920 

1921 

1923 

Pounds 

425,600 

547,988 

137,315 

188,759 

340,944 

The end of the sugar shortage in 1920 appears to have 
been related to the sharp decline in the production of 
saccharin that year (16). 

If saccharin is considered 300 times as sweet as sugar, 
a common estimate, the 1919 output of saccharin 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 indeterminate 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. However, the share used as replacement for 
sugar probably was larger in 1919 than in years when 
sugar was plentiful. 

IX.  SUGAR QUOTAS PRIOR TO WORLD WAR II 

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 approximate 
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 1920's 
and early 1930's had occurred in the Philippines, Puerto 
Rico, and Hawaii. There was no appreciable increase in 
the production of beet sugar until after 1930. Imports 
from Cuba did not decline in volume until 1930, and 
even at their low point in 1933 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 producers. It is 
evident that no increase of the American tariff can 
relieve the resulting situation in this country or in 
Cuba." (62). 

The letter then recommended that the United 
States adopt a quota system for sugar and consider 
reducing the import duty on Cuban sugar. These 
opinions 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 
America." 

The Sugar Act of 1934 

Representatives of the domestic sugar industry 
conferred on June 27, 1933, and selected a committee 
to draft a sugar agreement desired 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 
consumers, 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 
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stated, "The program as outlined in the President's 
message and implemented by pending legislation, 
recognizes a duty to stabilize the price and production 
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 towards 
Cuba as implied by the Monroe Doctrine and specified in 
the Hatt 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 are still used, of 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 "consumption 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 
circumstances required. The consumption requirements 
were to be determined from available statistics of the 
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 welfare of domestic 
consumers and to a just relation between the prices 
received by domestic producers and the prices paid by 
domestic consumers..." 

Once consumption requirements were determined, 
the quantity 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, determine to be the 
most important representative three years..." It was also 
provided that the annual quota for the beet sugar area 
should not be 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. 

The most representative 3 years for the 
determination of quotas for offshore areas, except 
Hawaii, were determined by the Secretary to be 
1931-33; for Hawaii they were 1930-32. Consumption 
requirements were set at 6,476,000 short tons and 
quotas were assigned as follows: 

Area Quota 

(short tons, raw value) 

U.S. beet sugar 1,556,166 
Mainland cane 261,034 
Hawaii 916,550 
Puerto Rico 802,842 
Virgin Islands 5,470 
Phillippines 1,015,186 
Cuba 1,901,752 
Full duty countries 17,000 

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 regulations 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 quota 
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 quantitites 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 Philippines 
were hmited 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: 

Area Short tons, 
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. 
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Table 13.--Sugar consumption in continental United States and contributions from all areas, as a percentage of 
total consumption 19 25-33 and 1934 quotas, short tons, raw value 

: Consumption 

Contributions 

Year ',                        Continental United States 
Hawaii Puerto . Rico 

Beet : Cane 

:    Tons 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  :  6,796,500 1,046,000 15,39 84,000 1.24 740,500 10.90 551,000 8.11 
1927  :  6,348,000 935,000 14.73 46,500 .73 762,000 12.00 578,000 9.11 
19 28. . .. :  6,642,500 1,243,000 18,71 138,500 2 .08 819,000 12.33 69 8,500 10.51 
1929  :  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 2.9 4 808,000 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  :  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 

Contribut ions 
Year 

'                   Philippines        ; Virgin Islands .- Cuba 
'   Ï— 

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  :   375,000 5.52 6,000 .09 3, 944 .500 58 .04 47 ,500 .70 
1927  521,000 8.21 6,500 .10 3 .491 ,000 54 .99 6 ,500 .10 
1928  :   570,500 8.59 11,000 ,17 3, 125 .000 47 .05 35 ,000 .53 
1929  :   724,500 10.40 4,000 .06 3, .613 ,000 51 .88 17 ,500 .25 
1930  804,500 11.99 6,000 .09 2. 945 ,500 43 .89 30 ,500 .45 
1931  815,000 12.42 2,000 ,03 2, 448 ,000 37, .19 40 ,000 .€1 
1932  : 1,042,000 16.68 4,500 .07 1, 762 ,500 2H ^21 26 ,500 .42 
1933  : 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:  Agriculture Adjustment in 19 34, A report of Administration of the Agriculture Adjustment Act, 
February 15, 1934 to December 31, 1934. 



The 1934 Act also provided for benefit payments 
to growers to be made from funds obtained from a 
processing 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, however, were 
made only to sugarbeet and sugarcane growers in 
domestic areas, and in the Phillippines 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 producers, as was true 
of similar payments to producers of other crops, was to 
provide growers with an incentive to limit their acreage 
in line with quotas, as determined by the Department of 
Agriculture. The Federal Government does not have 
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 is restricted by the Secretary of 
Apiculture, the acreage alloted to individual growers is 
largely determined as a percentage of the acreage 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 processors 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 legislation protected the interests of labor. 

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 February 26, 1936, 
provided for direct cash payments to agricultural 
products, including sugarbeet and sugarcane growers, 
who met certain conditions. Also on March 1, 1937, the 
President recommended new sugar quota legislation. 

TheSugar Actof 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, payable 
into the general fund of the Treasury, was substituted 
for the processing tax which was generally considered 
unconstitutional under the Supreme Court decision in 
the Hoosac*Milis case. Benefit payments, the most 
important of which were called "conditional payments" 
since growers had to observe certain specified conditions 
to receive them, were made to growers as before, but 
from funds appropriated by Congress. 

The new law provided more detailed guidelines for 
determining sugar consumption requirements, but still in 
general terms. Quotas for the various 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 Countries Foreign Total 

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 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 
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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 in 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 limited 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 can occur only when the sum of the quotas for 
all areas-the consumption requirements-is such that the 
requirements are substantially filled. If quotas are not 
substantially filled, the system becomes ineffective from 
the standpoint of price, and price relationships among 
countries are the same as when tariffs provide 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 0.89 
cent a pound (table 14). The difference in 1933 was 

Table 14.—Price per pound of Cuban 

0.26 cent. Quotas were not in effect in 1933, but the 
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. 

These price increases were of great benefit to 
Cuban sugar producers. As John E. Dalton wrote in 
1937, (29) "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." 

The economic improvement in the Cuban sugar 
industry permitted increased exports from the United 
States to Cuba, further restoring the volume of trade 
between the two countries and benefiting producers in a 
large number of U.S. industries with sales in Cuba. 

The prices in table 14 do not include the import 
duty and therefore do not shaw the effect of the tariff 
and quota on the price of raw sugar in domestic areas. In 

raw sugar cost and freight New York 
and London, adjusted to New York freight basis, 1926 to 1941 

Year 
Price per pound of raw sugar 

New York London 1/ 
Difference 

1926. 
1927. 
1928. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934. 
1935, 
1936. 
1937. 
1938, 
1939, 
1940, 
1941, 

Cents 

2.59 
2.96 
2.45 

Cents 

2. 
1. 
1, 
0, 
1, 
1, 
2, 
2, 
2. 
2, 
1. 
1, 

00 
48 
34 
93 
23 
50 
33 
69 
54 
04 
91 
89 

2, 
2. 
2, 
1. 
1, 

62 
91 
49 
91 
36 

1.25 
0.87 
0.97 
1.04 
1.00 

2.48 

1. 
1, 
1, 
1, 
1, 
1, 

01 
32 
14 
60 
33 
85 

Cents 

-0.03 
+ .05 
- .04 

.09 

.12 

.09 

.06 

.26 

.46 
+1.33 
+ 1.68 
+ 1.22 
+ .90 
+ .31 
+ .56 
+ .63 

1/ 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.  U.S. Dept. Agr. Sta. Bui, 
214, July 1957 for 1934-41. 
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general, U.S. sugar prices remained low during the 
pre-World War II quota period, compared with their level 
in the late 1920's (table 15). In most years, prices were 
not much above 1932, the low point of the depression. 
The difference between the prices of raw and refined 
sugar generally narrowed. 

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 farmer's 
incentive to grow sugarcane or sugarbeets depends 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 

Table   15.—Response  of U.S.   sugar 
quotas. 

pass the tax forward 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 I 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 surplus markets in the 
foreign countries from which sugar is imported into the 
United States." 
prices to pre-World War II sugar 
1926-41 

Year 

Price per pound 

Raw sugar duty 
paid New ' /ork 

Cents 

4 ,33 
4 .71 
4 .20 
3 .76 
3 .36 
3 .33 
2 .93 
3 .22 
3 .02 
3 .23 
3 .59 
3 .44 
2 .94 
2 .98 
2 .79 
3 .38 

Refined cane sugar,: 
net cash,     : Average U.S. retail 

New York 1/    : 

1926. 
1927. 
19 28. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934. 
1935. 
1936. 
1937. 
1938, 
1939. 
19 40. 
1941. 

Cents 

5 .46 
5 .79 
5 .52 
5 .03 
4 .62 
4 .43 
3 .99 
4 .32 
4 .12 
4 .32 
4 .69 
4 .55 
3 .95 
4 .04 
3 .80 
4 .39 

Cents 

5.0 
5.3 

1/ Before payment of the processing tax^ which averaged 0.300 cent per 
pound in 1934, 0.17 8 cent per pound in 19 37, and 0.535 cent in 19 35 and 
1938-41. 

Source:  U.S. Dept 
293, Sept. 1961. 

Agr., Sugar Statistics and Related Data, Sta. Bui, 

44 



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 opportunities 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 commodities 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 
additional 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. Quotas 
were suspended between September 12 and December 
27, 1939, at the outbreak of World War 11 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 
pound, with no increase of duty if quotas were 
suspended. 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 countries. 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 II. 

The Sugar Institute 

During the years that the sugar industry was 
preoccupied with tariff rates, quotas, and the depression, 
cane sugar refiners faced chaotic marketing conditions. 
Secret price concessions and 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 normally finds 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 supr were relatively infrequent, compared with 
price changes in raw sugar. When prices of refined sugar 
increased, the increases usually did not take effect until 
several days after the announcement was made. During 
the interim, buyers could purchase enou^ 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 that year, the group 
submitted a proposed certificate of incorporation and 
bylaws for a trade association, together with a number 
of suggestions concerning trade practices to the 
Department  of Justice.  A code  of ethics was also 
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submitted 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 ethics 
was 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 In- 
stitute have been described as similar 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 Institute 
were illegal and 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 
Conference, which met that year (51), 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^ number of 
nations, not including the United States, The industry 
representatives generally expressed the opinion that any 
stabilization of production should rest on a formal 
agreement among producers. The representatives 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 
throughout the world persuaded various governments of 
the desirability of changing their attitude towards 
certain types of international economic proposals and 
programs. The World Monetary and Economic 
Conference held in London in 1933 had as its major 
purposes 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 
disorganized conditions of production and distribution 
might be desirable. 

A Cuban draft proposal for stabilizing world sugar 
production was submitted to the Economic Commission 
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 or 
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 effective when signed 
by a comprehensive list of 26 producing and importing 
countries. The proposal met with a favorable reception 
from most exporting countries, 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 export quotas for 
the free market for individual countries. These were: 

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 
£)otninican Republic 400,000 440,920 
Germany 120,000 132,276 
Haiti 32,500 35,825 
Hungary 40,000 44,092 
Netherlands (including over- 

seas 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  3,993,082 
46 



In addition to its basic quota, Czechoslovakia 
received extra allotments of 90,ÍK)0 metric tons for the 
year beginning September 1, 1937; 60,000 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 
quotas of individual countries. 

An International Sugar Council was established in 
London to administer the agreement. Nations adhering 
to the agreement received voting rights in 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 
consisted of an agreement that imports of sugar paying 
the full-duty tariff 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 Philippine 
Independence Act. 

The price objectives of the agreement were stated 
in vague and imprecise terms. The agreement was to be 
administered 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 
September 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 
suppUes of essential foods, including sugar, in the 
summer of 1938. Sugar prices had risen considerably 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 
initiaUy established. Increased demand and higher prices 
were due to the increasing probability of war, rather 
than to the effects of the International 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 
Government 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 I. 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 
Philippine Independence Act which provided for the 
complete 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, 
President Roosevelt approved the draft of the 
constitution of the Commonwealth of the Hiilippine 
Islands which had been adopted by a constitutional 
convention called by the Hiilippine legislature. The 
commonwealth 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 rerriain 
unchanged except that duty-free shipments of refined 
sugar from the Philippines to the United States were 
limited to 50,000 long (56,000 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. 
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X.    SUGAR DURING WORLD WAR II 

The advent of war in Europe in September 1939 
found most nations somewhat better prepared than in 
World War I to meet the inevitable disruptions and 
shortages that developed 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 
previous attempts to control the situation and mitigate 
the adverse effects. England, remembering former 
shortages, actively stockpiled sugar for some months 
before the outbreak of hostilities and promptly placed 
its entire sugar trade under Government control once 
fighting began. Before the end of World War II, Britain, 
the United States, and other countries used much more 
elaborate control devices than those of World War I. 

Position at Outbreak of War, September 1939 

World sugar surpluses existed during nearly all of 
the decade of the 1930's and when the war started in 
Europe, the United States had relatively large supplies. 
Total stocks on September 1, 1939, amounted to 
1,592,000 short tons (raw value)--the largest stocks for 
that time of year since comparable records became 
available in 1935. Sugar production in the United States 
and in the principal areas supplying this country with 
sugar 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 production 
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 Aagreement 
adopted in May 1937 was in force up to the outbreak of 
war in Europe, but quotas were promptly suspended and 
the Agreement became ineffective. 

In every important producing and consuming 
country, the government, more or less closely controlled 
the production and marketing of sugar, prior to the 
outbreak of hostilities. In many countries, the system of 
control was more complete than in the United States. 
Britain and most other European countries paid 
production 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 country, 
sugar producers were subject to special regulations 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 control, 
together with a great deal of detailed information about 
the sugar industry, aheady existed. In spite of this, 
considerable expansion of government agencies dealing 
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 price rose from 2.85 
cents to 3.7 cents. As a result, U.S. sugar quotas were 
suspended by Presidential proclamation on September 
11, 1939. Partly because of the suspension of quotas and 
partly because fears of an immediate shortage of sugar 
subsided after the inirial excitement of war, U.S. sugar 
prices declined after September. 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. Consequently, the 
duty-paid price of sugar in this country did not decline 
as 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, while 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 

i] established 
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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 
distributors 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 miUion tons (raw value), 13 
percent above 1939. At the seasonal low point on 
October 1, 1940, stocks amounted to 1.4 million 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 
distributors in September 1939 amounted to 1.2 million 
tons, almost double the September average for 1935-38. 
Complete data regarding distribution are not available, 
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 was 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 milHon tons, compared with 2.5 
miUion 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 manufacturing 
industries were higher, and many former beet workers 
took factory jobs, particularly in the western States. 
Substitute crops which could be produced 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 (including subsidies) for 
these crops were higher, compared 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 as acute 
as in the beet areas. Alpo substitute crops could not be 
planted in most of the cane areas as readily as the beet 
area. 

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 civilian 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 
194247. 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 was received from the 
Philippine Islands in 1941, but because of the Japanese 
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 
1937-1940. Production dropped slightly 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 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 
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intended to serve as a guide to farmers and agricultural 
workers in planning their production programs by 
indicating approximately how much of each commodity 
was likely to be needed during the period when next 
year's crop would be consumed. 

Separate goals were set for sugarcane and 
sugarbeets produced in the continental United States 
each year, beginning with the crop year 1943. In 1942, 
ÜSDA 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 per- 
cent. These were the high points reached during 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 for 1944. 

Government Control of Sugar Prices 

U.S. sugar prices rose about 0.6 cent a pound 
during the first half of 1941. In an effort to halt this 
rise, sugar consumption requirements under the Sugar 
Act were frequently adjusted upward, permitting the 
marketing of increased quantities of sugar. However, it 
^adually became apparent that the increased supplies 
would not be sufficient to stop the rise in price because 
of the great expansion in demand. Consequently, in 
mid-August the Office of Price Administration 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.o.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 freightwise to point of 
delivery. These ceilings were later lifted on January 9, 
1942, to 5.45 and 5.40, 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 northeastern States or smaller areas. On April 13, 

1942, because of a shortage of sugar in the northeast 
area, 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. Wholesalers 
were allowed to choose between the highest price 
charged in either the period October 6 to II or 
December 1 to 6, 1941, and could add any increase in 
cost since the period chosen. On May 18, 1942, the 
General Maximum Price Regulation established the first 
ceiling on the retail price of sugar. On October 15,1942, 
both wholesders and retailers were given the option of 
charging either their previous maximum price or a 
specified percentage markup over cost, which percentage 
was uniform for each type of seller. The markup could 
be recalculated as often as costs changed. Wholesalers 
determined their maximum 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 bulkline 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 wholesalers 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 cents, 
an increase of 17.6 percent. For 1944, the wholesale 
price index of all commodities averaged 29.1 percent 
above the 1935-39 average. The 1944 index for prices of 
foods was 32.7 percent; that for farm products, 62.5 
percent; and that for all products other than farm 
products and foods, 21.2 percent above 1935-39. 
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Returns to Growers of Sugarcane and Beets 

The total returns which sugarcane and beet 
growers received increased much more during the war 
than did the price of sugar. This proved to be 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 consumers to 
obtain comparatively cheap sugar while growers' returns 
were relatively high. 

Under the Sugar Act of 1937 and similar 
legislation preceding it, the Government has made 
"conditional" payments to beet and cane producers, 
beginning 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 payments through World War II made to 
cane and beet producers under the 1937 Sugar Act 
varied annually from $46 million in 1943 and 1944 to 
$58 million 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 
percent in 1943. Approximately 43 percent of the total 
payments for 1945 were made to sugarbeet producers, 
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 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. Similar 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 consumption area into areas of 
temporary deficit, in moving 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 nearby ones normally used were 
closed because of a reduced acreage of beets. 

In some cases, excess costs were met by 
reimbursing the growers or processors who incurred 
them. In the case of sugar owned by the CCC, the excess 
costs were paid directly by the Corporation and were 
not reflected in the margin between the price paid by 
the Corporation and the price it received when selling 
the sugar. 

Incentive payments of 20 cents per 100 pounds of 
sugar produced to encourage the production of more 
sugar, 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, 
primarily 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, as 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. 
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Table 16.--Estimated cost of the sugar programs of the Commodity Credit Corporation, by years, 
December 16, 1942, to December 31, 1946 

Program 1942 1943 1944 1945 1946 
Total, 
19 42-46 

to 

Continental beet : 
Mainland cane—Louisiana : 
Mainland cane—Florida : 
West Coast refiners of raw    : 

cane sugar : 
Refiners and importers of     : 
Hawaiian sugar : 

West Coast refiner program.... : 
Hawaiian raw cane sugar : 
Puerto Rican raw cane sugar... : 
Puerto Rican direct consump-  : 

tion sugar : 
Cuban raw cane sugar : 
Cuban direct consumption     : 

sugar : 
Dominican and Haitian raw cane: 

sugar : 
Virgin Islands' raw cane sugar: 
Peruvian raw cane sugar. : 
Miscellaneous : 

Total :  18,747 

1,000 
dollars 

1,000 
dollars 

1,000 
dollars 

1,000 
dollars 

1,000 
dollars 

1,000 
dollars 

244 
38 

9,195 
2,101 

23,351 
4,279 

204 

33,606 
10,938 
1,925 

46,475 
13,078 
2,008 

112,871 
30,434 
4,137 

529 529 

1,481 

1 
578 2,846 

1,552 
4,243 
4,362 

10,500 
12,402 

20,533 
23,050 

1,481 
1,552 

35,277 
43,238 

15,876 
372 

16,116 
260 

9,956 
436 

25,961 
433 

65,129 
1,501 

133,038 

761 840 3,703 8,29 4 13,598 

300 300 
52 

1,511 
800 

156 

250 

208 
1,511 
1,0 50 

31,691 49,047 101,834 179,406 380,725 

Source: Ballinger, Roy A.  Sugar During World War II.  U. S. Dept. Agr. Bur. Agr. Econ. War 
Records Monog. 3. June 19 46. 



