ANNUAL AGRICULTURAL OUTLOOK CONFERENCE

United States Department of Agriculture, Washington, D.C. 

Outlook '88, Session #18
For Release: Wednesday, December 2, 198?
BITTER MEDICINE-IN WHOSE INTEREST?

By

Eiler C. Ravnholt, Vice Chairman, 

U.S. Sweetener Producers Group

THE U.S.SUGAR PROGRAM is a major success story. It has permitted the domestic sugar industry to survive in a period of almost unprecedented disaster in American agriculture. It has done so virtually without cost to the U.S. government - but certainly not without attack from the industrial users of sugar and from the Eastern establishment press.

While I would be more comfortable addressing the economics of U.S. sugar policy I feel compelled to respond to its many criticisms stimulated by the opponents of that policy, the industrial users of sweeteners.

The User's Washington lobbying arm, the Sweetener Users Association, includes among its members many of our nation's most profitable companies. They are also among our country's largest advertisers and this provides them with a distinct advantage in the public relations arena in their campaign to discredit the sugar program. They are apparently firm believers in the principle that. if you tell big enough lies, and repeat them often enough, a good share of the public will believe them and the rest will be confused.

Their media advantage has permitted them to picture the current sugar program as a $3 billion rip-off of America's 240 million consumers by a relatively few U.S. sugar producers. They have been successful in this in spite of the fact that the price of sugar to the American housewife is less than it was in 1980 and 1981, years when we had no program. Moreover, they have been successful despite the fact that housewives in most developed countries pay more for sugar than do their counterparts in the United States.

They have blamed the U.S. sugar program for the spread of communism among developing countries from the Caribbean to the Philippines. This charge is made despite the fact that these countries get the same. price for the sugar sold to the U.S. market as do our producers - more in some cases because we must transport our sugar to market in American flag ships to help assure a viable U.S. merchant marine. These countries' sales to the U.S. market are restricted but at least they get a fair price for a portion of their production, a real boon compared to their revenues from sales on the world "dump". market, where prices have been ravaged by EC subsidized dumping policies.


These countries get more than 20 cents a pound for sales to the U.S., only 8 cents for sales to the Soviet Union. Meanwhile Cuba receives more than 30 cents a pound for its sugar sales to the Soviet Union which is the world's biggest importer. I recall that the U.S. was buying nearly all of Cuba’s sugar at a premium when Fidel Castro took over and it didn't save Cuba from going Communist. It is ludicrous to suggest our current sugar policy is the cause of any spreading Communist influence in the area.

Our- opponents even blame our program for forcing farmers in the CBI countries to grow pot and the raw material for cocaine because we limit our purchases of their sugar. Do they want U.S. farmers to grow the pot instead? I assure you it is possible to grow it within the U.S. and in Hawaii we can even grow coco leaves where sugar now grows.

Not satisfied with blaming our sugar program for ripping off the consumer, spreading communism and adding to the drug problem they now accuse those who enacted the program of having been "bought" by the campaign contributions of U.S. sugar growers and processors. For shame! If Congress was for sale in the '85 Farm Bill how does one explain that the losers in the bidding war - the industrial users - paid far more in campaign contributions than did the winners, the domestic producers of sweeteners?

With all these accusations, you may wonder why Congress enacted the current sugar program in the Food and Agriculture Act of 1981 and reaffirmed its support again by an overwhelming margin in the Food Security Act of 1985. Let me give you some of the reasons. 

First, most members recognize that without a program the U.S. industry cannot survive. That is not because we are high cost producers. Congress knows that all sugar producing countries protect their farmers with a program because none can survive if they must compete with subsidized, dumped sugar on the "world market." Congress also remembers that when we got rid of the old sugar program back in 1974 prices jumped to 65 cents per pound, only to drop a fèw years later to less than 7 cents and then increase again to more than 40 cents in 1980. Farmers can't live with such price volatility.