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 claimants. 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 one-third of world 
production, but included most of the exportable 
surpluses produced outside of enemy-controlled 
territory. The U.S. purchased substantially all of the 
sugar produced in Cuba, and England 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 
exportable supply of Cuba. Each nation represented on 
the Board was a sizable importer of sugar, and domestic 
production in each nation was consumed within that 
country. In prewar years, England 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, while England 
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. As 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 
allocations but submarine warfare made this difficult 
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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 harvesting of 
considerable 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, the USDA, in cooperation with other 
agencies, allocated this country's suppHes to various 
claimants. The largest claimants were civilians, various 
branches of the military services, and relief agencies. 
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 up by obtaining 
estimates of needs from the military services and other 
interested 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 
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 allocated 
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 
distribution of sugar by refiners and other primary 
distributors was adopted until June 12, 1945, when a 
distribution order (WFO 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 Economic Administration." 

The total quantity of refined sugar which 
distributors were permitted to deliver during April to 
September, 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 
production 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 
the blackstrap molasses produced 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 produced from cane, no sugar is obtained. Invert 
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 production program for 
industrial alcohol was largely determined by agreement 
between USD A and the War Production Board. 

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 corresponding 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 
(tables 17, 18, and 19). The purpose of rationing was to 
reduce demand to the indicated supply and to distribute 
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 represent 
about half the 1941 individual use. The ration to 
institutions was also about 50 percent of 1941 use. 
Industries were allowed 70 percent of 1941 use-the 
lowest rate under which it was considered that industries 
could operate without causing undue hardship. 

Immediately after the beginning of rationing, 
deliveries 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, partieulariy from the Caribbean, 
declined drastically during July and August, the 
improved stock position, resulting from the controls 
over demand, permitted a slight liberalization of the 
rationing program. However, available supplies 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 shipping 
from other areas, by the operation of a shuttle service 
between Cuba and Florida, by increased efficiency^ iq the 
utilization of shipping facilities, and by a reduction in 
the submarine menace. 

Sugar Rationing 

Immediately following Pearl Harbor, the 
Government was faced with the problem of preventing 
maldistribution of available supplies of sugar. To stop 
panic buying and excessive hoarding, Order M-55 was 

However the improvement in shipping during early 
1943 was partly offset by a prospective sharp reduction 
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 supr. 
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Table 17.—Consumer rationing of sugar in the United States during World War II 

Ration period Number of valid stamp 
tWeight 

Weight value :value of 
of valid stamp:valid stamp 
 iper week 

May   5 - May  16        1942 ; No. 
May  17 - May  30 1942 ....: No. 
May  31 - June 13        1942.. : No. 
June 14 - June 27        1942 : No. 
June 28 - July  9        1942 : No. 
July 10 - July 25        1942 : No. 
July 26 - Aug. 22 1942 : No. 
Aug. 23 - Oct. 31        1942 : No. 
Nov.  1 - Dec. 15        1942 : No. 
Dec. 16 1942 to Jan. 31,  1943 : No. 
Feb.  1 - Mar. 15        1943 : No. 
Mar. 16 - May  31        1943 : No. 
June  1 - Aug. 15 1943 : No. 
Aug. 16 - Oct. 31        1943 : No. 
Nov.  1, 1943 to Jan. 15, 1944 : No. 
Good indefinitely after Jan. 16 4/...: No. 

Apr.  1 : No. 
June 16 : No. 
Sept. 1 : No. 
Nov. 16 : No. 

Feb.  1 - June  2        1945 ..: No. 
May  1 - Aug. 31        1945 : No. 
Not validated : No. 
Sept. 1 - Dec. 31        1945 : No. 
Jan.  1 - Apr. 30        19 46 ¡No. 
May   1 to Aug. 31 spare : 

stamp  1946 : No. 
Sept. 1 - Dec. 31 spare : 

stamp  19 46 : No. 
Jan.  1 to Apr. 30        1947 :No. 
Apr.  1 to Sept. 30 spare : 

stamp 19 47 : No. 
June  1 to Oct. 31 spare : 

stamp  19 47 1/ ; No. 

1 - Book 1 
2 - Book 1 
3 - Book 1 
4 - Book 1 
5 - Book 1 
5 and 7 Book 1 
6 and 7 Book 1 
8 - Book 1 
9 - Book 1 
10 - Book 1 
11 - Book 1 
12 - Book 1 
13 - Book 1 
14 - Book 1 
29 - Book 4 
30 - Book 4 
31 - Book 4 
32 - Book 4 
33 - Book 4 
34 - Book 4 
35 - Book 4 
36 - Book 4 
37 - Book 4 
38 - Book 4 
39 - Book 4 

49 - Book 4 

51 - Book 4 
53 - Book 4 

11 

12 

Pounds Pounds 

1 0 .583 
1 .500 
1 .500 
1 .500 
2 .500 
1/ .818 
2/ .818 
3/ .500 
3 .467 
3 .447 
3 .488 
5 .455 
5 .461 
5 .455 
5 .500 
5 5/ .461 
5 5/ .461 
5 5/ .461 
5 5/ .461 
5 5/ .461 
5 .393 
5 .285 

5 .285 
5 .285 

5 .285 

5 6/ .285 
5 6/ ,285 

10 y 
10 6/ 

1/ 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, valid from July 10 to Aug. 22. 

2/ Stamp No. 6 had a weight value of 2 pounds and was valid from July 26 to Aug. 22. 
stamp No. 7 also was valid in this period. 

3/ 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. 
5/ Weight 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. 
6/ Period overlap. 
7/ Rationing for household and institutional users discontinued on June 12, 19 47. 

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 II 

Year 

1942. 

1943. 

1944. 

1945 2/... 

1946, 

Maximum quantity per person 

Stamps ; Application Total 

Pounds    Pounds     Pounds 

10 

1/ 6 

15 

20 

15 

1/ 6 

25 

25 

15 

10 10 

Principal regulations applying 

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

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

Stamp No. 40, book 4, was valid from 
Feb. 1, 1944 to Feb. 28, 1945.  Appli- 
cations for the remainder were accepted 
until Feb. 28, 1945. 

Applications accepted until Oct. 31, 
1945, the total not to exceed 120 lb. 
per family.  Only 5 lb. per person 
allowed for canning vegetables and mak- 
ing jams, jellies, relishes, catsup, 
etc. 2/ 3/ 

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

1/ The limit was entirely removed after May 20, 19 42. 
2/  The maximum was 20 lb. per person from February 23 to May 1, 1945.  This was 

reduced to 15 lb. on May 1. 
3/ 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. 
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Table 19.--Monthly allotments of sugar for industrial users in the united States 
during World War II 1/ 

Ration period 
Bakery : 

and  : Pharmaceu- 
cereal :   ticals 

products: 

Others 
Jams, jellies, 

preserves, 
and fruit 
butters 

Baked beans, 
catsup, 

and 
chili sauce 

Canned 
soups 

1942: 
May - June..•. 
July - Oct.... 
Nov. - Dec.... 

1943: 
Jan. - July... 
Aug. - Oct. 2/ 
Nov. - Dec.... 

1944: 
Jan. - Mar.... 

Apr. - June £/ 
July - Sept 9/ 

Oct. 
1945: 
Jan. 
Apr. 
July 

1946: 
Jan. 
Apr. 
July 

1947: 
Jan. 
Apr. 
July 
July 

Dec. 

Mar.. 
June. 
Dec. . 

Mar.... 
June... 
Dec,... 

Mar. 
June 
Sept 19 

70 
80 
70 

70 
3/ 80 
3/ 90 

80 

80 
80 

80 

80 
75 
60 

60 
70 
60 

60 
75 
85 

70 
80 
70 

70 
100 
110 

4/ 100 

7/ 100 
125 

125 

125 
120 
110 

110 
120 
120 

120 
120 
135 

-Percent of base- 

70 
80 
70 

70 
80 
90 

80 

8/ 70 
80 

80 

70 
11/ 65 

50 

50 
60 
60 

60 
75 
85 

70 
80 
70 

70 
120 
120 

Provisio- 
nal  5/ 

10/ 70 
10/ 70 
10/ 50 

12/ 45 
12/ 55 
1_2/ 55 

12/ 55 
12/ 75 
12/ 85 

70 
80 
70 

70 
80 
90 

Provisio- 
nal 5/ 

70 
80 
70 

70 
80 
90 

80 

8/ 70 
Provisio- 
nal 5/ 

28, 1947 rationing of industrial users discontinued. 

1/ Not including special allotments.  Nonprovisional allowance depended upon the total 
amount of sugar used in the base period, while provisional allowance depended upon the 
amount of specified perishable commodity processed. 2J  Special allowance was made for 
corn sugar and sirup replacement.  V Additional 20 percent allowed on estimated use of 
sugar for bread and rolls only.  £/ Manufactures of pharamaceuticals (internal use) were 
permitted to apply for an increase not to exceed 25 percent.  _5/ Provisional use for 
canned, bottled, frozen, pickled, or otherwise preserved processed foods was dependent 
upon the amount of perishable commodities processed.  The use of sugar per unit of pro- 
duct was limited.  6_/ Special allotment granted for production of frozen sugared egg 
yolks. May 29 to July 31. IJ  Manufactures of pharamaceuticals (internal and external 
uses) were permitted to apply for an increase not to exceed 25 percent.  £/ Application 
for an additional 10 percent permitted.  9_/ Application for increased allotment permitt- 
ed to users who customarily used fresh, frozen, or dried eggs.  10/ Allotment for jams, 
jellies, preserves, fruit butters, and marmalades based on sugar used in 19 44 for pro- 
duction for civilians.  11/ Manufactures of ice cream, ices, sherberts, frozen custards, 
and mixes used for these purposes received 70 percent base use.  12/ 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 19 44 for Goverment 
production, or the amount of sugar used in 19 41, whichever was higher. 

Source:  Sugar Rationing Division, OPA. 
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The improved situation in sliipping 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 industrial users 
was increased and additional special allotments 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 by the 
authorization of a special allotment of sugar to 
manufacturers for July and August 1943. 

In January 1944, consumers' ration stamps were 
made good 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 
continued on the more liberal basis established in August 
1943. In general the 1944 industrial users* rarion was 80 
percent of the base period. Also, supplemental 
allotments above 80 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 products, 
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 good 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 consequent further reduction in suppHes 
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 
applications 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 
program occurred in 1944. Sugar was somewhat more 
plentiful that year than in either of the two 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 for 
home canning were comparatively liberal and people 
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 ori^nally allocated for that 
purpose. ITiere 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 proportion 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. Manufacturers of bread, bakery 
products, and cereals were allotted 60 percent of their 
base use and pharmaceuticals 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 practically unchanged for the fourth quarter 
of 1945 and the first quarter of 1946. 

Individual sugar rations during 1946 and early 
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 
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sugar in anything like the prewar quantity and military 
success for a time increased the demand on the sugar 
prorated by the Combined Food Board. 

the control of the War Shipping Administration and the 
physical handling of the sugar was arranged in much the 
same way as for Cuban and Puerto Rican sugar. 

Sugar continued in very short supply early 
in 1947. However, it soon became apparent that the 
1947 Cuban sugar crop, harvested during the ñrst 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 Rrogram from 
the Office of ftice Administration to USDA. This Act 
provided for the extension of rationing and price control 
to October 31, 1947, if the Secretary of Agriculture 
thought this desirable. Controls were ended before this 
date. 

Purchases from Cuba 

The U.S. Government purchased the entire crops 
of sugar and molasses produced in Cuba, from 1942 
through 1948. The first Government contract for the 
purchase of Cuban sugar, between the Defense Supplies 
Corporation and the Cuban Sugar Stabilization Institute, 
became effective January 28, 1942. This contract 
covered the sale of invert molasses, blackstrap 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 normal 
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 approximately 700,000 
short tons of raw sugar. This invert, plus the blackstrap 
molasses obtained as a byproduct in manufacturing 
sugar, was bought for 2.5 cents a pound of sugar 
content. 

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 production 
in Cuba and Puerto Rico and control of shipments 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 
oüier factors simplified the problem of moving Hawaiian 
sugar compared with that from other offshore areas. 
However, the shipping of sugar from Hawaii was under 
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The 1943 Cuban crop of raw sugar was purchased 
by the CCC. The price was the same as for the previous 
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 
minimum price of 3.10 cents per pound but with an 
escalator clause providing 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, ci.f., New York, 
duty paid, above the sum of 4.20 cents per pound and 
any ocean freight absorbed by CCC above the basic rate 
of 0.34 cent per pound. The minimum price was also to 
be increased if, in any quarter of 1945, the U.S. 
cost-of-living index was more than 4 percent above the 
index for the last quarter 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, 
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Caribbean possessions 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 
treatment 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 
quotas which Cuba regarded 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 
pou^nds. 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 United States 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. 
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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 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 alcohol. 
The Cubans retained enough molasses to keep the 
alcohol plants in their country operating, 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 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 manufacture 
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 relatively 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 contract. 

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 two previous years; in 
addition to the purchase price, each seller received a 
support 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, ci .f., New York over 4.11 cents per 
pound up to 4.51 cents per pound, and 100 percent of 
any increase above 4.51. 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 differential. 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 the 
United Kingdom. 

Effects of the Sugar Program 

No attempt has been made to measure statistically 
the various effects of the Government's sugar program. 
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. Ceiling prices prevented these 
margins from widening as much as mill costs increased; 
therefore, it became necessary for the Government to 
make subsidy payments to processors. 

The net effect of low sugar prices and high 
subsidies, compared with what might have happened 
with higher prices and lower subsidies, is difficult to 
ascertain. Consumers with low incomes surely benefited 
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 
substantially lower than would otherwise have been 
expected, made rationing necessary so that supplies 
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 betwen 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 necessarily complicated. 
They involved first the division of supplies between the 
United States and other countries, then the division 
between the military services, UNRRA and other special 
claimants, and civilian consumers in this country. 

No exact method of determining equitable 
allotments of sugar even between the major groups of 
claimants was developed. During most of the war, 
requests from the military services and many of the 
other special claimants were largely met. Thus civilian 
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 between civihans involved 
programs for households, industrial uses, institutional 
uses, and home canning sugar. Rations for households 
always   provided  uniform  quantities  per  person, the 
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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, famüies 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 Persons doing 
heavy physical work, whose needs may have been 
greater, were not able to obtain any more sugar than 
others. 

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 
different 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 procedure 
resulted in more severe restrictions on the volume of 
business and possible profits in some industries than in 
others. 

The purchase of sugar by the U.S. Government 
from Cuba and Puerto Rico involved protracted 
negotiations 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 consumers 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 production, 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 
distribute goods equitably. 

Nonsugar Sweeteners During World War tl 

The shortage of su^r during Worid War II 
presented producers of other sweeteners with an 
opportunity 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 producmg other caloric sweeteners (table 20). A 
marked increase in the consumption of com 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 requires considerable labor, which was 
scarce. Yields of maple sap also vary widely from season 
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 regulations 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. 
Government 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 produce increased 
quantities of sirup and molasses. 

The situation became one of concern to the 
Government, 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 produced 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 Worid War II. Saccharin appeared much 
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Table 20.—U.S. consumption of sugar and other caloric sweeteners, 1939-49 

ON 
Ü0 

Year ;    Sugar Dextrose 
Sirups 

Honey . . ,                , 
Corn Maple ^   Sorgo ;    other 1/ 

:    1,000 1,000 1,000 1,000 1,000 1,000 1,000 
:    tons tons gal. gal. gal. gal. gal. 

1939  ..:'    6,860 223 93,022 2,756 11,407 27,641 15,362 
1940  ..:    7,029 229 92,283 3,021 10,199 32,537 17,456 
1941  •.:    8,055 321 103,537 2,209 10,684 23,816 19,283 
1942  ..:    5,459 381 170,925 3,351 10,568 37,219 16,896 
1943  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  ..:    6,138 331 155,350 1,103 11,649 50,114 21,624 
1946  ..:    5,660 321 152,584 1,530 9,850 58,539 19,874 
1947  7,466 383 164,577 2,506 11,934 47,218 21,079 
1948  ..:    7,295 352 110,39 8 1,890 9,845 30,19 8 17,366 
1949  ..:    7,493 362 116,757 1,989 

of 1939- 

7,665 28,752 20,037 

.—_ Percent 4y average —- 

1939  ..i     93.8 86-4 96.6 103.5 106.0 98.7 88.5 
1940  ..:     96.1 88.8 95.8 113.5 94.8 116.2 100.5 
1941  110.1 124.4 107.5 83.0 99.3 85.1 111.1 
1942  •.:     74.6 147.7 177.5 125.9 98.2 132.9 97.3 
1943  ..:     86.6 138.8 158.5 100.0 127.5 139.7 111.8 
1944  ..:     98.2 131.0 159.6 102.6 110.3 175.8 104.7 
1945  ••:     83.9 128.3 161.4 41.4 108.2 179.0 124.5 
1946  77.4 124.4 158.5 57.5 91.5 209.1 114.4 
1947  ,.:    102.1 148.4 170.9 94.1 110.9 168-6 121.4 
1948  ..:     99.7 136.4 114.7 71.0 91.5 107.9 100.0 
1949  ..:    102.4 140.3 121.3 74.7 71.2 102.7 115.4 

1/ Includes cane sirups, refiners' sirup, and edible molasses. 

Source:  The World Sugar Situation, 1951, U.S. Dept. Agr. 



more frequently than before on tables in restaurants and 
other eating places, sometimes when no sugar was 
offered customers, and reports of its increased use by 
industrial food processors were fairly common. 

Postwar Recovery 

When World War II ended, world supplies of sugar 
were at their lowest level since the outbreakof the 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 PhiHppines and Java, 

and the reduced production of sugarbeets in the United 
States and Europe. Moreover, 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 repair of damaged 
mining equipment was somewhat slow because 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. 

XI.   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 
controls, of which the last to disappear was 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 producers, 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 amended. 

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 of 
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 Congress the Secretary of 
Agriculture testified that great consideration had been 
given the situation in Cuba and its contribution in 
supplying sugar to the Un^+'^d States and its Allies during 
World War II. He pointed out certain new provisions 
which would substantially benefit producers of sugar in 
Cuba. The extent of the benefits will be examined after 
discussion of 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 
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whenever necessary. However, the guidelines for 
determining consumption requirements were changed by 
requiring that: 

'*...the Secretary in making any such 
de termination...shall take into consideration 
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 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 Statistics 
of the Department of Labor." 

The Consumer Price Index (CPI) for 
January-October 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 yields 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 1955. The failure of 
sugar prices after 1947 to rise as high as the price 



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

Average Actual price \_/     : Calculated price 2J 
Consumers 

price index 

Cents per pound      Cents per pound   1935-39=100.0 

1935-39. 
1940. 
1941. 
1942. 
1943. 
1944. 
1945. 
1946. 

Base period 3/ 

Nov. & Dec 
1947.. 
1948.. 
1949.. 
1950.. 
1951.. 
1952.. 
1953. . 
1954.. 
1955.. 

4.76 
4.42 
5.02 
5.56 
5.60 
5.58 
5.50 
6.47 
8.27 

8.40 
7.76 
7.97 
8.00 
8.38 
8.62 
8.72 
8.72 
8.59 

5.24 
5.25 
5.51 
6.10 
6.47 
6.57 
6.72 
7.30 
8.27 

8.69 
8.97 
8.90 
8.97 
9.74 

53 
74 
79 
85 

100.0 
100.2 
105.2 
116.5 
123.6 
125.5 
128,4 
139.3 
157.8 

166.0 
172.0 
170.0 
172.0 
186.0 
181.9 
186.0 
187.5 
188.1 

1/ Wholesale New York. 
2/  Calculated using formula in the Sugar Act of 1948, 
3/ January through October, 19 47. 

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 consumption 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 requirements 
which were used in the previous act. The tonnages 
specified in the Sugar Act of 1948 were: 

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, the USDA 
considered it equal to 982,000 short tons, raw value. 
This plus the fixed tonnage quotas for domestic areas 
amounted to 5,250,000 tons. 

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 

The remainder, after domestic and Philippine 
quotas, was divided between Cuba and other foreign 
countries, Cuba received 98.64 percent and the other 
countries 1.36 percent of this residual. 

The quotas for domestic areas were about 11 
percent 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. 
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Table 22.--Marketings of sugar in the continental United States, 1935-47 

Domestic areas 
• Philip- 
'  pines Cuba  ! 

Other   '. 
.    foreign. Year Main- '  Puerto ' Vi rgin 

land ; 

Total 
:  Beet  : land :  Hawaii 1   Rico ! Is • countries 

—-Thousand short tons, , raw value— ^—   

1935 .. : 1,478 319 927 793 2 917 1,830 11 6,277 
1936  : 1,364 409 1,033 907 4 983 2,102 29 6,833 

OS 1937  : 1,245 491 985 896 8 991 2,155 89 6,860 
«> 1938  : 1,448 449 906 815 4 981 1,941 75 6,619 

1939  : 1,809 587 966 1,126 6 980 1,930 62 7,466 
1940  : 1,550 406 941 798 0 981 1,750 17 6,443 
1941 . . : 1,952 411 903 993 5 855 2,700 190 8,009 
1942 : 1,703 407 751 836 0 23 1,796 39 5,555 
1943 : 1,524 460 866 642 3 0 2,857 114 6,466 
1944 : 1,155 515 802 743 3 0 3,618 106 6,942 
1945......: 1,043 417 740 903 4  Ö 2,803 87 5,997 
1946 : 1,379 445 633 867 5 0 2,283 46 5,657 
1947 : 1,574 383 842 969 3 0 3,943 45 7,759 

Source :  Su igar Statistics and Related Data, Vol. 1 , U.S . Dept. Agr., Statis. Bui. 293, Sept. . 1961. 



Two features of the 1948 Act were highly 
beneficial to Cuba; one of these also benefited other 
foreign 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 foreign 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 Tons, raw va 

1948 742,000 
1949 425,000 
1950 450,000 
1951 200,000 
1952 200,000 

Cuba's share of these deficits over the 5 years 
amounted to 1,916,150 tons and that for other 
countries to 100,850 tons. The amounts assigned to 
other foreign countries were greater than they could 
reasonably have expected under the conditions of 1937 
when they were entitled to the entire Philippine deficit. 

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 as much so as the Cubans had hoped for and 
requested during the negotiations for the purchase of the 
1946 and 1947 Cuban sugar crops. 

In addition to deficits in supplies from the 
Philippines, there were also deficits in all domestic areas 
except Puerto Rico and the Virgin Islands in 1 or more 
years during 1948-52. A portion 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 II. The purchase from Cuba amounted to 1 
million short tons of raw sugar, and that from Peru to 
37,000 tons. The Netherlands Indies supplied 15,000 
long tons of semirefined sugar. In 1949, the United 
States and Great 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 prevailing 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 reduced to 96 
percent. The term for which the law was to be effective 
was extended to December 31,1956. 

The effects 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 Virgin Islands was 
doubled. 
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The 1956 Amendments 

Although the terminal date for the 1951 
amendments 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 
termination 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 
requirements were 8,350,000 tons or below. The 
domestic areas, however, beginning in 1956 received 55 
percent 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 participate 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 was assigned 
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 fírst 
188,000 tons were apportioned 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, when consumption 
requirements were 8,350,000 tons or below and 
8,538,000 tons or above, were: 

Consumption Requirements 

8,350,000 tons 8,538,000 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 

Total 100.0 100.0 

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 
purchased from producers in the mainland sugarcane 
area, and the remainder from producers of beet sugar. 
Aside  from  benefiting consumers in underdeveloped 

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 PhiHppines 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 requirements 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 Philippines began increasing at a much more 
rapid rate than at any time since the quota system was 
established 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 
requirements 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 
Mexico, the Dominican Republic, and Peru. 

Changes in Sugar Quotas, 1960-61 

The Sugar Act was amended in July 1960 
following the Castro revolution in Cuba in 1959. The 
effective 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. 
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Table 23.—The effect of the 1956 amendments to the sugar act on quotas 
for domestic and foreign areas 

Quotas for area supplyi ng sugar 
Year 

Domestic ■ Philippines ' 
■                         • 

Cuba Other 1/  i Total 2/ 

Thousand tons 

2,860 1955 : :  4,444 977 119 8,400 
1956 : ,  4,801 980 3,090 129 9,000 
1957  :  4,788 980 2,994 213 8,975 
1958  :  4,912 980 3,060 248 9,200 
1959  :  5,021 9 80 3,120 279 9,400 

V Foreign countries other than Cuba and the Philippines. 
2J  Consumption requirements. 

Source:  Sugar Statistics and Related Data, Vol. 1, Statistical Bulletin 
No. 293, USDA, September 1961. 

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 authorized the 
purchase of 1,200,000 tons of sugar for this purpose. All 
but about 12,000 tons of this were purchased. The 
largest amounts were acquired from the Dominican 
Repubhc, 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 quota supplies received from 
various areas. The number of countries from which 
supplies were purchased was considerably larger than in 
1961, but the largest share of the purchased sugar was 
still obtained from the countries which provided the 
largest amounts in 1960. 

Sugar Act Amendments of 1962 

Technically, there were two 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 hiatus 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 general 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 have been 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 

69 



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 

Year 
Raw sugar 
price, duty- 
paid/ N.Y, 

Calculated price 
of raw sugar, duty- 
paid, N.Y. 

Index of prices 
paid by 
farmers 1/ 

Average: 
1957-59.. 

Cents per lb. 

6.21 
6.24 
6.30 
6.45 
8.18 
6.90 
6.75 
6.99 
7.28 

Cents per lb. 

6.21 
6.36 
6.40 
6.53 
6.64 
6.66 
6.83 
7.10 
7.27 

1910-14=100 

292 
1960. . 299 
1961.. 301 
1962.. 307 
1963.. 312 
1964. . 313 
1965.. 321 
1966. . 334 
1967. . 342 

V Including interest, taxes, and wage rates.  Also called the parity 
index. 

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 supplymg the United 
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 tons, 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 consumption in the 

area, should exceed the quota. Small upward 
adjustments have been made in the quota for Hawaii 
under these provisions in certain years, but none have 
been 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 foreign 
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 countries. Since 
the United States has 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 purchases 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 diould be paid to the United States as a 
condition for importing sugar into this country. 
Beginning 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. 
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sugar prices have, with certain exceptions including the 
World War 11 period, been higher than those at which 
exporting countries could sell sugar elsewhere, foreign 
countries endeavored to obtain the largest possible 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 
during 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 who sell sugar to U.S. importers. 

The 1962 Act imposed an import fee on sugar 
imported from any country other than the Philippines 
during the last half of 1962 and in 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 freigjit 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 assi^ed foT 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 countries in 
1965 and 1966, althou^ other provisions of the law 
terminated 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, 
when 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 amendments 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 allocated 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 sugarbeet area did not affect 
the acreage in any reserved area during the 3-year period. 

The Department established 9 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 
Drayton, N.D. 31,000 1965 
Auburn, N.Y. 29,500 1965 
Presque Isle, Me. 33,000 1966 
Phoenix, Ariz. 20,000 1966 

Localities served by expanded facilities 

Ottawa, Ohio 2,415 1964 
Idaho Falls, Idaho 8,140 1964 
CarroUton 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. 

Since 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 supr 
applied oilly to the 3 years, 1962-64, althou^ other 
provisions of the Act did not terminate until the end of 
1966, 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 
Secretary of Agriculture in allotting quotas for 1965 to 
foreign countries other than the Philippines, acting 
"under general authority included in the Sugar Act," 
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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 terminal 
date of the law to December 31, 1971. The quotas 
established earlier by the Secretary of Agriculture for 
foreign countries other than the Phihppines 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 maintain 
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: 

Area Short tons, 
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. 

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

Nearly all countries that produce, import, or 
export sugar in large quantitites have adopted more or 
less complex regulatory systems for the industry. For 
CGñvenience, 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 protected 
at lower levels. Tlie other group regularly exports a 
sizable proportion of its sugar crops. With negligible 
exceptions, nations in the first group are large producers 
of beet sugar. Countries in the second group primarily 
produce cane sugar. A few countries produce sizable 
quantities af sugar from both beets and cane; the most 
important of these is the United States. 

In general, countries which have sizable domestic 
sugar  industries and which also import sugar have 
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developed the most comprehensive systems of control 
over production, prices, imports^ and exports. Most of 
the control systems of exporting countries appear to 
have been desipied largely to take advantage of, or to 
mitigate, thr adverse effects of import controls 
established by importing nations. The foUov^ng 
summaries of the sugar regulatory systems of the more 
important sugar producing and trading countries 
illustrate some of the complexities and diversitites of the 
systems (53). 

Many other countries maintain regulatory systems 
over sugar production and trade similar to those which 
have been summarized, althou^ with considerable 
variation in detail. However, the countries whose control 
systems have been summarized, including the United 
States, accounted for about 60 percent of worid sugar 
production, exports and imports. 



United Kingdom 

The United Kingdom has been a major importer of 
sugar, ever since the 16th century when sugar 
production in the Caribbean and elsewhere in the New 
World developed. During this period, British poHcy 
towards sugar has varied widely from one of protection 
to one of free trade. Following World War I Britain 
reinstated a protective system. After World War II, the 
system was revised to extend greater protection to 
British dominions and colonies which produced sugar for 
export. 

Between the two World 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 II, the British Government 
purchased the exportable surplus in all Commonwealth 
countries at fixed prices. After the war, negotiations for 
a sugar agreement were started and the Commonwealth 
Sugar Agreement (C.S.A.) was signed in December 1951. 
The Agreement was intended to assure a reliable supply 
of sugar for the United Kingdom, to develop the 
production of sugar in Commonwealth countries, and to 
provide for the orderly marketing of sugar. 

The C.S.A. as orignially signed was between the 
United Kingdom and Australia, South Africa, 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 C.S.A. is the 
assignment of quotas to each of the Commonwealth 
countries. The United Kingdom agrees to purchase sugar 
up to the amount of each country's quota at a price 
negotiated each year, which is considered to be 
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 the United Kingdom and 
receive the benefit of a tariff preferential. These 
quantities could also be exported to countries granting a 
tariff preferential to Commonwealth countries. These 
are: Canada, New Zealand, and originally, Rhodesia. 
Also, Commonwealth countries are free to export sugar 
to nonpreferential markets, although these are subject to 
certain limitations in certain years under the terms of 
the International Sugar Agreement (53). 

The distribution of sugar exports (tel 
quel-without regard to quality) from Commonwealth 

countries in 1962, after South Africa had ceased to be a 
member of the C.S.A. was: 

Destination Thousand short tons 
tel quel 

United Kingdom: 
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 is specified in the agreement. 
This, in summary, provides that the price for shipments 
of sugar in 1950 of £ 30/lOs/Od, for sugar polarizing 96 
degrees is considered the "Basic price." A percentage 
distribution of costs for the 1950 crop, representing all 
costs of producing and shipping sugar for export was 
determined and accepted as the "basic weighting of 
costs." Indices reflecting changes in wage levels and 
prices of supplies and services are 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 is then 
determined by varying the basic price proportionately to 
the movement of the price index. 

Since 1957, the Sugar Board has been the agency 
which purchased all sugar in the negotiated price quotas 
of the Commonwealth countries. The Sugar Board then 
sells the sugar for the best free market price obtainable. 
When the negotiated price is higher than the free market 
price, the deficit incurred by the Board is 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 is 
above the negotiated price for any considerable period, 
the surplus accruing to the Sugar Board is disposed of by 
a "distribution payment" whenever a surcharge would 
otherwise have been payable. 

A substantial quantity of beet sugar is produced in 
Britain in addition to supplies obtained from 
Commonwealth and other sources. The British 
Government annually establishes both the total area in 
England to be planted with sugarbeets and the basic 
price to be paid for beets-which is subject to variation 
for various factors such as sucrose content and time of 
delivery. The beets are all processed in plants owned and 
operated  by   the   British   Sugar   Corporation.   This 
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Corporation is allowed to make a profit equivalent to a 
reasonable rate of interest on capital and authorized 
reserves. Any losses incurred by the- British Sugar 
Corporation are made up by the Sugar Board out of 
funds received from the surcharge applicable to all sugar 

'sold in the United Kingdom and any profit in excess of 
the permitted amounts is paid to the Sugar Board. 

France 

France is a major producer of beet sugar; the 
output ordinarily equals or exceeds consumption. The 
French Government controls the quantity of beet sugar 
produced and the price growers receive for beets. The 
Government also establishes prices for all grades of 
sugar. These prices apply to beet sugar produced in 
France and to cane sugar shipped to a 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 possessions. 

West Germany 

The West German Government establishes quotas 
annually for sugar deliveries by individual sugarbeet 
processors, refiners, and importers. Sugarbeet processors, 
on the basis of the quotas they receive, contract with 
growers for the production of sugarbeets. The processors 
undertake to purchase all beets grown in agreed-upon 
areas. In this manner, the Government indirectly 
controls the production of beet sugar. The Government 
also determines the prices of sugarbeets 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 worid price of 
sugar. If the agency declines to buy the sugar, the 
project is abandoned. If the agency buys the sugar, 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 worid 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. 

In recent years, 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 successful 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 Luxemt>ourg 

With the exception of a few acres of beets grown 
in Luxembourg the entire sugar industry in these 
countries is in Belgium. Trade in sugar between Belgium 
and Luxembourg is free of customs duties. 

Contrary to the situation in most European 
countries, sugarbeet and sugar production is not subject 
to Government control in Belgium. However, a 
production 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 processors. 

Both sugar imports and exports are controlled by 
Government license, except 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). 

Netherlands 

The Government does not directly control the 
production of sugarbeets and beet sugar but exerts a 
strong indirect influence through its price policy. Both a 
guaranteed and an actual ex-factory price is established 
for white sugar. Any difference between the actual 
ex-factory price and the guaranteed 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 
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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, Italy, 
Belgium-Luxembourg and the Netherlands have been in 
the process of establishing common economic poHcies 
for all industries including sugar. 

The common policy, based on a variable levy 
program 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 the 
best interests of the community. For sugar, this is the 
area in Common Market countries with the largest 
surplus in production. This is determined to be eight 
departments in the north of France. The arrangement 
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 level, 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 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 Common Market 
area. Beet and sugar production would be subject to 
uniform regularion throughout the area. However, this 
plan was changed and a much more complex scheme 
that provides quotas for individual EEC countries 
together with appropriate price variations among 
member countries was adopted. 

It is expected that the Common Market 
regulations concerning sugar will supersede the 
regulations of individual member countries whenever 
they conflict. 

USSR 

Sugar poHcies in the USSR appear to have 
undergone 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 production of sugar in 
the USSR averaged 3,217,000 metric (3,546,000 short) 
tons. In 1955-56 through 1959-60 output averaged 
5,090,000 metric (5,611,000 short) tons, an increase of 
over 50 percent. Since that time, USSR production has 
continued to increase, reaching 11,500,000 short tons in 
1967-68. 

In addition to greatly increasing the domestic 
production, the USSR imported substantial quantities of 
sugar, particularly from Cuba in 1955, 1956, and 1957. 
In these years, USSR imports of sugar were considerably 
larger than exports and apparently were largely 
consumed domestically. 

Following the Castro revolution in Cuba, USSR 
purchases of Cuban sugar increased substantially, 
primarily for political reasons and as part of the 
development 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 
the increased imports of sugar are, in effect, re exported. 

Sugar prices, production, and marketing within the 
USSR as well as imports and exports are Government 
controlled. 

Japan 

Before World War II, Japan was nearly 
self-sufficient in sugar, largely because of production in 
Formosa, which was then a part of the Japanese Empire. 
With changed boundaries since World War 11, Japan has 
become a major sugar importing nation. In addition 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 
nonsugar sweeteners, both those derived from starch and 
the noncaloric sweeteners, saccharin and cy clama te. The 
starch sweeteners, principally in the form of dextrose. 
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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 
encouraging the increased production of centrifugal 
sugar (the ordinary commercial type). There was also 
some increase in the output of non centrifugal (gur, a 
low-grade sugar used largely in areas where produced) 
sugar. 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 
sufficient sugar from mill owners to fill export 
commitments. 

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 synchronize 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 Government control. 

Shortly after achieving power in 1959, Castro and 
his associates announced their intention of diversifying 
the agricultural economy of Cuba and reducing the 
country's dependence on sugar. Since then the policy 
appears to have been reversed and plans have been 
announced for increasing sugar production in Cuba to 10 
million tons by 1970. The largest amount of sugar 
produced in Cuba since 1960-61, however, has been 
6,600,000 tons in 1964-65. 

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

Philippines 

Practically all the sugar produced in the 
Philippines is either consumed in that country or 
exported to the United States. An agency of the 
Philippine Government, the "Sugar Quota 
Administration" annually determines quotas for A, B, 
and C sugar for the entire country. "A" sugar is destined 
for the United States, "B" sugar is intended for domestic 
consumption, and "C" consists of reserves to fill 
deficiencies in "A" or "B" sugars. 

The national quotas are distributed among the 
sugar mills and the allotments for each mill are assigned 
among the sugarcane growers supplying cane to the mill. 
Sugar mills pay growers for their cane on the basis of a 
sharing system estabUshed by the Government. Sugar 
prices are not controlled, except in emergencies, by the 
Phihppine 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 the United 
Kingdom, Canada, and Japan. 

The production and marketing of Australian sugar 
is closely regulated by the Government of the State of 
Queensland, where most of the sugar is produced 
Outstanding 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 remainder of Australian 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. Exports of Australian sugar are 
all 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. 
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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 authorized 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 and when the export price is higher, the excess 
is paid into the fund. 