Second, the Congress knows that the great majority of sweetener is utilized by the giant industrial users in their products - companies which are doing extremely well under the current sugar program. The Congressmen know that the sweetener in soft drink costs only 1.5 cents though the consumer pays 50 cents a can. They
also know that there is only a penny's worth of sugar in a candy bar and the consumer isn't going to get that candy bar for less just because Hershey or M&M Mars can buy the sugar content for a fraction of a penny less. They know that these corporations increase their prices when sugar prices go up but they don't reduce them when the price of sugar drops.
.

Congress knows that these opponents of the sugar program are among this nation's biggest and wealthiest corporations. Coca Cola made almost $1 billion last year - a whopping 11 percent on sales. Kellogg made 10.5 percent. Hershey's profits were also up, equal to 7 percent on sales. M&M Mars doesn't have to publish its profits, but the family is one of the richest in America. The soft drink industry, candy, cereal and baking companies have seen the price of their stocks rise far more than the average in recent years. Congress knows. that farmers have no market control over the price of their product but the same cannot be said of the sweetener user companies.

Opponents of the sugar program accuse that program of being responsible for the excessive profitability of the corn sweetener industry. I read in Milling and Baking News the other day that Staley Continental’s profits were up 81 percent this past year - but they are still making less than Z percent on sales from continuing operations.

The industrial users of sweeteners claim to seek a lower sugar support program on behalf of the American consumer. Yet we all know that if they were required to pass any savings from reductions in sweetener prices on to the consumer they would soon lose all interest.

I can appreciate their desire to get lower sweetener prices. After all, the pursuit of profits is the purpose of business. At the User's press conference recently Senator Roth suggested that the purpose of the 6 cent a pound reduction in the sugar loan rate being proposed was to bring back the nickel candy bar. If his interest is really the consumer his vehicle is certainly ill chosen. The farmer is getting a smaller and smaller share of the food dollar, now only some 25 cents. It remains a mystery to me why some who profess an interest in the welfare of the consumer join forces with those who receive the biggest share of the food dollar and try to squeeze yet another penny out of the American farmer.

In the 1970's the soft drink industry - the largest user of sweeteners - successfully lobbied the Congress for an exemption from the exclusive franchise prohibition in our nation's antitrust laws. These Users seek ever higher profits at the expense of consumer and raw material supplier alike. If they are so dedicated to free trade let us start by repealing that exemption..

The industrial users are not without allies in their campaign. There is a peculiar syndrome that appears to guide some of the liberal community in America. On the one hand they insist that we provide our agricultural workers with good wages, health benefits, workmen's compensation, unemployment insurance, and meet all the OSHA and EPA standards. However, if the product of these worker's labor can be purchased cheaper from some country where the pay is $3 dollars a day with slave labor conditions and no environmental concerns and the product is then exported with subsidies, they have a right, indeed an obligation, to buy it from that source. They believe they have done their share if they have helped U.S. agricultural workers get a decent wage, fringe benefits and good working conditions - but for goodness sake don't ask them to help pay for it by purchasing the domestically produced product if they can get it cheaper elsewhere. We produce more sugar per acre and more per man hour than they do any other place in the world but if we request that our costs be covered in the market place that is a consumer rip-off, they say.

The opposition speaks of jobs lost because of the sugar program. Without the program there would be a lot more jobs lost. There are at least 6 jobs in the growing and processing of sugar in the U.S. for every job in refining. There are very few jobs in the blending of sugar with gelatin or cocoa,although the administration could very easily take care of that aspect if it would merely act on the ITC recommendations and halt the increasing imports of products circumventing our quotas.

You may have the impression that I think the U.S. sugar program has been getting a bad rap. You bet I do! It is one of the more successful farm programs that has served the public well and it certainly merits continuation.


The American sugar farmer is an efficient producer, as is the American corn, wheat, cotton, rice or soybean farmer. He can compete with farmers anywhere -​but not with subsidized foreign production. That is why the U.S. sweetener industry is supporting the Administration's goal to get rid of all agricultural subsidies and to achieve truly free world trade. That is why they support getting rid of the U.S. sugar program - but only when other countries get rid of theirs.
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