XML  THE INTERNATIONAL SUGAR AGREEMENT AFTER WORLD WAR II 

As previously noted, the export quotas estabUshed 
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 II, discussion 
began concerning a new international agreement. Such 
an agreement was reached in 1953 and became effective 
January 1, 1954. The agreement 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 International Sugar Agreement 
of 1958. This agreement also covered a 5-year period 
with provision for review in the 3rd year of its 
operation. The agreement actually operated in 1959, 
1960, and 1961, but the quota provisions were 
suspended at the end of 1961 because of failure to agree 
on quotas for 1962 and 1963. During the years 1962 
through 1968, only the administrative structure 
established by the agreement remained in existence. A 
new agreement became effective in 1969. 

Principal Features of itie 1953 Agreement 

The general form of the 1953 agreement was 
similar to that of the 1937 agreement which it 
superseded. 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 
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United States; USSR imports from Czechoslavakia, 
Hungary, and Poland; trade between member exporting 
countries and their overseas departments, territories, or 
associated States; and certain movements between 
adjoining territories or islands covered by the 
Commonwealth Sugar Agreement of 1951 (53). 

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 A^eement 
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 quota 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 II, The next largest change 
resulted 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 
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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 further 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 quotas 
was limited by certain provisions for automatic quota 
ad}ustments between these levels. Quotas were 
suspended whenever the price exceeded 4 cents per 
pound. Under this provision, quotas were automatically 
suspended in January 1957 and were réimposed in 
November when prices decUned to below 4 cents. In 
1958, the International Sugar Council established 
marketings at 100 percent of basic export tonnages. 

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 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. 

Quotas for 1961 were provisionally set at 85 
percent and 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 reason, 
however, was that Cuba exported to the free market a 
quantity of sugar greatly exceeding that permitted 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) together with its insistence on a much 
larger quota for future years were major factors causing 
the suspension of the quota provisions at the end of 
1961. 

The 19M Agreement 

The International Sugar Agreement was revised 
and reaetiyated on January 1, 1969, for a 5-year period. 
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 agreements- Neither 
the United States nor the European Economic 
Community became members of the new agreement. 

In the 1969 agreement, the annual quota for sugar 
from Cuba is 2,150,000 metric (2,370,000 short) tons, 
nearly twice that of any other country. Exports from 
Cuba to Communist countries are exempt from the 
Cuban quota. The USSR, which imports large quantities 
of sugar from Cuba, does 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 are regarded as a "pass through" 
(reexport) of Cuban sugar. Similar export restrictions 
have been placed on sugar exported from certain other 
Communist countries. These arrangements provide 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 tLe 
agreement leaves them free to export as much sugar as 
they wish. Production plans in these countries are such 
that their output may provide a substantial surplus for 
export. 

Both the quota arrangements with Cuba and the 
Communist countries and the lack of membership of 
EEC countries and the United States appear to be weak 
points in the 1969 agreement. 
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Achievements of the International Sugar Agreement 

The basic purpose of the International Sugar 
Agreements of 1953, 1958, and 1969 and the prewar 
1937 agreement, 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 control 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 it was essential for exporting countries to agree. 
Some compromise was always necessary if the aggregate 
of the quotas was to be small enough to permit 
meaningful market controls. Willingness to compromise 
to achieve agreement was, of course, related to the 
benefits a country thought it might gain from an 
agreement. 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 an 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 percent 
to 51 percent of all free market exports, exclusive of 
those under article 16, which were largely controlled 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 
Cuban 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 
production 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 appeared 
highly important to the Cubans. 

Apparently the above 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 during the 3 previous years had been 2,793,000 
tons. This represented a reduction of 11 percent. 

The situation and outcome for Mexico was very 
different. Prior to 1954, nearly all the sugar produced in 
Mexico was consumed in that country. 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 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 
intermediate between that of Cuba and Mexico. In each 
case, however, 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 
obligations they assumed were relatively minor. They 
undertook to Umit their sugar imports from nonmember 
countries, generally to the proportion so imported in 
previous years. Member countries' subsidies that might 
nullify the purposes of the agreement were subject to 
discussion and recommendation by member nations. The 
agreement also provided for the conduct of studies 
designed to assist in the promotion of sugar 
consumption. 

However, importing nations were under no 
obligation 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. 

The overall achievements of the International 
Sugar Agreement must be judged very largely on the 
basis of the price effects resulting from its operation. 
Throughout most of 1954, 1955, and 1956, sugar prices 
in the world free market remained remarkably steady in 
comparison to most other periods. In these 3 years, the 
price was close to the minimum specified in the 
agreement. The agreement probably did contribute to 
price stability during the first 3 years of its operation. 
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Table 25.—Net exports of sugar to the free market under the 1953 and 1958 International Sugar Agreements 

00 
o 

Exporting 
1953 Agreement 1956 Protocol 1958 Agreement 

country ;   1954 ;  1955  ; 1956 1957 •   1958 ;   1959 â 1960 
• 

1961 

Under Article 14 

Cub a.• •• i  2,002 
.    582 
:    552 
:    213 
:    268 
:     37 
:    240 

•  3,894 

!    718 
:    158 

538 
:    225 
:  1,055 

'-      2,694 

]     6,588 

1,305 

:  7,893 

2,282 
646 
628 
170 
164 
62 

258 

4,210 

690 
166 
537 
264 

1,043 

2,700 

6,910 

1,580 

8,490 

Thousand short 

2,845      2,779 
808       942 
742        802 
45        77 

107        110 
83         15 
92       111 

4,722      4,836 

755        860 
143       197 
583       638 
203       183 

1,089      1,100 

2,773      2,978 

7,495  ^   7,814 

841      2,077 

8,336    9,891 

tons, raw value 

2,635      2,221 
865       730 
663       635 
248       247 
305       293 
57        46 

668 1/   1,536 

5,441     5,708 

729        714 
202        202 
573       559 
276        270 

1,056      1,084 

2,836      2,829 

8.277 8,537 

1.278 526 

9,555      9,555 

2/ 

4,063 
998 
743 
59 

212 
0 

1,412 

7,487 

869 
241 
353 
314 

1,129 

2,906 

10,393 

570 

10,963 

3/ 

7,070 
China (Taiwan)  
Dominican Republic.., 
Poland.  

545 
495 
344 

Czechoslovakia , 
Belcriuin* _          - . < 

329 
115 

Other • 1,433 4/ 

Total. • 10,331 

Under Article 16 

Australia , 836 
Fi"i 1    -            - - < 164 j;j,jx... ., 

Maiii"itiiis  ..>......< 565 
South Africa  
Caribbean Area V* -. : 

Total*, ' 

327 
1,009 

2,901 

Total participants....; 

Nonparticipants - 

Total free market  

13,232 

89 3 

14,215 

1/ Of which Peru shipped 368,000 tons. 2/  Of which Brazil shipped 657,000 tons, Peru 451,000 tons, and 
Hungary 64,000 tons. 3/ Of which, Brazil shipped 828,000 tons, Peru 252,000 tons, and Hungary 117,000 tons. 
4/  Of which France shipped 620,000 tons, Brazil 498,000 tons, India 144,000 tons, and Hungary 131,000 tons, 
5/ Includes British West Indies, British Guiana, and British Honduras. 

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

Metric tons 



Quotas were suspended during most of 1957 when prices 
were unusually high. However, with the reimposition of 
quotas in 1958, prices again stabilized at a somewhat 
higher level than prior to 1957. 

Starting in 1959, changes in the world sugar 
situation, particularly with reference to Cuba, gradually 
made the agreement less effective. The world price of 
sugar dropped from 3.50 cents per pound in July 1958 
to 2.66 cents in July 1959. Production of beet 
sugar in Europe in the fall of 1958 was more than 
1 mülion tons larger than in the previous year. This 
reduced the need for sugar imports and was an 
important factor in Üie price decline to a level well 
below the minimum target of 3.15 cents per pound 
specified in the 1958 agreement. 

World sugar prices recovered considerably in 1960, 
especially in the last half of the year and total exports to 
the free market were the highest on record. One factor 
helping to produce these results was a smaller crop of 
sugarbeets in Europe which increased the demand for 
imports of sugar. Another was the increased purchases of 
Cuban sugar by the USSR when the United States ceased 
buying Cuban sugar. At the time it ceased importing 
Cuban sugar, the United States increased its imports 
from other exporting nations, providing further support 
to world sugar prices. 

The situation changed drastically in 1961. The 
Cuban sugar crop that year of 7,460,000 short tons was 
about a million tons larger than in 1959-60. Also, the 
crop in Western Europe was 2,800,000 tons above the 
previous year. Thus there was a decrease in the demand 
for free market imports of sugar at the same time that 
the available supply of sugar for such imports increased 
substantially- Exports of Cuban sugar to the free market 
increased to 7,070,000 short tons in 1961, a quantity far 
exceeding its allotment under the International Sugar 
Agreement. World sugar prices declined throughout most 
of the year, reaching a low of 2.46 cents per pound in 
December. Quotas under the agreement were suspended. 

In general, it appears that the International Sugar 
Agreement achieved limited success in reaching its goals 
when the Government of Cuba, the largest exporter of 
sugar, was favorably inclined towards 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 if much increase in world sugar 
prices, except those of a temporary and seasonal nature, 
were achieved. Greater stability of prices does seem to 
have been maintained in certain years, particularly 1954, 
1955, and 1956. 

XIV. WORLD SUGAR PRODUCTION AND TRADE 

Sugar production appears to have been increasing 
in the world since the earliest available information. The 
increase became much more rapid, particularly with 
respect to supplies available to European countries, after 
the discovery of America. Comprehensive statistics on 
world sugar production, however, did not become 
available much before the start of the 20th century. 
Production in 1900-01 is estimated to have been about 
13 million tons. By 1939, at the outbreak of Worid War 
II, it was about 35 mülion tons. Output declined to 28 
milUon tons in 194748, the last year of wartime sugar 
controls by the United States. 

During the 20-year period, 194849 throu^ 
1967-68, world sugar production more than doubled, 
reaching a peak of 74 million tons in 1967-68 (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 worid increased by 75 
percent. This is in marked contrast 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 1d48 

Since the end of Worid War II, sugar production 
has increased in every continent, but at quite different 
rates (table 27). The rate for the worid of 2,256,000 
tons per year is equal to 4.41 percent of average worid 
production during the 20-year period. In contrast, the 
annual rate of increase in North America was only 1.77 
percent, while that in the USSR was 8.36 percent. The 
increase in the USSR was much more 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 all occur at the 
same time or have the same effect (57). 
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Table 26.- --Production of sugar by continents, 1948 -49 through 1967-68 

Year ;   North ;  South  ; Western [   Eastern \ World 
[     America ; America ; Europe ; Europe \ U.S.S.R. : Africa  : Asia : Oceania : total 

__i rir\r\    4-^v, 

1948-49  :   12,152 3,319 4,683 2,881     2,183 

lue  

1,603 3,373 1,171 31,375 
1949-50  :   12,821 3,151 4,737 2,737 2,205 1,610 3,528 1,155 31,944 
1950-51  :   13,744 3,587 6,412 3,260 2,400 1,821 3,634 1,131 35,989 
1951-52  :   15,038 3,777 6,227 3,456 2,700 1,709 4,754 943 38,604 
1952-53   :   13,052 4,181 5,956 2,503 3,400 1,930 5,279 1,19 8 37,499 
1953-54  :   13,307 4,593 7,637 3,876 3,525 2,063 4,953 1,571 41,525 
1954-55  :   13,301 4,993 7,109 3,431 3,025 2,238 5,851 1,592 41,540 
1955-56  :   12,941 4,894 7,599 3,521 4,200 2,482 6,379 1,448 43,464 
1956-57  14,451 5,243 7,118 3,025 5,000 2,448 6,894 1,452 45,631 
1957-58  14,576 5,605 7,514 4,060 5,700 2,710 7,390 1,609 49,164 
1958-59. . ; 15,596 6,829 8,852 4,199 6,800 2,794 7,710 1,762 54,542 
1959-60 : 15,805 6,640 7,753 4,096 6,300 2,922 8,700 1,706 53,923 
1960-61 : 17,280 6,894 10,607 5,073 6,600 2,520 9,497 1,669 60,050 
1961-62 : 15,230 6,922 8,432 5,288 7,170 3,124 9,128 1,695 56,989 
1962-63 : 14,603 6,826 7,805 4,626 6,600 3,365 8,791 2,279 54,895 
1963-64 : 16,010 7,120 9,105 4,995 6,475 3,820 10,015 2,242 59,782 
1964-65 : 18,621 7,871 10,635 5,696 11,270 3,917 11,520 2,462 71,992 
1965-66 : 16,194 9,431 9,552 5,072 10,700 3,754 12,054 2,526 69,283 
1966-67 : 18,102 8,736 9,784 5,713 10,100 4,875 10,811 2,877 70,998 
1967-68 : 17,221 8,877 10,631 5,949 11,500 5,163 11,661 3,108 74,110 



Table 27.—Increases in sugar production by continents, annual average^ 
1948-49 through 1967-68 

Average annual increase in production 

North America. 
South America. 
West Europe.•, 
East Europe... 
USSR  
Africa  
Asia  
Oceania ^ 

World  

1, ,000 tons 

266 
317 
277 
166 
494 
168 
472 
96 

2,256 

_!/ Percentage of the arithmetic mean. 

Source:  Derived from Table 25. 

Percent  1/ 

1.77 
5.30 
3.50 
3.96 
8.36 
5.91 
6.19 
5.3(S 

4.41 

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). While Cuba was the largest 
sugar producer in North America during most of the 
period 1948-49 through 1967-68, Cuban production 
showed no tendency to increase but varied erratically 
throughout the period. Prior to 1960, the fluctuations of 
output were largely the result of Cuban efforts to 
regulate supplies in accord with the world demand for 
Cuban sugar. Early in the period, production was rising 
in response to continuing world shortages following 
World War II 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 imposed limitations on output 
that were well below production in the immediately 
prior years. 

After the Castro revolution in 1959, the policy of 
the Cuban Government with respect to sugar production 
appears to have been reversed one or more 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 plantings of cane were 
neglected and some mills dismantled. Sometime before 

1964, the Cuban Government 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. 

In contrast to Cuba, production in other sugar 
exporting areas in North America has expanded 
consistently since the end of World War II (45). The 
growth in output has been most rapid in Mexico, where 
production has more than tripled. Most Mexican sugar is 
consumed domestically, although exports, mainly to the 
United States, have increased~particularly since 1960. In 
1967, exports of sugar from Mexico amounted to about 
one-fifth of production. 

Production in the British and French islands in the 
Caribbean increased considerably from 194849 to 1963. 
The trend has largely been in response to encouragement 
by the British under the Commonwealth Sugar 
Agreement and by a similar French policy. 

The other sugar exporting areas of North America 
consist of the Dominican Republic, Haiti, and the 
Central 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, have  averaged  about 
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Table 28.—Sugar production in North America, 1948-49 through 1967-68 

Crop 
Importing 

countries 1/ 

Exporting countries 

Cuba Mexico 
British St 

French West 
Indies 2/ 

Other 

1948-49 
1949-50 
1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 
1956-57 
1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 

1/  united States and Canada 
2/ Includes British Honduras, 

North 
America 

4,184 5,763 

-i,uüu  ro3 

754 

IS,   raw valu 

748 

e  

703 12,152 
4,469 6,127 692 836 697 12,821 
4,967 6,349 778 869 781 13,744 
4,493 7,964 807 892 882 15,038 
4,559 5,687 911 981 914 13,052 
4,868 5,472 960 1,066 941 13,307 
5,097 5,066 1,041 1,149 948 13,301 
4,720 5,229 870 1,097 1,025 12,941 
4,751 6,252 1,190 1,134 1,124 14,451 
4,572 6,447 1,311 1,074 1,172 14,576 
5,040 6,574 1,460 1,192 1,330 15,596 
5,069 6,462 1,731 1,247 1,296 15,805 
5,461 7,459 1,603 1,328 1,429 17,280 
5,543 5,308 1,647 1,273 1,459 15,230 
5,706 4,211 1,870 1,405 1,411 14,603 
6,620 4,400 2,097 1,321 1,572 16,010 
6,728 6,600 2,280 1,445 1,568 18,621 
6,191 4,950 2,320 1,336 1,397 16,194 
6,291 6,200 2,679 1,265 1,667 18,102 
6,112 5,700 2,530 1,304 1,575 17,221 

113,000 tons per year^ about 2 percent of the average 
output during the period. Much of this increase has been 
in beet su^r, while in the exporting countries it has all 
been cane sugar. 

South America 

In recent years, Brazu has accounted for more 
than half the sugar produced in South America. In 
1967-68, only three countries in the world, the United 
States, Cuba, and the USSR produced more sugar than 
Brazil's 5 million ton crop. Brazilian sugar production 
has been increasing since 1948-49 at an average rate of 
about 192,000 tons per year, or 6 percent. This is 
considerably more rapid than the average for South 
America, but less than the growth rate in Colombia, 
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 in any other 
continent. All but a small quantity of cane sugar 
produced in Spain is beet sugar. 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 
has been in the USSR, followed by the larger producers 
in the EEC countries. Production in EEC countries 
increased about 165 percent from 1948-49 to 1960-61, 
reaching a peak of 7,590,000 tons in the latter year. 
There has been no increase since then. Production trends 
in England have been similar to those in the 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 Germany. 
Sugar output throu^out Eastern Europe has been 
increasing, although more slowly in Czechoslovakia than 
in other countries in the region. In most countries in 
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Eastern Europe, production has continued to increase 
since 1960, in contrast to output in Western Europe 
where growth has been negligible since 1960. 

Asia 

India, where sugar production ori^nated, 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 sligjitly more rapid 
rate of increase than that for the rest of the continent. 
Since 1960-61, there has been no consistent tendency 
for the output of centrifugal sugar in India to rise* 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 II, but this in 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 II. Since the w^, production has recovered 
rapidly and reached a peak of 1,856,000 tons in 
1963-64. This is 16 percent above the previous peak 
reached in 1934-35. 

Other Asian countries where sugar production has 
increased rapidly since 194849 include Pakistan, Japan, 
Turkey, Iran, and Thailand. All the sugar produced in 
Asia is cane sugar, except in Turkey, where beet sugar 
only is produced, and 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 
following World War II, 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 World War II, South Africa, the United Arab 
Republic (Egypt), Mauritius, and Reunion, South Africa 
is the largest producer in this group and Reunion the 
smallest. These four countries provided more than 
four-fifths of the sugar produced in Africa in 1948-49 
and about two-thirds in 1967-68. South Africa alone has 

provided about one-third of the sugar produced in Africa 
since 194849. 

Sugar output in the newer producing countries in 
Africa has increased annually at about 10.5 percent of 
average output during the 20-year period, compared 
with 4.3 percent for the four older producing countries. 
Most of this increase has taken place in former colonial 
territories which have achieved independence since 
World War II. In recent years, the largest producers in 
the group have included Mozambique, Uganda, 
Rhodesia, Swaziland, Malagasy Republic, Tanzania, and 
Kenya. Changes in political status and boundaries make 
it difficult to determine accurately the production of 
individual countries since 194849. Countries where 
production has increased most rapidly in recent years, 
however, include Tanzania, Uganda, 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 cases, the increase in production has 
been considerably more rapid since 1958-59 than in the 
preceeding 10 years. 

International Trade in Sugar 

Sugar has been an important article of 
international trade ever since the earliest establishment 
of the cane sugar industry in 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 
commercial 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. Hie share of cane sugar in 
the total world exports was reduced from 100 percent 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 I, amounted to about 7.5 million 
tons  per  year,  approximately  40  percent  of world 
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production. During 1935-39, world exports averaged 
about 12.5 million 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 II, 
but maintained about the prewar proportion of world 
production. Exports increased nearly 80 percent from 
1948 through 1961 (table 29) or 3.6 percent per year. 
Exports of sugar from Eastern Hemisphere countries 
(table 30) increased at a considerably more rapid rate 
than those from Western Hemisphere countries, rising 
from 38 percent of the world total during 1948-52 to 53 
percent in 1963-67. 

Exports from Western Hemisphere countries, 
except Cuba, increased 5.3 percent a year in 1948-67, 
compared with 5 percent for Eastern Hemisphere 
countries. Nearly all Cuban sugar is exported. The failure 
of Cuban exports to increase during this period is 
attributable to Government price and production 
policies. 

Neither Brazil nor Mexico was an important 
exporter of sugar before World War II. 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 
1967, 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 from the USSR 
have been largely reexports of sugar imported from Cuba 
since 1960. The largest increase in exports has occurred 
in Austraha where the volume has grown far beyond the 
quantity taken by the United Kingdom on a price 
preferential 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 II, but its proportion of total 
world imports has declined (table 31). In fact, the 
tonnage imported has shown an irregular tendency to 
decline since 1958 despite increasing consumption in 
this country. Import trends in the United Kingdom, 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 percent of the 
world's sugar imports; in 1963-67 they accounted for 
only 33 percent. 

Prior to World War II, Japan imported very little 
sugar. The loss of Taiwan, where the Japanese had 
developed a sizable sugar industry, made imports 
necessary after the war. However, in recent years 
Japanese imports of sugar have grown well beyond the 
suppHes formerly obtained from Taiwan or their imports 
from that country in recent years. 

The largest growth in imports for any country has 
been that by the USSR, beginning in 1960. Most of 
these have come from Cuba and reflect the changed 
pohtical status of that country together with the 
cessation of United States imports from Cuba. Also a 
considerable proportion of these imports have been 
reexporte d. 

For many years, the reexport of part of a 
country's sugar imports has been a common practice, 
particularly by certain European countries. Mostly, it 
has involved the importation of raw cane sugar and the 
export of 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 England. 

The reexport of sugar has increased considerably 
in volume since World War II (table 32). During 
1948-60, the largest volume of reexports came from the 
United Kingdom 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. 

Since 1948, reexports of sugar have increased 
somewhat more rapidly in volume than total exports. 
This has been particularly true since 1960. Prior to 1960 
reexports amounted to about 12 percent of total 
exports; since then, 14 percent. 

Since 1948, world net exports of sugar have 
increased somewhat less rapidly than world production. 
The trend has been more pronounced since 1961 (table 
33). The declining relative importance of net exports in 
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Table 29.—Trends in sugar exports from principal exporting countries in the Western Hemisphere, 
1948-67 

Year Cuba Mexico 
Dominican 
Republic Brazil Peru Other Total World 

-1,0 00 tons, raw value 

00 

1948 : 6,521 
1949 : 5,391 
1950 : 5,636 
1951 : 5,981 
1952 : 5,514 
1953 : 5,978 
1954 : 4,613 
1955 : 5,133 
1956 : 5,998 
1957 : 5,999 
1958 : 6,120 
1959 : 5,458 
1960 : 6,211 
1961 : 7,064 
1962 : 5,656 
1963 : : 3,881 
1964 : 4,603 
1965, . • : 5,859 
1966 : 4,435 
1967 : 5,683 

52 
33 
25 
0 
9 

65 
78 
89 
35 

10 9 
195 
169 
520 
631 
394 
438 
578 
581 
475 
568 

482 
487 
484 
532 
604 
610 
561 
639 
767 
848 
738 
731 

1,208 
825 
890 
719 
717 
591 
548 
585 

398 
43 
28 
23 
52 

285 
166 
642 
21 

472 
844 
688 
852 
863 
491 
581 
279 
841 

1,005 
1,001 

387 107 7,923 12,192 
314 280 6,548 11,266 
273 1,254 7,700 12,386 
393 1,136 8,065 12,298 
317 1,255 7,751 12,740 
454 1,278 8,670 14,890 
470 1,299 7,187 13,730 
538 1,441 8,482 15,491 
476 1,569 8,866 15,342 
551 1,586 9,565 16,978 
456 1,346 9,699 '17,067 
530 1,436 9,012 16,293 
583 1,643 11,017 19,103 
661 1,968 12,012 21,754 
528 1,854 9,813 20,129 
547 2,344 8,510 19,138 
468 1,853 8,49 8 19,304 
403 2,082 10,357 21,167 
424 1,846 8,733 19,022 
431 1,913 10,181 21,089 



Table 30.—Trends in sugar exports from principal exporting countries in the Eastern Hemisphere, 1948*67 

:           : '        South 
Year : Australia rPhilippines: aSSR    : Taiwan '       Africa : Mauritius : Other :   Total 

_—    1 r\rir\ tons, raw -•" 1, UUU value*-**—*-" 

1948  :     466 237 _^- 220 8 425 2,913 4,269 
1949  :     535 457   340 82 479 2,825 4,718 
1950.  :     421 484   711 75 396 2,599 4,686 
1951  :     326 679 100 327 73 557 2,171 4,233 
1952   :     271 944 85 518 11 518 2,642 4,989 
1953  :     817 926 135 1,020 109 531 2,682 6,220 

gg  1954  :     718 1,018 254 583 244 553 3,173 6,543 
1955  :     700 977 255 649 271 539 3,618 7,009 
1956  828 1,014 214 707 201 585 2,927 6,476 
1957  :     884 942 233 881 164 639 3,670 7,413 
1958   :     770 1,011 245 931 265 574 3,572 7,368 
1959  :     717 1,124 242 815 273 560 3,550 7,281 
1960 • :     869 1,164 291 1,012 288 353 4,109 8,086 
1961........... :     906 1,153 1 ,048 720 326 565 5,024 9,7 42 
1962  :   1,287 1,226 9 86 673 475 567 5,102 10,316 
1963  :   1,263 1,195 1 ,014 762 646 633 5,115 10,628 
1964  1,384 1,279 477 984 644 635 5,403 10,806 
1965  :   1,317 1,195 805 9 20 413 638 5,528 10,810 
1966.  1,720 1,118 1 ,163 852 528 571 4,337 10,289 
1967  1,666 1,107 1 ,201 570 799 561 4,004 9,908 



Table 31.—Trends in sugar imports by principal importing countries, 194 8-67 

00 

Year 
"  United  " 
; States 1/ ; 

United  ; 
Kingdom [ USSR :   Japan :  Canada :  France :  Morocco : Other :   World 

:- 1 nn /^ tons, raw 

623 
623 
640 
547 
611 
582 
657 
680 
719 
692 
735 
762 
680 
760 
832 
830 
845 
838 
782 
893 

1948 3,225 
3,753 
3,707 
3,666 
3,872 
3,828 
3,795 
4,011 
4,173 
4,166 
4,765 
4,571 
4,717 
4,226 
4,671 
4,486 
3,596 
3,498 
3,846 
4,157 

2,095 
2,449 
2,351 
2,552 
2,288 
3,393 
2,710 
2,504 
2,614 
3,218 
2,987 
2,851 
2,560 
2,582 
2,414 
2,817 
2,547 
2,175 
2,227 
2,195 

1 
3 
2 
1 
2 
2 
1 
2 

11 
19 6 
718 
386 
747 
440 
390 
,893 
,965 
,740 
,255 
,082 
,293 
,843 
,483 

621 
285 
44,7 
559 
809 

1,168 
1,038 
1,130 
1,326 
1,281 
1,348 
1,341 
1,379 
1,508 
1,651 
1,628 
1,701 
1,725 
1,739 
1,817 

351 
325 
376 
139 
397 
449 
368 
361 
379 
607 
504 
594 
860 
432 
474 
425 
566 
435 
509 
489 

151 
190 
228 
247 
284 
309 
325 
396 
375 
386 
367 
377 
305 
281 
454 
411 
447 
373 
340 
350 

3,761 
3,406 
4,638 
4,188 
4,284 
4,728 
4,674 
5,406 
5,247 
5,456 
5,760 
5,289 
5,908 
7,525 
7,535 
7,261 
6,993 
6,970 
7,717 
7,262 

10,827 
11,031 
12,387 
11,898 
12,543 
14,468 
13,763 
1 ^   9nfi 

1949 
1950 . .. 
1951  
1952  . . 
1953  
1954  
1955 
1956  15 219 
1957  16,553 

16,960 
16 175 

1958  
1959  
I960  18,302 

21 279 1961  
1962 9n 771 
1963. ... 19,113 

18,777 
1 R "^m 

1964  
1965  
1966  19 ,003 
1967  19,646 

1/ 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. 



Table 32.--Reexports 1/ of sugar by principal reexporting countries, 1948-67 

Year 
United 
Kingdom France 

Nether- 
lands USSR 

Mainland 
China 

East 
Germany 

Czechos- 
lovakia Other Total 

-lyOOO metric tons- 

1948  724 
1949  705 
1950  901 
1951  868 
1952  810 
1953  794 
1954  842 
1955  865 

^    1956  696 
^    1957  807 

1958  673 
1959  657 
I960  587 
1961  391 
1962  381 
1963  489 
1964  532 
196 5  328 
1966  329 
1967  355 

19 4 
231 
302 
139 
357 
348 
368 
500 
379 
591 
505 
481 
669 
432 
474 
425 
566 
435 
509 
471 

110 
114 
223 
125 
163 
205 
78 

139 
53 
34 
33 
36 

146 
55 
14 
19 
7 

12 

11 
196 
254 
214 
233 
245 
242 
291 

1,048 
993 

1,014 
477 
730 

1,163 
1,201 

1 
1 
3 

65 
33 
13 
57 

186 
244 
445 
398 
499 
500 

12 
12 

68 
123 
255 
216 
89 

17Q 
207 
150 

24 
6 

165 
165 
55 

209 
263 
188 

203 
169 
542 
313 
360 
411 
226 
134 
414 
325 
338 
335 
663 
620 
583 
530 
337 
253 
302 
310 

1,231 
1,219 
1,968 
1,445 
1,690 
1,769 
1,710 
1,893 
1,769 
2,005 
1,859 
1,784 
2,461 
2,732 
3,051 
3,102 
2,50 8 
2,535 
3,272 
3,175 

1/  Exports when exports are smaller than imports, and imports when imports are smaller than exports. 

Source:  Calculated from statistics appearing in reports on international trade in sugar of the Foreign 
Agricultural Service, USDA 



Table 33.—Trends in world sugar exports and production, 1948-67 

Year 

1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
19 57 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 

World net 
exports 1/ 

World      ;  Share of pro- 
production   |duction exported 

lyOOO tons, raw value 

10 
10 
10 
10 
11 
13 
12 
13 
13 
14 
15 
14 
16 
19 
17 
16 
16 
18 
15 
16 

,961 
,047 
,418 
,853 
,050 
,121 
,020 
,598 
,573 
,973 
,208 
,509 
,642 
,022 
,141 
,036 
,796 
,632 
,750 
,914 

the world's sugar economy appears to be the result of 
the increased effectiveness of trade restrictions imposed 
by some of the more important importing nations and 
the increase of sugar production, largely for local 
consumption, in numerous underdeveloped countries in 
Africa, Asia, and Latin America which formerly 
imported all or nearly all the sugar consumed there. 

The trend of imports by the United States and the 
United Kingdom, both of which have been large-scale 
importers for many years, illustrates some of the effects 
of protective systems on international trade. U.S. sugar 
imports during 1948-52 equaled 10.4 percent of world 
sugar production; in 1963-67, they amounted to only 
5.7 percent. Net imports of the United Kingdom 
declined from 4.4 percent of world production in 
1948-52 to 2.9 percent in 1963-67. 

From 1948-52 to 1962-67, the U.S. production of 
sugar increased 44 percent, compared with 7.5 percent 
for imports. Sugar production in the United Kingdom 
increased 47 percent from 1948-52 to 1963-67, and net 
imports rose 28.5 percent. The same divergent trends 
have occurred in the USSR, although trade data for the 
years immediately following World War II are not 
available. 

31,375 
31,944 
35,989 
38,604 
37,499 
41,525 
41,540 
43,464 
45,631 
49,164 
54,542 
53,923 
60,050 
56,989 
54,895 
59,782 
71,992 
69,283 
70,998 
74,110 

Percent 

34.9 
31.5 
28.9 
28.1 
29.5 
31.6 
28.9 
31.3 
29 
30 
27 
26 
27 
33 
31 
26.8 
23.3 
26.9 
22.2 
22.8 

\J  World exports minus reexports. 
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Brazil's production has increased rapidly enough 
to provide for both increased domestic consumption and 
increased exports. Average annual production during 
1963-67 was 2,821,000 tons above that for 1948-52, 
while 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, 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 preference 
is limited to certain quantities of sugar imported each 
year. Exporting countries naturally export as much sugar 
as they can to markets where they obtain the highest 



priée. Arrangements of this sort are a major factor 
determining the pattern of world trade in sugar. They 
are more political than economic in nature (table 34). 

The United States accounted for about one-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 possessions 
or former possessions in America, The United States 
received almost four-fifths of all the sugar exported by 
these countries. 

Somewhat the same sort of arrangement applies to 
other major importing countries. For instance, about 78 
percent of the sugar imported into the United Kingdom 
came from former British 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 the United Kingdom. Together, 
the United Kingdom and Canada took about 57 percent 
of the exports from British sources and 42 percent of 
those from South Africa. 

The principal other purchaser of sugar from British 
sources was Japan, which imported almost as much 
Australian sugar as the United Kingdom and Canada 
together. Cuba and South Africa were the otiier 
important sources of Japanese imports. The three 
countries supplied than four-fifths of Japanese sugar 
imports in 1967. 

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 die USSR and Mainland China 
came from Cuba and appear to have been intended as a 
means of assisting that country economically. A large part 
of diese imports were offset by exports. 

Although the ^oup of importing countries 
discussed 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 political 
connections; New Zealand imports sugar primarily from 
Austrdia and the former French possessions in North 
Africa continue to obtain their sugar from France. In 
other cases, an importer merely buys sugar wherever it 
can be obtained most cheaply that year. 

The countries shown in table 34 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 worid, 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, and the United 
Kingdom 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 
countries not Hsted in table 34, Much of the sugar 
exported from France and the United Kingdom went to 
former possessions of tho^ countries. 

It is apparent that most of the world's 
international trade in sugar is conducted under various 
special anangements and that 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 nations and the widely varying 
amount of the preference makes it impracticable to 
determine the exact extent of nonpreferentid trade in 
sugar. 
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Table 34.--International trade in sugar, 1967 

Exporting 
countries United 

States 

U.S. sources: =  

Philippines : 1,122 
Mexico : 520 
Central America : 174 
Dominican Republic : 629 
Brazil : 651 
Peru : 372 
Other W. Hemisphere : 245 

Total : 3,713 

British sources : : 
Australia : 195 
Fiji : 43 
Mauritius î 19 
India ' 76 
British Caribbean V-. . . : 199 

Total : 532 

Common Market sources:    : 
French Caribbean : 5 8 
Reunion :      
Malagasy Republic : 9 

Total = ^"7 

Japanese sources: : 
Taiwan ^ - : 8Ö 
South -Africa : 66 

Total : 146 

Sino-Soviet sources:      : 
Cuba :      
Eastern Europe 2_/ : 8 

Total : 8 
All other countries : 112 
World : 4,578 

Importing countries 

United 
Kingdom Canada Japan 

Common 
market USSR 

Mainland 
China 

11   

20   

13 8 
44 13 

486 173 
162 85 
414 55 
86   

727 215 
1,875 528 

-1,000 short tons- 

13 

14 

25 
52 

658 
45 

703 

15 

47 
15 
29 

106 

12 

12 

111 
216 

2 
329 

  __- 87     

133 238 375 24   

133 238 462 24 — ^ 

89 77 597 82 2,734 
68     249 3 

157 77 597 331 2,737 
208 128 187 378   

2,417 984 2,001 1,180 2,737 

613 

613 

613 

1/ Guyana, British Honduras, and British West Indies. 
V Bulgaria, Czechoslovakia, East Germany, Hungary, Poland, Romania, and Yugoslavia. 

Other Total 

98 1,220 
100 625 
23 225 
4 644 

370 1,102 
87 474 

112 432 
794 4,722 

324 1,836 
16 351 

118 618 
34 196 
91 1,232 

583 4,233 

12 181 
4 220 

77 88 
93 489 

461 628 
44 880 

505 1,508 

2 ,072 6,264 
841 1,169 

2 ,913 7,433 
2 ,730 3,743 
7 ,618 22,128 

Source: Reports of the Foreign Agricultural Service, USDA, and International Sugar Council Sugar Yearbook, 1967, 



XV.  POSTWAR TRENDS IN THE U.5. SUGAR INDUSTRY 

The World War ÎI 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 returned to its prewar system, somewhat 
modified, of regulating the production, importation, and 
marketing of sugar at the beginning of 1948. 

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 for the 
beginning of 1948. As a result, sugar marketings in 1948 
were smaller than in 1947, although larger than in other 
years of wartime controls. After 1948, sugar marketings 
in the United States increased at a fairly regular rate and 
in 1968 were about 55 percent above 1948 (table 35). 

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 two-thirds of the 
average annual increase in sugar marketings since 1948 
have come from domestic areas and one-third from 
imports (table 36). The largest increase in tonnage has 
been supplied by the domestic beet sugar industry but 
the largest percentage increase has come from the 
mainland sugarcane area. 

Most of the increase in the mainland cane area has 
been in Florida. The size of the increase in supplies from 
the Philippines is partly the result of wartime 
destruction in that country, as a result of which receipts 
of sugar from the Philippines were comparatively 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 little trend; the average 
annual increase has been only 17,000 tons per year. 
During 1948-68, the net effect of numerous 
amendments to the sugar quota laws has been to assign 
most of the increase in U.S. sugar consumption to 
domestic  areas.  The  decline in  Puerto  Rican sugar 

production has produced rather large deficits in quota 
supplies from that area, especially since 1962. Since 
1962, all of these deficits have been assigned to foreign 
countries, including the Philippines, Except for the 
assignment of these deficits, the growth in U.S. sugar 
imports might have been even smaller than the modest 
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 further 
processing of raw sugar in separate plants into refined 
sugar (j^). These functions may all be combined in a 
single company or entrepreneur, but are frequently 
divided in various ways among thee separate individuals 
or organizations. The characteristic arrangements vary 
considerably among the various sugar producing areas 
and gradual changes have occurred in each area. 

Beet Sugar 

Nearly all the sugarbeets produced in the United 
States are grown by farmers for sale to a processor. 
Sugarbeet processors grow only an insignificant acreage 
of beets, usually for experimental purposes, and farmers 
do not collectively own any processing plants. Since 
1948 the number of farms on which sugarbeets are 
grown has declined. However, the average acreage of 
beets per farm has increased more rapidly than the 
decline in numbers, and production has risen 
substantially (table 37). 

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 major 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 producing beets. The 
most economical use of the machines requires a larger 
acreage than most farmers could handle before the 
newer machines became available (40). 

The U.S. sugarbeet industry has grown at very 
different rates in various parts of the country since 
1948, as shown by trends in acreage planted to 
sugarbeets in various areas (table 38). While U.S. acreage 
in 1968 was about 74 percent above the 1948-52 
average, it increased 200 percent in the Red River Valley 
and 120 percent in the Pacific Northwest. In California, 
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Table 35-—Sources of sugar for the United States, 1948-68 

Year 
Mainland 

Beet Cane 
Hawaii 

Puerto 
Rico 

Virgin 
Islands Philippines Cuba 

Other 
foreign 

countries 
Total 

1948   1,656 456 
1949   1,487 557 
1950   :   1,749 522 
1951   1,730 457 
1952   1,560 579 
1953   1,749 513 
1954   1,802 501 
1955 ...... 1,797 500 
1956   1,955 601 
1957   2,066 636 
1958   2,240 680 
1959   2,241 578 
1960  : 2,165 619 
1961  : 2,608 774 
1962  : 2,415 780 
1963  : 2,966 1 ,065 
1964  : 2,699 911 
1965  : 3,025 1 ,100 
1966  : 3,024 1 ,100 
1967  : 2,824 1 ,169 
1968  : 3,085 1 ,204 

714 
769 

1,145 
941 
972 

1,087 
1,040 
1,052 
1,091 
1,037 

630 
977 
845 

1,045 
1,084 
1,033 
1,110 
1,137 
1,202 
1,250 
1,194 

•1,000 tons, raw value- 

1,013 
1,091 
1,053 

959 
983 

1,118 
1,082 
1,080 
1,135 

912 
823 
958 
896 
980 
904 
876 
792 
829 
712 
705 
505 

4 
4 

11 
6 
6 

12 
10 
10 
13 
15 
6 

12 
7 

16 
11 
16 
16 
4 
5 
0 
0 

252 
525 
474 
706 
860 
932 
974 
977 
982 
906 
980 
980 

1,155 
1,356 
1,257 
1,196 
1,174 
1,178 
1,190 
1,122 
1,124 

2,927 62 
3,103 52 
3,264 61 
2,946 13 
2,980 51 
2,760 111 
2,718 113 
2,862 118 
3,089 126 
3,127 217 
3,438 279 
3,215 279 
2,390 1 ,445 

0 3 ,064 
0 3 ,341 
0 3 ,394 
0 2 r417 
0 2 ,418 
0 3 ,307 
0 3 ,681 
0 4 r007 

7,084 
7,588 
8,279 
7,758 
7,991 
8,282 
8,240 
8,396 
8,992 
8,916 
9,076 
9,240 
9,522 
9,843 
9,792 

10,546 
9,119 
9,691 

10,54^ 
10,751 
11,119 

Source:  Sugar Statistics and Related Data, Vol. 
Sugar Reports since 1960, USDA. 

1, Statistical Bui. 293, Sept. 1961, and various issues of 



Table 36.—Postwar average annual changes in quantity of sugar marketed in the 
United States, by sources of supply, 19 48-68 

Source of  supply            : Amount of  increase :Average annual  increase   IJ 

1,000  tons Percent 

Domestic beet  80 3.6 

Mainland  cane  35 4.8 

Hawaii  14 1.4 

Puerto Rico  2/  :                             -20 -2.1 

All  domestic  i                           109 2.2 

Philippines  !                              36 3.7 

Other  imports   3/  :                               17 .5 

All  imports  i                              53 1.3 

Total..••  i                           162 1.8 

\J    Percentage of arithmetic mean 
7/ Includes Virgin Islands. 
ZJ     Includes receipts from Cuba. 

Source:  Reports of Agricultural Stabilization and Conservation Service, USDA. 

Table 37.--Trends in the U.S. beet sugar industry, averages for 19 48-52, 1953-57, 19 58-62, 
and years, 1963-67 

Period 
or 

year 

1948-52 

1953-57 

1958-62 

1963 

1964 

1965 

1966 

1967 

Farms growing 
sugar beets 

Average 
harvested 
area per 

farm 

Average 
yield 
of 

beets 

Total sugar 
produced 
raw value 

Grower 
receipts 

per 
farm 

Share of 
receipts 

from 
Government 

Man-hours 
per ton 

of sugar 
produced 

Number 

30,239 

25,412 

24,397 

22,807 

23,968 

22,608 

19,542 

17,775 

24 2 

31 8 

40 6 

54 7 

58 1 

54 9 

57 .9 

63 .9 

Tons 

14.7 

16.6 

17.2 

18.7 

17.0 

16.5 

17.6 

17.2 

1,000  tons Dollars 

1,559 4,892 

1,957 7,258 

2,404 9,794 

3,086 14,697 

3,332 13,848 

2,816 12,869 

2,853 15,346 

2,694 17,509 

18 1 

17 3 

16 7 

15 3 

16 2 

16 1 

14 9 

14 .1 

Number 

34.1 1/ 

30.6 

21.6 

19.5 

20.1 

19.9 

18.7 

18.6 

1/ 1950-52 only. 
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Table 38.—Trends in acreage planted to  sugar beets, by areas in the United States, 
averages, 1948-52, 1953-57, 1958-62, and years, 1963-68 

Period California 
Pacific :Red River 

Northwest: Valley 
1/    :   2/ 

Rocky 
Mountain 

3/ 

Michigan- 
Ohio 

Other United 
States 

1948-52. 

1953-57. 

1958-62. 

1963  

1964  

1965  

1966.... 

1967  

1968  

17 2 

19 2 

229 

320 

362 

313 

288 

222 

264 

117 

137 

172 

229 

268 

236 

217 

228 

280 

-1,000   acres- 

83 

107 

133 

172 

175 

191 

193 

211 

252 

307 

312 

373 

421 

452 

379 

364 

344 

417 

1/    Idaho,  Oregon,   and Washington. 
2/    Minnesota and North Dakota. 
3/     Colorado,   Montana,   Utah,   Wyoming,   and Nebraska. 

101 

87 

100 

114 

125 

112 

112 

106 

128 

31 811 

28 863 

31 1,038 

44 1,300 

74 1,456 

77 1,308 

69 1,234 

88 1,199 

133 1,476 

acreage increased rapidly through 1964, when it was 110 
percent above the 1948-52 average; then acreage 
declined for 3 years, but recovered somewhat in 1968. 
Acreage also reached a peak in 1964 in the Rocky 
Mountain States which, however, was only 47 percent 
above the base period. The 1968 acreage, although above 
those for the 3 previous years, was 15 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 
is largely the result of the construction of new beet sugar 
müls and 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. At the other 
extreme, no beets have been grown in Wisconsin since 
1961, although one-third of the acreage in the "other" 
States were grown there during 1948-52. 

Sugarbeets have been processed by a maximum of 
72 factories in 1950 to a low of 60 factories in 1963 and 
1967. During the period, eight or nine new factories, 
mostly of much larger than average size have been built 
and the capacity of a number of existing factories has 
been increased The factories which closed have nearly 
all been old and small plants. As a result, total factory 

capacity has increased considerably. In 1967, factories 
operated in 18 States. However, more than one-third of 
the total factory capacity was located in California and 
Colorado and only about 12 percent in States east of the 
Mississippi River. 

The 60 or so plants processing sugarbeets in recent 
years have been operated by 13 companies of which 2 
companies, operating single plants, ceased operation in 
1967 or 1968, leaving 11 operating companies. Some of 
them are subsidiaries of larger companies engaged in 
businesses other than the processing of sugarbeets. 

The 6 largest processing companies ordinarily 
produce nearly nine-tenths of the total output of U.S. 
beet sugar. In some respects, the degree of concentration 
is even greater than that indicated by the overall figure. 
For instance, one company owns all the mills in 
Minnesota and North Dakota; two companies own all 
the mills in Utah, Idaho, Oregon, and Washington; and 
one company owns all the mills in northeast Colorado 
plus all the mills in adjacent areas in Nebraska and 
Kansas. One effect of this is that few sugarbeet growers 
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. 
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U.S. sugarbeets are all produced under annual 
contracts between growers and processors. Although 
varying in detail, these contracts possess certain common 
characteristics. They are entered into before the beets 
are planted-, the acreage to be grown by each farmer is 
specified; the growers are required to use seed supplied 
by the processor; various cultural practices relating to 
items such as rotation practices, the use of fertilizer, and 
time of harvest are specified; and the price to be received 
by the grower is stated in terms of a formula related to 
the price the processor receives for sugar. 

Because of this method of determining the price 
for beets, the grower-processor contracts are commonly 
referred to as participation contracts. These contracts 
commonly provide for the determination 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 somewhat 
different contracts for different areas where they have 
mills. The contract terms since 1934 have been reviewed 
by   Government   officials   responsible   for   the 

administration of the Sugar Act. This law gives the 
Secretary of Agriculture power to specify minimum 
prices to be paid growers for their beets. The Secretary 
usually has approved existing or proposed contracts as 
meeting minimum requirements, although frequently 
this has been preceded by consultation with the parties 
concerned. 

Mainland Sugarcane 

Louisiana and Rorida are the only mainland States 
where sugarcane is grown for the commercial production 
of sugar, although small quantities of cane are grown for 
the production of sirup in a few oiher 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 39). Much of the increased acreage per farm is the 
result of expanding production in Florida, especially 
since 1960. In 1966, the 169 farms growing sugarcane in 
Florida produced 24 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   Louisiana. 

Much of the U.S. sugarcane is produced by 
companies which also own and operate processing mills. 
The proportion grown in this manner in Florida is larger 

Table 39.—Trends in the U.S. mainland cane sugar industry, averages, 1948-52, 1953-57, 
1958-62, and years, 1963-67 

Period 

Farms 
growing 
sugar- 
cane 

: Average : 
•harvested: 
area per : 

farm   : 

Average 
yield 
of 

cane 

Total  : 
sugar  : 

produced : 
raw value: 

Grower   \ 
receipts  : 

per 
farm 

Share of 
• receipts 
Î   from 
¡Government 

:Man-hours 
: per ton 
:of sugar 
: produced 

Number Acres Tons-  ] L,000 tons Dollars Percent Number 

1948-52... :   5,192 64.7 20.5 516 9,541 14.7 70.1 1/ 

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  2,419 192.3 29.9 1,183 61,147 10.3 28.2 

1964  2,483 228.7 25.3 1,147 44,379 8.7 31.4 

1965  2,396 209.9 25.3 1,104 45,436 8.8 27.9 

1966  2,249 226.6 26.2 1,214 55,359 8.9 25.1 

1967  2,065 247.4 30.9 1,457 74,792 11.0 23.2 

1/  1950-52 only. 
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than in Louisiana where the industry is older. 
Independent growers with no ownership relation to a 
sugar mill sell their cane to one or more sugar mills on 
annual contracts, that are likely to be less formal than 
those used for sugarbeets. 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 ordinarily nothing is included 
about varieties, fertilization, or cultural practice. 

The price commonly paid is the minimum price 
determined annually by the Secretary of Agriculture. 
This minimum price is specified in a formula which takes 
account of the quality of the cane-sucrose content and 
purity-and the price of raw sugar in New York City over 
a specified period of time. The formulas for Louisiana 
and Florida sugarcane differ as to details but are 
generally the same. 

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 increased about 40 percent since 
1953-57. 

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. While man-hour requirements 
in Puerto Rico have been reduced over one-fourth, 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 and, 
while more machinery is now used there than there was 
at the end of World War 11, the introduction of 
labor-saving devices in the Puerto Rican sugar industry 
has been at a slower rate than in any of the other areas. 

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 40). 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 and 
sugar in Hawaii is refined sugar sold in the continental 
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 there 
than in 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 operating 
one or more sugar mills (table 41). The average number 

The production of sugar in Puerto Rico in 1967 
was about 37 percent smaller than the 1948-52 average. 
Puerto Rico is the only major domestic sugar producing 
area in which production has declined since World War 
II. 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 
determined in about the same way as that used in 
Florida and Louisiana, although the details vary from 
mainland practices. For instance, the period of time used 
in determining the average price to be used in the 
sugarcane 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. 

Raw Sugar Prices in the United States 
and the World Sugar Markets 

Under the United States sugar quota system, sugar 
prices in this country and in the "world" market have 
remained effectively separated. Price movements have 
frequently been in opposite directions. Since 1948, the 
trend in U.S. sugar prices has been generally upward and 
in the world market, downward (table 42). As a result, 
the margin between U.S. prices and those in the world 
market has widened substantially. If the figures for 
1951, 1957, 1963, and 1964, when sugar markets 
generally were disrupted first by the outbreaks of war in 
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Table 40.—Trends in the Hawaiian cane sugar industry, averages, 1948-52, 1953-57, 
1958-62, and years, 1963-67 

Period 

Farms 
harvesting 

Î   sugar- 
Î   cane 

Average 
harvested 
area per 

farm 

Average 
yield 
of 

cane 

Total 
sugar pro- 
duced , raw 

:     value 

Man-hours 
per ton 
of sugar 
produced 

Number Acres Tons 1,000 tons Number 

1948-52 ' 362 296.1 76.4 954 24.3 1/ 

1953-57 • 846 120.6 89.0 1,100 19.1 

1958-62   871 153.5 87.5 978 15.8 

1963  612 175.0 93.4 1,101 13.6 

1964  535 207.1 94.8 1,179 11.8 

1965  578 189.6 98.9 1,218. 10.8 

1966  529 209.8 98.8 1,234 10.5 

1967 i  569 196.5 98.8 1,191 10.9 

1/  19 50-52 only. 

Table 41.—Trends in the Puerto Rican cane sugar industry, averages 19 48-52, 1953-57, 
19 58-62, and years, 1963-68 

Period 

Farms 
. growing 

sugar 
cane 

Average : 
. harvested: 
: area per : 
:   farm   : 

Average - 
yield 
of 

cane 

:   Total   ; 
¡sugar pro- 
:duced 96^ 
:   basis 

► Grower 
¡receipts 
:  per 
:  farm 

: Share of 
: receipts 
:   from 
:government 

: Man-hours 
:  per ton 
: of sugar 
: produced 

NuitûDer Acres Tons 1,0 00 tons Dollars Percent Number 

1948-52... ' 17,021 23.6 29.4 1,276 6,356 16.4 109.9 1/ 

1953-57... ; 18,268 21.2 27.0 1,089 5,133 16.4 98.7 

1958-62... : 14,131 25.6 31.5 1,043 6,997 14.3 88.4 

1963  : 12,317 27.5 33.4 978 9,472 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 34.7 873 8,820 13.7 83.0 

1967  :  8,795 29.9 31.0 808 9,525 13,2 80.2 

;968  :         637       

1/ 1950-52 only. 
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Table 42.—Trends in raw sugar prices in the United States and "world" 
sugar markets, 1948-68 

Year 
Price per pound 

in New York 
1/ 

Adjusted price 
per pound in 
"world" market 

2/ 

Difference 

1948. . 

1949. . 

1950. . 

1951.. 

1952.. 

1953,, 

1954.. 

1955. . 

1956. . 

1957.. 

1958.. 

1959.. 

1960. . 

1961.. 

1962. . 

1963.. 

1964.. 

1965.. 

1966.. 

1967. . 

1968. . 

Cents 

5.54 

5.81 

5.93 

6.06 

6.26 

6.29 

6.09 

5.95 

6.09 

6.24 

6.27 

6.24 

6.30 

6.30 

6.45 

8.18 

6.90 

6.75 

6.99 

7.28 

7.52 

Cents 

5.13 

5.03 

5.82 

6.66 

5.08 

4.27 

4.14 

4.19 

4.47 

6.10 

4.36 

3.86 

4.09 

3.85 

3.87 

9.41 

6.79 

3.07 

2.81 

2.95 

2.96 

Cents 

+0.41 

+0.78 

+0.11 

-0.6Ö 

+1.18 

+ 2.02 

+ 1.95 

+ 1,76 

+1.62 

+0.14 

+1.91 

+ 2.38 

+ 2.21 

+2.45 

+ 2.58 

-1.23 

+0,11 

+3.68 

+4.18 

+ 4.33 

+4.56 

\J     Spot prices in New York. 
2/    Spot prices in Cuba or, since 1961, greater Caribbean ports adjusted 
to New York delivery basis. 
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Korea, then by the Suez Crises, and finally by a 
worldwide shortage of sugar in the early 60% are 
disregarded, the average yearly margin between U.S. and 
world sugar prices has increased since 1948 at an average 
rate of about 0.24 cents per year. Approximately 
one-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 restricted domestic supplies 
sufficiently to cause sugar prices to rise about as much as 
the average prices for other U.S. farm products. These 
prices have been highly profitable to most foreign 
exporters, as is shown by their willingness to supply the 
U.S. market in much of 1963 and 1964 when worid 
prices were even higher than those in this country (1). 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 is 
now sold at U.S. prices, adjusted for transportation costs 
and import duty, quotas in the U.S. market are highly 
prized. Many exporting countries, however, produce 
much more sugar for export than they are permitted to 
sell in the United States or other preferential markets 
such as the United Kingdom, France, and the USSR. 
Most such countries are, 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 on a preferential 
basis and the only markets available to some exporting 
countries are the United States and worid markets. 

Some countries, such as the Philippines, send 
practically all of their sugar exports to the United States; 
others, Taiwan for example, have only small U.S. quotas 
and sell most of their sugar on the worid market. Both 
countries export most of the sugar they produce, but the 
average prices they receive for exports have been very 
different. 

Australian production and export of sugar 
increased rapidly in recent years. Much of the increase in 
exports has gone to the world market and more than 
half the quantity of sugar produced is exported. All 
exports of sugar are in effect, pooled, so that all 
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 worid market is greatly increased by the size 
of its preferential markets, particularly in the United 
Kingdam. Significant quantities of Australian sugar are 
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 
producers or dealers (4Ö). In 1967, the quantities 
handled by each were: 

1,000 tons Percent 

Cane-sugar refiners                           6,765 70.3 
Beet-sugar processors                       2,640 27.4 
Importers of direct-consumption 

sugar                                                167 1.8 
Mainland cane sugar mills                    54 .5 

Total 9,628 100.0 
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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 foreign 
countries and mostly arrives at various east-coast ports. 
The mainland cane mills distributing refined sugar are 
mostly located in Louisiana. Refined beet sugar is 
produced at all plants that process sugarbeets. Except 
for five comparatively small mills in Michigan, three in 
Ohio, and single new mills in New York and Maine, all 
are located west of the Mississippi; the greatest concen- 
tration is in California, 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 manneî, some refined cane sugar is distributed 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 densities, 
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 quotation. 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. This prepay is supposed to be equal to the 
lowest cost of shipping sugar from a point of origin to a 
particular destination. For example, the prepay charged 
by sellers on sugar shipped from Colorado to Chicago is 
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, 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 areas such as Chicago. 

In practice, basing-point prices do not work out as 
neatly as described. Competitive conditions frequently 
cause one or another group of sellers to offer 
concessions which result in lower prices than indicated 
by the current quotation. Prices in Chicago are often 
cited as an example of this type of market. The probable 
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 proportions available 
from various points of origin vary considerably 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 supplies have been 
large. 

The relative quantities of sugar delivered in various 
areas of the country since the close of World War II have 
varied considerably, largely because of population shifts 
and the increasing use of sugar by food processors, who 
have also been affected by population 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 43). 

Deliveries of beet sugar have been heavily 
concentrated 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 II, 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 decUned appreciably 
relative to cane sugar prices in New York (table 44). The 
price quotations for beet sugar in the Chicago area, 
relative to cane sugar prices in New York, decHned 1 
cent a pound between 1949-52 and 1963-67. The 
declines in other areas were substantial, althou^ not as 
large as in Chicago. Cane sugar prices outside the 
Northeast also declined relative to New York prices, but 
generally not as much as beet sugar prices. Price declines 
for cane sugar were considerably lower in the Gulf and 
Southeast 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 
deliveries    was    smaller    than    in    preceding   years. 

Price Movements for 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 11 
percent from 1948-52 to 1963-67 (table 45). The price 
basis (sales receipts less marketing expenses) which was a 
major factor determining the price processors paid for 
beets, increased 14 percent. The increase in the price of 
beets would have been more if the average sucrose 
content of beets had not declined. 
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Table 43.—Deliveries of refined sugar by major geographic divisions, averages for 19 48-52, 
1953-57, 1958-62, 1963-67, and year, 1968 

Type of sugar 
and period 

New 
England 

Mid- 
Atlantic 

North 
Central Southern Western United 

States 

Cane sugar: 

1948-52.. 
1953-57.. 
1958-62.. 
1963-67.. 
1968  

2 Beet sugar: 

1948-52.. 
1953-57.. 
1958-62.. 
1963-67.. 
1968..... 

Cane and beet sugar 

1948-52. 
19 53-57. 
1958-62. 
1963-67. 
1968..., 

412 
407 
422 
402 
402 

412 
407 
422 
406 
408 

1,745 
1,832 
1,882 
1,883 
1,975 

'1,000 short tons, refined sugar- 

1,254 
1,379 
1,417 
1,435 
1,686 

1,930 
2,173 
2,404 
2,493 
2,661 

424 
473 
477 
499 
645 

5,765 
6,264 
6,602 
6,712 
7,369 

2 907 74 545 1,528 
10 1,000 75 666 1,751 
32 1,267 89 789 2,177 
57 1,588 128 941 2,718 
28 1,756 141 961 2,892 

1,747 2,161 2,004 969 7,293 
1,842 2,379 2,248 1 ,139 8,015 
1,914 2,684 2,493 1 ,266 8,779 
1,940 3,023 2,621 1 ,440 9,430 
2,003 3,442 2,802 1 ,606 10,261 



Table 44.—Comparative trends in quoted wholesale prices of refined sugar in various areas 
of the United States 

o 

Period 

1949-52 1/ 

1953-57... 

1958-62... 

1963-67... 

196 8  

New York 
price of 
refined 
sugar 

Difference from New York price 2/ 

Cane sugar 

Chicago 
Pacific 
Coast Gulf Southeast 

Beet sugar 

Chicago 
Pacific 
Coast Eastern 

+ .01 + .07 

 V^tilltiD  P ej. puuiiu 

-.16 -.03 8.24 -.01 -.01 -.18 

8.79 -.18 -.07 -.15 -.11 -.38 -.17 -.27 

9.41 -.48 -.37 -.23 -.18 -.67 -.39 -.70 

10.76 -.91 -.91 -.63 -.55 -1.16 -.87 -1.11 

10.84 -.90 -.49 -.39 -.25 -.90 -.49 -.90 

1/ Data for 1948 are not available. 
2/    Approximate boundaries for these areas are shown in "sugar reports," No. 81, p. 6, U.S. Dept. Agr., 

Agr. Commodity Stabilization Service, January 1959. 

Table 45.—Prices of sugarbeets, sugarcane, and sugar in the United States 

years 
■Sept.) 

Processor payments per ton 1/ Price per pound 

Crop 
(Oct.- 

!   Beets 
Mainland 

cane 
. Puerto Rico 
:     cane 

. Raw sugar, : 
: New York   : 

Refined 
sugar 

wholesale 
: New York 

Refined   : 
sugar    : 

retail U.S. 
:    average 

Basis of 
payment 
for beets 

1948-52, 

:  Dollars 

■   11.20 

i   11.33 

:   11.71 

\        12.45 

Dollars 

6.62 

7.13 

7.63 

8.51 

Dollars 

7.94 

8.03 

7.60 

8.85 

Cents 

6.04 

6.12 

6.53 

7.16 

Cents 

8.29 

9.07 

9.76 

10.64 

Cents 

10.0 

10.7 

11.9 

12.39 

Cents 

7.00 

1953-57 7.20 

1958-62 7.47 

1963-67 7.99 

1/ Processor payments only. 



Producers of mainland cane fared considerably 
better in terms of price increases than sugarbeet growers 
or producers of sugarcane in Puerto Rico. Average 
sugarcane prices received by growers in Louisiana and 
Florida during 1963-67 were 28 percent above those for 
1948-52. Grower prices for mainland sugarcane were 
essentially a function of the New York price of raw 
sugar at certain times of the year and the quality 
(sucrose content and juice purity) of the cane. Average 
raw sugar prices during this period rose only 18.5 
percent. 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 has increased, but not to the Rorida level. 

The average price of sugarcane received by Puerto 
Rican growers increased only 11 percent from 1948-52 
to 1963-67, much less than the 18.5 percent increase in 
the New York raw sugar price. A decline in the quality 
of Puerto Rican sugarcane decreased the quantity of 
sugar produced per ton of cane from an average of 233 
pounds in 1948-52 to 193 pounds in 1962-66. 

Because the Hawaiian sugar industry is much more 
integrated than those in other areas, statistics showing 
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 resemble those for the beet industry. 

XVI.   NONSUGAR SWEETENERS:   RECENT DEVELOPMENTS 

The use of certain nonsugar sweeteners partly used 
as substitutes for sugar increased rapidly after World War 
II. Sugar has two principal economic characteristics; it is 
sweet and it is nutritive. AU sugar substitutes are sweet 
in some degree; some are nutritive, others are not. The 
nutritive sweeteners which compete with sugar (sucrose) 
are largely those manufactured from starch and known 
in this country as corn sirup and dextrose, although 
honey, maple, and other sirups also belong in this 
category. The principal nonnutritive substitutes for sugar 
are saccharin and cyclamate, manufactured from 
nonagricultural materials. The use of cyclamate in food 
and beverage products, however, has been greatly 
restricted by regulations of the Food and Drug 
Administration, effective at various dates in 1970. 

Trends in the Use of Starch Sweeteners 

The use of corn sirup and dextrose increased 
considerably during World War II 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, particularly corn 
sirup, started increasing more rapidly than that of sugar 
(table 46). During the 11-year period 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. 
(9,10,1J,12, 13,14). However, the average quantity of 
sugar consumed was much larger than that for dextrose 

or corn sirup and the rate of increase, based on the 
average annual consumption of each sweetener, was 
lowest, 1.7 percent for sugar, highest 6.0 percent for 
corn sirup, and 4.6 percent for dextrose. 

Most of the starch sweeteners are used by 
industrial processors of food and other products (61), 
while 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, 
althou^ declining somewhat since 1963. The use of 
each of the caloric sweeteners by industry has increased 
substantially since 1957 and, for the first 6 years of the 
period, at about the same rate. Since 1962, however, the 
growth rate for sugar has been somewhat slower than 
that for corn sirup (tables 47,48, and 49). 

Although the proportions of the various 
sweeteners used by all industrial processors has not 
changed greatly since 1957, this stability represents an 
average of quite diverse trends in individual industries. 
For instance, in the baking, canning, and dairy 
industries, purchases of sugar have increased since 1957, 
but at a slower rate than those of 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 has maintained its share of 
the caloric sweetener market at around 95 percent. 
Sugar has also maintained its share of the sweetener 
purchases of the confectionery industry and for the 
category labeled "other foods." 
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Table 46.—Distribution of principal caloric sweeteners to all U.S. users, 1957-67 

Year 

Quantity consumed 

Sugar Dextrose 1/ 
Corn 
sirup 

1/ 
Total 

Percentage of total consumed 

Sugar Dextrose Corn 
sirup Total 

o 
1957. . 
1958. . 
1959. . 
1960. . 
1961. . 
1962. . 
1963.. 
1964. . 
1965. . 
1966. . 
1967.. 
1968. . 

1,000 
tons 

7,950 
8,210 
8,336 
8,423 
8,775 
8,881 
9,137 
8,839 
9,183 
9,523 
9,488 

1,000 
tons 

307 
354 
376 
373 
384 
410 
464 
463 
465 
459 
540 

1,000 
tons 

737 
781 
832 
865 
889 
987 

1,055 
1,170 
1,189 
1,229 
1,344 

1,000 
tons ! 

8,994 
9,345 
9,544 
9,661 

10,048 
10,278 
10,656 
10,472 
10,837 
11,211 
11,372 

Percent 

88.4 
87.8 
87.4 
87.1 
87.3 
86.4 
85.7 
84.4 
84.7 
84.9 
83.4 

Percent 

3.4 
3,8 
3.9 
3.9 

Percent 

8.2 
8.4 
8.7 
9.0 
8.9 
9.6 
9.9 

11.2 
11.0 
11.0 
11.8 

Percent 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

\_/    Dry basis 



Table ^ 17.—Deliveries of sugar and percentage of total deliveries of sugar, dextrose Ï, and corn sirup to 
various types of U.S. processing industries , 1957-66 

Year :  Baking : Beverage :  Canning ;  Confec- 
]     tionery 

:   Dairy ;   Other   ; 
[       foods   * 

Non- 
foods 

Total 

:   1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 
:   tons tons tons tons tons tons tons tons 

1957  ...:          931 945 737 766 330 298 56 4,063 
1958   :    949 953 751 727 344 307 57 4,088 
1959  ...:    960 1,114 798 733 370 319 54 4,348 
1960   :  1,048 1,148 790 804 366 297 65 4,518 
1961   :  1,078 1,210 855 842 395 263 79 4,722 
1962  ...:  1,120 1,322 847 863 398 267 79 4,896 

^     1963  -•.:  1,170 1,436 863 894 436 263 69 5,131 
§  1964   :  1,082 1,400 853 865 438 359 61 5,058 

1965  ...:  1,156 1,560 83 8 959 452 451 55 5,471 
1966   :  1,234 1,740 868 1,000 483 441 75 5,851 

...:   81.0 

Percent of total deliveries of sugar, dextrose, and corn sirup 

1957  95.4 87.6 71.0 86.6 55.8 47.9 79.8 
1958  ...:   78.8 95.2 86.9 68.5 86.2 56.0 42.9 78.4 
1959  ...:   77.7 95.6 86.3 69.0. 85.4 55.3 37.5 78.5 
1960   :   78.9 94.6 85.4 70.2 83.7 55.6 39.4 78.6 
1961  ...:   78.9 94.4 85.5 70.8 83.5 55.7 39.7 78.9 
1962  ...:   77.7 93.6 84.1 70.2 81.2 51.2 44.4 78.0 
1963  ...:   74.8 94.3 82.7 70.8 79.3 50.0 42.6 77,4 
1964  ... :   72.4 93.9 79.9 68.8 77.1 56.0 39.3 75.8 
1965  ...:   73.6 94.5 80.5 70.6 75.5 61.4 35.7 77.0 
1966  ...:   75.4 95.4 80.3 71.0 76.6 59.2 42Í.2 77.8 



§ 

Table 48.—Deliveries of dextrose and percentage of total deliveries of sugar, dextrose, and corn sirup to 
various types of U.S. processing industries, 1957-66 

Year :  Baking 

':      1,000 
:  tons 

1957   :   161 
1958   :   195 
1959   :   205 
1960   :   200 
1961   :   199 
1962   :   213 
1963   :   246 
1964  . ...:   231 
1965   :   229 
1966   :   217 

1957   :   14.0 
1958   :   16.2 
1959  16.6 
1960   :   15.1 
1961   :   14.5 
1962   :   14.8 
1963   :   15.7 
1964   :   15.4 
1965   :   14.6 
1966   :   13.2 

Beverage Canning Confec- 
tionery 

Dairy Other 
foods 

Non- 
foods 

1,000 
tons 

20 
20 
19 
27 
28 
29 
35 
38 
39 
35 

1,000 
tons 

26 
29 
27 
27 
26 
24 
31 
32 
33 
34 

1,000 
tons 

19 
20 
20 
20 
22 
25 
30 
37 
36 
34 

1,000 
tons 

9 
8 
8 
9 
8 
7 
7 
6 
6 
7 

1,000 
tons 

21 
26 
36 
25 
25 
27 
30 
36 
37 
41 

1,000 
tons 

38 
44 
48 
57 
64 
71 
65 
66 
68 
69 

Percent of total deliveries of sugar, dextrose, and corn sirup 

2.0 
2.0 
1.6 
2.2 
2.2 
2.0 
2.3 
2.5 
2.4 
1.9 

3.1 
3.4 
2.9 

1.8 
1.9 
1.9 
1.7 

2.7 
2.4 

3.9 
4.7 
6.2 
4.7 
5.3 
5.2 
5.7 
5.6 
5.0 
5.5 

32, 
33, 
33, 
34, 
32, 
39, 
40, 
42. 
44, 
38. 

Total 

1,000 
tons 

294 
342 
363 
365 
372 
396 
444 
446 
448 
438 

5.8 
6.6 
6.5 



Table 49.- --Deliveries of corn sirup and percentage of total deliveries of sugar, dextros e, and corn sirup to 
various types of U.S . processing industries, 1957-6C 

Year :  Baking : Beverage :  Canning  : Confec- 
tionery 

Dairy Other   ; 
foods   [ 

Non- 
foods 

:   Total 

:  1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 
:  tons tons tons tons tons tons tons tons 

19 57 , . . . Î   59 26 78 294 42 215 23 737 
1958  ... :   61 28 84 314 47 215 32 781 
19 59  ...:   71 33 100 309 55 222 42 832 
1960.  ... :   80 38 108 322 62 212 43 865 
1961  ...:   90 44 119 326 70 184 56 889 
1962  ...:  109 62 136 342 85 227 28 989 19 63. .  ...:  148 51 150 338 107 233 28 1,055 
1964  ...:  182 53 182 355 124 246 28 1,170 
1965  ...:  185 52 170 36 3 141 247 31 1,189 
19 66. •  ...:  186 49 180 37 4 141 263 34 1,229 

...:  5.0 

Percent of total deliveries of sugar. dextrose, and corn sirup 

40.3 19.6 1957  2,6 9.3 27.2 11.0 14.4 
19 58  ...:  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  ... :  6.0 3.2 11.7 28.1 14.2 39.7 26.1 15.0 
1961  . . .:  6.6 3.4 11.9 27.4 14.8 39.0 28.1 14.9 
1962  . . ..:  7.5 4.4 13.5 27.8 17.4 43.6 15.7 15.7 
1963  ... :  9.5 3.4 14.3 26 .8 19.4 44.3 17.3 15.9 
1964-   : 12.2 3.6 17.1 28.2 21.8 38.4 18.1 17.5 
1965  ...: 11.8 3-1 16.3 26.7 23.5 33.6 20.1 16.7 
1966  ...: 11.4 2-7 16.6 26.6 22.3 35.3 19.1 16.4 



About half the dextrose used in the United States 
is delivered to the baking industry, where it is used 
primarily in products manufactured with yeast to assist 
the process of fermentation. The proportion of dextrose 
in the baking industry's total purchases of caloric 
sweeteners has declined slightly since 1957, largely 
because of the increased use of corn sirup. More 
dextrose is used in nonfood industries than in any of the 
food industries except baking. Moreover, the use of 
dextrose for nonfood purposes has been increasing. 
These nonfood uses are mostly in products which 
involve fermentation and in this respect are similar to 
their use in the baking industry. 

The confectionery industry is the largest user of 
corn sirup, although the proportion going to that 
industry has decHned 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 averages about 40 percent of the mixture in 
recent years. Comparatively little corn sirup has been 

Table 50 -Average annual increase i 
food and other process! 

used by the beverage or nonfood industries, but the 
other industrial groups all purchase substantial amounts. 

In recent years, the distinction between corn sirup 
and dextrose has been somewhat blurred. As presented, 
the 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 liquid 
form before sale. Corn sirup consists of a liquid 
containing a number of saccharides (sugar) in varying 
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 
recent 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 50). This was somewhat faster than the 
increase in total usage. Increased consumption of sugar 
accounted for approximately 72 percent of the total 

n the use of caloric sweeteners by U.S. 
ng industries, 1957-66 _!/ 

Industry Sugar Dextrose Corn sirup Total 

Canning  
Dairy  
Beverage  
Baking  
Confectionery. 
Other food.... 
Nonfood....... 

Total  

1,000 1,000 1,000 1,000 
tons tons tons tons 

14 1 12 27 
16 2/ 12 28 
84 2 3 89 
32 6 17 55 
29 2 8 39 
15 2 5 22 
1 3 2/ 4 

191 16 57 264 

Canning  
Dairy........ 
Beverage..... 
Baking  
Confectionery 
Other food... 
Nonfood  

Total  

Percent Percent 

2.6 

Percent Percent 

1.7 9.6 2.8 
4.1 3.9 14.2 5.7 
6.5 8.1 7.4 6.6 
2.9 3.0 14.5 3.9 
3.4 8.4 2,5 3.2 
4.4 5.5 2.4 3.7 
1.9 5.8 0.9 2.8 

3.9 4.2 6.0 4.3 

V  Least square trends. 
2/  Less than 500 tons. 

Data for 1967 are not available. 

414-940 O - 71 - 9 
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rise, corn sirup for 22 percent, and dextrose for 6 
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 industries. 

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. Tliis 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 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 II, the predominant 
trend in price of sugar has been slowly upward, with an 
unusually rapid rise in 1963 (table 51). The price of 
dextrose declined slowly from 1957 through 1962. It 
was unusually high in 1963, although the rise was not 
nearly as 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. 

Comparisons of sweetener prices based on 
published quotations never exactly represent the price 
situation that exists for an individual user. The 
quotations 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 
differences in the trends of the quoted prices for the 
various 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 sweeteners (r5). 

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 
relationship was of little or no importance. During 
1957-66, a decline in the corn sirup-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 baking 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 proportion 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. The recent development of sirups containing 
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 sirups containing a high 
proportion of maltose by the confectionery industry, 
plus lower prices for corn sirup, 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 

The noncaloric sweeteners used in significant 
volume in the United States at the present time consist 
of saccharine, cy clama te, and mixtures of these (16), 
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Table 51.—Prices of sugar, dextrose, and corn sirup, 19 57-66 

Year 

1957. . 

1958. . 

1959. . 

I960.. 

1961. . 

1962.. 

1963. . 

1964. . 

1965.. 

1966.. 

Refined sugar, 
wholesale, 
New York City 

1/ 

Dextrose, 
New York City, 

dry, basis 
2/ 

Corn sirup, 
New York City, 

dry, basis 
3/ 

9.15 

9-27 

9.33 

9.43 

9.40 

9.60 

11.94 

10.68 

10.22 

10.36 

-Cents per pound- 

8.32 

8.33 

8.13 

8.13 

8.10 

8.04 

9.10 

8.85 

8.70 

8.87 

9.17 

9.18 

9.10 

9.12 

9.00 

8.73 

9.19 

8.36 

8.27 

8.34 

Dextrose, 
relative to 
sugar, dry 

basis 

Corn sirup, 
relative to 
sugar, dry 

basis 

91 

90 

87 

86 

86 

84 

76 

83 

85 

86 

-Percent- 

100 

99 

98 

97 

96 

91 

77 

78 

81 

81 

1/ Basis price per 100-pound bag, subject to 2-percent discount. 
2/ Hydrate, 100-pound bags, less than carlots, through 1963.  Since April 1964, price is for 600-bag carload, 

f.o.b., New York. 
_3/  Regular conversion sirup, in tank cars, f.o.b.. New York. 



INFLUENCE Of CORN SIRUP-SUGAR PRICE RATIO ON THE USE 
OF CORN SIRUP IN SELECTED INDUSTRIES, 1957-1966 

PRICE RATIO 
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Figure 2 

although the use of cyelamate has recently been 
restricted by the Food and Drug Administration. 
Saccharin has been used since early in the 20th century. 
Commercial production of cyelamate began in the 
1950's, and the use of mixtures of these became 
common in the early 1960's. Comparatively few 
statistics are available concerning the production and 
consumption of saccharin and cyelamate. However, the 
use of saccharin prior to the 1960's appears to have been 
confined largely to persons, who for reasons of health, 
could not use sugar, although during periods of wartime 
shortages of sugar its use became more widespread. The 
use of cyelamate increased slowly during the 1950's. 

One unfavorable characteristic of both saccharin 
and cyelamate is that in addition to tasting sweet, each 
has an off-flavor which is objectionable to many users. 
Wien saccharin and cyelamate are mixed the sweeteness 

is, in effect, additive, but the off-flavors are not. 
Consequentiy it is possible to attain a higher degree of 
sweetness in various products without noticeable 
off-flavors using mixtures of the two than can be 
attained with either product alone. As a result the use of 
mixtures increased rapidly. Such mixtures are no longer 
permitted in food and beverage products. 

The most rapid growth was in soft drinks and in 
dry beverage bases. There was also considerable growth 
in the early 1960's in retail sales of saccharin-cyclamate 
mixtures. Increased consumption in nonbeverage 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. 
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XVII.  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 
(j/Z). 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 prior to that 
time but very little information is available concerning 
government controls of the sugar industry before its 
establishment in the new world. 

One of the first features of government regulation 
of the sugar trade to assume importance in connection 
with the sugar industry in the new world was the 
attempt to compel all shipments from a colony to be 
made to the mother country. This was part of the 
attempt, made by all European countries with colonies, 
to make the colony a source of profit to the mother 
country. The early shipments of sugar were of very poor 
quahty, 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 
distributors of the refined product. 

Sugar also soon became a favorite object of 
taxation, usually in the form of excise taxes or import 
duties on raw sugar. In this way the European countries 
obtained revenue from their colonies. The objection of 
the colonists to having their profits reduced by such 
taxes, was sometimes countered by the claim that the 
revenue was needed to help pay the expense of 
protecting the colony from its enemies both 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 nineteenth century was there any important 
competition 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 suppUes 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. 

In spite of 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 thirteen English colonies on the mainland 
of North America were the largest and most populous 
such area. 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 rather than 
English sugar producing colonies. Such smuggling not 
only deprived the English Government of the revenue it 
hoped to collect, it limited the size of the market served 
by the English sugar producing colonies. 

While difficulties with the sugar trade undoubtedly 
were a factor causing the Revolutionary War, the 
independence of the United States resulted in less 
change in government control of the sugar trade in this 
country then might have been expected. The new 
Government, needing money, promptly imposed import 
duties on the product and the consumers gained little or 
nothing in the way of lower prices. Also following the 
Louisiana purchase in 1803 the import duty incidentally 
provided protection for the first domestic sugar industry 
in the United States. This was the beginning of 
protection for the domestic sugar industry which has 
continued in some form, either tariff, subsidy or quota, 
to the present time. 

The first serious competitor for sugar obtainec 
from sugarcane was the appearance of sugar from 
sugarbeets in the first half of the nineteenth century. 
This first became of commercial importance in European 
countries which formerly imported cane sugar. In France 
Government regulations gradually assumed the function 
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of protecting the beet industry with less attention to the 
sugar trade with French colonies. Other European 
countries with no sugar colonies, particularly Germany, 
Austria-Hungary, Italy and Russia, gradually adopted 
subsidy systems for their sugarbeet industries similar to 
that developed by France. In the latter part of the 
nineteenth century increased production of beet sugar in 
these countries led to the payment of export subsidies as 
a nieans of disposing of part of their suppHes. At this 
point a nation such as France had shifted from obtaining 
revenue for itself from a colonial sugar industry to 
supporting a domestic industry at considerable 
Government expense. 

No beet sugar industry was developed in England 
in the nineteenth century. Rather England gradually 
adopted free trade in sugar and became the principal 
recipient of subsidized sugar exports from various 
European countries, thus becoming part of the European 
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 colonies 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 
Agreement was successful in greatly reducing export 
subsidies, until World War I created a worldwide 
shortage of sugar where export subsidies were no longer 
a problem. 

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 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 addition of the quota system 
largely determined the sources of United States sugar 
imports until 1960 when imports from Communist Cuba 
ceased. 
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The first effect of World War I on the world's 
sugar industry was to destroy much of the beet sugar 
industry in Europe. This greatly increased the demand 
for sugar from countries exporting cane sugar. The 
largest response to this increased demand came from 
Cuba. As a result Cuba became the world's largest 
exporter of sugar. 

The gradual restoration of the beet sugar industry 
in Europe, the reversal of England's sugar policy from 
free trade to protection for a newly developing beet 
industry in that country and tariff preferences for 
British colonies and dominions, together with sharply 
increased tariffs estabhshed by the United States and 
similar protectionist moves by several other sugar 
importing countries reduced the demand for sugar from 
such tropical exporters as Cuba, following World War I. 
The resulting economic decline in Cuba and elsewhere 
led to a succession of attempts to estabHsh an 
international sugar agreement primarily for the relief of 
the sugar industries in exporting countries. Except for 
interruptions during World War II 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 1920's and are still in effect. 

Present day quota systems and tariff preferentials 
which channel most of the world's sugar exports to 
specific countries are 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 is to 
divide the sugar trade of the world into fairly definite 
blocks. The price received by the exporter frequently 
varies substantially with the destination of the shipment. 
Political rather than economic considerations usually 
have been the most important in determining the 
direction of international trade in sugar and which 
countries have the greatest access to higher price 
markets. 

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, of 
course, 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. 



The type of Government regulation which has 
been of the most importance to the starch and the 
noncaloric sweetener industries has been concerned with 
control of the purposes for which they may be used and 
the special conditions, such as labeUng, that must be 
obwerved in connection with their use. The restrictive 
effects of such regulations appear to have been greater in 
a number of European countries and in countries 
exporting sugar than they have in the United States. 
However, it seems likely that the consumption of both 
starch and noncaloric sweeteners would have increased 
more rapidly than it has in this country if the regulations 
pertaining to use had been more favorable. 

Despite regulations limiting usage in certain 
respects the consumption of sweeteners (sirup and 
dextrose) manufactured from starch in the United States 
has increased substantially and this appears to have 
curbed, to some extent, expansion in sugar 
consumption. Declining prices of corn have been an 
important factor enabling corn sirup producers to lower 
sirup prices and improve their competitive position 
relative to sugar. 

Present interest in obtaining sugar commercially 
from plants other than sugarcane and sugarbeets and in 
producing sweeter corn sirups by converting dextrose to 
the much sweeter lévulose has not doubt, been increased 
by the rising U.S. price of sugar in recent years. Lowf r 

prices for noncaloric sweeteners have also offered some 
inducement to industrial food processors to increase 
their use of such sweeteners, although price competition 
appears to be less effective for this type of sweetener 
than it is for corn sirup. 

There are no discernible signs in any important 
sugar trading country suggesting the abandonment of 
protection for its domestic producers. This suggests 
continued relatively high sugar prices in most importing 
countries and continued preferential exports from 
exporting countries. It also suggests relatively low prices 
in most years for nonpreferential exports and in 
countries exporting sizable quantities of such sugar. 

High prices for any commodity always encourage a 
search for new sources of supply and for substitute 
products. The development of the beet sugar industry 
and the start of the starch sweetener industry in Europe 
during the Napoleonic Wars is a striking example of this 
in the sweetener industry. Recent U.S. interest in 
developing new sources from which to obtain sugar, 
both sucrose and lévulose, and in discovering new 
sweeteners owes much to rising sugar prices. It is entirely 
possible that, in the long run, such efforts will have 
sufficient success to modify considerably the current 
economic position of beet and cane sugar in the world, 
particularly in sugar importing countries. 
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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 
On brown sugars  
On loaf sugars   
On alt other sugars  

Act of August 10, 1790 
On loaf sugars  
On brown sugars  
On all other sugars   

Act of June 5, 1794 
Same as August 10, 1790, except on refined sugar an additional  

Act of June 7, 1795 
After June 30 on clayed or lump sugar shipped to the United States:   In 

United States vessels, an additional rate of  
In foreign vessels, an additional rate of   

Act of January 29, 1795 
"That after the said last day of iVlarch next, the present duties payable upon 
clayed sugars, shall cease and there shall be paid upon all white clayed or white 
powdered sugars - three cents per pound, and upon all other clayed or powdered 
sugars, one-and-one-half cents per pound." 

Act of March 3, 1797 
After June 30 next on all brown sugar, an additional duty of    

Act of May 13, 1800 
On all brown sugar an additional duty of  

Act of July 1, 1812 
Loaf sugar    
White clayed and white powdered sugar .   
Brown, and brown clayed sugar  

Act of April 27, 1816 
On brown sugars  
White clayed or powdered sugar  
Lump sugars  
Loaf sugars  

Act of July 14, 1832 
Brown sugar and sirup of sugarcane, in casks .  
White ctayed sugar  

Act of August 30, 1842 
Raw sugar and on brown clayed sugar  
On all other sugars not refined  
Refined sugar, including tinctured, colored, or otherwise adulterated  

Act of July 30, 1846 
Thirty percentum ad valorem on sugars of all kinds  

Act of March 2, 1861 
Raw sugar  
Refined sugar  
Refined sugar, when tinctured, colored or adulterated  

{Dutch standard of color test adopted) 

Act of August 5, 1861 
Sugars not above No. 12 Dutch standard of color  
Sugars above No. 12 Dutch standard of color  
Refined sugars  
Refined sugars, when tinctured, colored or adulterated  

Act of December 24, 1861 
Raw sugar and sugars not above No. 12 Dutch standard     
White and clayed sugars above No. 12 Dutch standard  
Refined sugar  
Refined sugar tinctured or colored or adulterated ,  

Act of July 14, 1862 
Sugars not above No. 12 Dutch standard of color  
Sugars from No. 12 to No. 15 Dutch standard of color  
Sugars above No. 15 and not above No. 20 standard of color     
Refined sugar and sugar above No. 20 Dutch standard of color  
Refined sugar when tinctured, colored or adulterated  

1.00 
3.00 
1.50 

5.00 
1.50 

,2.50 

4.00 

1.00 
1.10 

.50 

.50 

18.00 
6.00 
5.00 

3.00 
4.00 

10.00 
12.00 

2.50 
3.33 

2.50 
4.00 
6.00 

.75 
2.00 
4.00 

2.00 
2.50 
4.00 
6.00 

2.50 
3.00 
5.00 
8.00 

2.50 
3.00 
3.50 
4.00 

10.00 

Set notes at end of Appendix A. 
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Sugar, raw and refined:  Rate of import duty per pound. United States, 1789-1968-continued 

Item Cents per pound 

Act of June 30, 1864 
Sugars not above No. 12 Dutch standard of color  3.00 
Sugars from No. 12 to No. 15 Dutch standard of color  3.50 
Sugars from No. 15 to No. 20 Dutch standard of color  4.00 
Refined sugar and sugar above No. 20 Dutch standard of color  5 00 

Act of July 14, 1870 
Sugars not above No. 7 Dutch standard of color     1.75 
Sugars from No. 7 to No. 10 Dutch standard of color  2 00 
Sugars from No. 10 to No. 13 Dutch standard of color  2.25 
Sugars from No. 13 to No. 16 Dutch standard of color  2.75 
Sugars from No. 16 to No. 20 Dutch standard of color  3 25 
Refined sugar and sugar above No. 20 Dutch standard of color  4 00 

Act of March 3, 1875 
Increasing existing rate by 25 percent 

Act of June 3, 1875 
All raw sugar from Hawaii free as per treaty concluded January 30, 1875. 

(polariscope test adopted in combination with the Dutch standard in color test) 

Rate per pound 

Item 
Raw Refined 

Full duty Cuban Full duty Cuban 

Act of March 3, 1883 (Morrlll Act)     2.24 
Free^ 

40 

1.685 

1.685 

1.685 

1.256 

2.00 

2.206 

2.50 

Cents 

2.24               3.5 
Free^             .5 

Percent 

40                 40^ 

Cents 

1.685            1.95 

1.348            1.95 

1.348            1.95 

1.0048          1.36 

1.60               2.16 

1.7648          2.39 

2,00              2.65 

3.5 
Act of October 1,1890 (McKinley Act)  

Act of August 17, 1894 (Wilson Bill) 
(ad valorem)  

.5 

40= 

Act of July 24. 1897 fDinalev Bill)     1.95 
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.  1.56 

Act of August 5, 1909 (Payne Act) 
admitted Philippine sugars into the 

U.S., free of duty to the extent of 
300,000 tons  1.52 

Act of October 3, 1913 (Underwood BUI)  
1. Duty reduced approximately 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 1930 (Hawley-Smoot Act,, 

June 18,1930)  

1.088 

1.728 

1.912 

2.12 

See notes at end of Appendix A. 
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Item—continued 

Rate per pound 

Raw 

Full duty Cuban 

Refined 

Fuil duty Cuban 

Proclamation (based on Tariff Commission 
Report) by President Roosevelt on May 9, 
1934, effective June 8, 1934  

Cuban Reciprocal Trade Treaty, proclaimed 
on August 24, 1934 effective Sept. 3, 1934 

President Roosevelt on Sept. 11, 1939, 
suspended quotas, automatically 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, porclaimed 
December 29, 1941. effective January 5, 
1942   

Reciprocal Trade Treaty with Peru proclaimed 
June 29, 1942, effective July 29, 1942.   . , . 

United States Conference on Trade and 
Employment, at Geneva. Agreement with 
Cuba signed on October 30, 1947, as 
effective January 1, 1948  

1.875 1.50 1.9875 1.59 

1.875 .90 1.9875 .954 

1.875 1.50 1.9875 1.59 

1.875 .90 1.9875 .954 

1.875 .75 1.9875 .795 

.9375 .75 .99375 .795 

.6875 .50 .72875 .53 

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.  .625 .50 .6625 .53 

Philippine Trade Act of 1946 authorizing 
Agreement with the Philippines 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 1, 1956  
January 1, 1959  
January 1, 1962  
January 1, 1965  . 
January 1, 1968  

.025 

.05 

.10 

.20 

.30 

.0265 

.053 
,106 
.222 
.318 

*A bounty of 2^ per lb. was paid by the Government on domestic production. *Plus 1/8 cents per pound. 

Notes: 

Hawaiian sugars admitted free of duty since 1876. 
Puerto Rican sugars admitted free of duty since 1901. 
Virgin Islands sugars admitted free of duty since 1917. 
Philippine  sugars admitted  free of duty   1909-1955   (between 

1909  and   1913   duty   free  sugars   limited  to  300,000  tons 
annually). 

The Philippine Independence Act of March 24, 1934, 
(Tydlngs—McDuffle Act), limited the duty-free Imports in the 
United States from the Philippine Islands to 800,000 long tons 
of raw sugar and 50,000 tons of refined sugar In any calendar 
year, and made imports in excess of those quantities subject to 
the full U.S. duty. These provisions became effective on 
January 1, 1936 following the establishment of the 
Commonwealth of the Philippines on November 5, 1935 and 
were to expire In ten years when all Philippine sugars imported 
by the United States were to become full-dutiable. 

Under the Philippine Trade Act of 1946, approved April 30, 
1946, the Philippine annual sugar quota for the period 
January 1, 1946 to December 31, 1973, was fixed at 952,000 
short tons (850,000 long tons), of which not to exceed 56,000 
short tons (50,000 long tons) may be refined sugar. For the 
period January 1, 1974 to July 3. 1974, the quota was fixed at 
476,000 short tons, of which not exceed 28,000 tons may be 
refined sugar. 

For the period January 1. 1956 to December 31, 1958, the duty 
on Philippine sugars, under quota limitations, entering the U.S. 
was 5 percent of the lowest duty rate on sugar prevailing. This 
rate Is Increased progressively by three year periods; to 10 
percent beginning with 1959 and then successlveiy to 20, 40, 
60, and 80 percent and to 100 percent of the lowest prevailing 
rate from January 1, to July 3, 1974. Beginning July 4. 1974 
the duty will be the full duty rate. 
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APPENDIX B 

Chronology of Principal United States Government 
Sugar Controls During World War II Period, 1939-1947 

September 11, 1939-The President suspended sugar 
quotas under the Sugar Act of 1937. As provided 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 II period 
was on sugar, at 3.50 cents per pound, raw sugar, duty 
paid, basis New York. 

January 5, 1942-CeiHng price of raw sugar raised to 
3.74 cents per pound, basis New York, with small 
differentials for other refining ports. 

January 28, 1942-The United States 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 
that country, for 2.65 cents per pound, raw value, 
f.o.b. Cuban ports. The equivalent of approximately 
700,000 tons of sugar was purchased in the form of 
invert molasses under the contract, which specified 
that one-third of the crop was to be processed into 
invert molasses. 

April 14, 1942-The President suspended sugar quotas 
under the Sugar Act of 1937. 

May 1, 1942 - Sugar rationing estabHshed for industrial 
and institutional users. 

May 5, 1942 - Sugar rationing estabHshed 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 recom- 
mend international allocations of sugar and other 
foods in short supply. 

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 United States Government 
contracted 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.o.b. 
Cuban ports. 

April 1, 1944-The United States Government con- 
tracted 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 established 
at 3.75 cents per pound by the United States 
Government. 

April 26, 1945-The United States Government con- 
tracted for the purchase of the entire 1945 crop of 
Cuban sugar, 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.o.b. Cuban 
ports. 

February 10, 1946 - The ceiling price 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 United States Government 
contracted for the purchase of the entire 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 1946-crop 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 1946-crop Cuban sugar. These 
prices were subject to increase in the event of certain 
contingencies. 

April  3,   1943-The United States Government con- 
tracted for the purchase of 2,700,000 tons of Cuban        September  18, 1946-The ceiling price of raw sugar, 
raw sugar for 2.65 cents per pound f.o.b. Cuban ports. duty paid, was raised to 5.575 cents per pound. 
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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 II. 

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 coun- 
tries would be permitted to exceed their previously 
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 II price controls except 
rent. 
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