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10 Things Candy Makers Won't Tell
You

A look at the not-so-sweet side of the confectionery business.
By JILIAN MINCER

1. "The economy can't shake us."

ith

consumer confidence low and unemployment high, Americans aren't buying
cars, houses and appliances. But they're not giving up their Snickers,

Reese's or M&M's. This year through May, confectionery sales were up
4.3% compared to the same period last year, according to the National
Confectioners Association. In fact, it's on pace to be the best year for the sweets industry
in at least a decade and handily trouncing the soft drinks business, which has been
declining over the last few years.




In 2010, the average Americans ate almost 25 pounds of candy, according to the U.S.
Census. That's up from just over 24 pounds in 2008. Seasonal sales of specialty
chocolates and the perceived health benefits of chocolate have helped drive that growth,
says Jack Russo, a senior consumer analyst for brokerage Edward Jones. But it's not just
chocolate: Licorice sales are up 4.5% and sales of chewy and gummy candies are up
5.4%, says the industry association. "These products are relatively affordable," Russo
notes, making them an easy way to splurge. |

2. "Those taxes aren't high enough.”

Inrecent years, cash-strapped states have taken aim at residents' sugar jones. Despite
rigorbus opposition from the industry, and in some cases consumers, 30 states now have
taxes on candy that run to 7%. While many states have added taxes on candy as a public
health initiative to curb weight gain and obesity, other states see candy taxes as a new
source of revenue in tough times. In 2009, llinois, for example, raised taxes on candy to
6.25% from 1%, and has earmarked the estimated $35 million to $40 million in additional
revenue for capital projects, says a spokeswoman for the lllinois Department of Revenue.

But those taxes -- at least those that aim to keep sugarjunkiés trim - may not be working,
researchers say. The problem: They're not high enough. In order for a tax to be a true
deterrent, the rate ought to be'higher than the current average of 5%, says Lisa M. Powell,
a research professor at the University of lllinois at Chicago. She points to recent research
by the U.S. Department of Agriculture that estimates that a 10% increase in prices should
cut consumption by 12.6%; as another example, taxes on cigarettes, which are widely
credited for cutting the rate of teen smoking, run to more than $3 per pack in some states.

For its part, the candy industry objects to any taxes at all. The tax is arbitrary, says Susan
Whiteside, a spokeswoman for the National Confectioners Association, in part because in
some states, treats that contain wheat are excluded: A Twix bar isn't taxed, but a pack of
Twizzlers is. Also, says Smith, food taxes disproportionately affect low-income people.

3. "You're paying more for less."

In May, Nestle introduced two new candies under its new Skinny Cow label: nut clusters
and a chocolate-covered wafer crisp, each under 120 calories, the latest to join the candy
industry's rush keep calorie-conscious snackers in the fold. Many major candy companies
now offer low-cal treats, including Mars' 3 Musketeers Truffle Crisp Bars (34% fewer
calories than a 3 Musketeers) and Hershey's 100 Calorie Criép Wafer Bars (50% fewer
calories than a Kit Kat).




But the candy companies' secret to keeping the calories down doesn't come from a new
miracle cocoa bean. They've simply done what weight-loss experts have advocated for
years: They've cut the portion sizes -- but not the prices, meaning health-conscious candy
buyers are paying proportionally more for less candy.'The Mars Truffle Crisp bar and its
regular 3 Musketeers bar, for example, each cost $1, but at 1.1 ounces, the lower-calorie
bar is half the size of the more caloric treat.

Mars and Hershey's declined to comment, but Gary Stibel, founder and CEO of the New
England Consulting Group says this is just smart marketing on the candy companies' part.
"People will pay a premium to take calories out of the package," he says. "And it takes
away a reason why people don't eat candy.”

4. "Our candy may have more than sugar."

Consumers have long been warned about the dangers of lead paint, but few know that the
lead levels in chocolate products can also run high. While lead can tum up in many foods
in trace amounts, in 2004 chocolate bars had among the highest lead levels of 280 items
surveyed by the Food and Drug Administration. In 2008, the agency issued a recall of
some types of Dagoba Organic Chocolate for having a lead content that was too high.
(Dagoba, which was bought by Hershey's in 2008, did not respond to requests for
comment. At the time, a company executive told reporters that the test results an isolated
incident and said no reports of iliness were associated with the recall.) Researchers in
California have also found that bittersweet chocolate and chocolate pudding had levels of
lead that would exceed that state's recommendations, says Russ Flegal, a professor of
microbiology and toxicology at the University of California at Santa Cruz and one of the
researchers. That doesn't come from the cocoa bean itself, he says, but is rather a result
of handling, processing and storage.

Most people don't eat enough chocolate for the lead to have serious consequences, says
Flegal: You'd have to eat one-and-a-half milk chocolate bars each day to put your lead
intake above California's recommendations for what is considered safe. But he thinks
consumers, especially parents of small children, ought to be aware of the limits. "Some
children eat a lot of chocolate, and it could be a potential problem," he says.

The candy industry notes that small amounts of lead are often found in plant-based foods,
and say they're taking every possible precaution. "Manufacturers take many steps to
ensure that lead is at its lowest level possible in chocolate products,” says Susan Smith, a
spokeswoman for the National Confectioners Association.



5. "Chocolate is not actually good for you."

Chocoholics love to cite the healthful properties of the candy, and the candy industry is
happy to arm them with statistics and research to support the claim. On Hershey's
website, for example, the company says chocolate "may contribute to improved
cardiovascular health," citing the antioxidant properties of cocoa and a connection
between antioxidants and a reduced risk of heart disease and cancer, among other
iinesses. A separate study on the National Confectioners Association website claims that
children and teens who eat candy are less overweight or obese than their peers who don't.

Not so fast, warn health care eXperts. While chocolate does have antioxidants, which
protect cells against certain kind of damage, and the occasional indulgence is satisfying,
chocolate treats "are not fruits and vegetables," says Bonnie Liebman, nutrition director
for the Center for Science in the Public Interest, a consumer advocacy organization. So
far, she says, there is no definitive evidence that antioxidants have any positive effect on
your health, and "there's no health authority that recommends eating more chocolate.” And
outweighing any potential benefits, experts say, are the detrimental effects of fat, sugar
and calories. With two out of three adults and half of children either overweight or obese,
"We do not need a license to eat more chocolate," says Ross A. Hammond, a senior
fellow at the Brookings Institution, who estimates that the annual costs from obesity may
run to $215 billion a year.

The candy industry is aware of the need to eat healthy, says Smith of the National
Confectioners Association. "Candy is supposed to be one of life's little pleasures.”
Hershey's declined to comment on the health claims made on its web site.

6. "We're sending jobs overseas."

Candy profits are up, but U.S. employment in the industry is down. The candy industry
shed more than 20,000 jobs, or about 23% of its workforce, in the last decade according
to the Bureau of Labor Statistics -- a deep decline, considering the overall workforce is
down about 2% in the same period. Much of the job loss has come as candy companies
have gobbled up competitors and moved jobs offshore to places like Mexico and Canada,
says the National Confectioners Association's Smith. Between 1998 and 2010, the
amount of candy imported to the U.S. from Canada grew by 159%, from Mexico by 248%.
"As companies expand they often look outside of the U.S. because commodity prices are
more reasonable," says Smith.

7. "Our treats could land your kid in the ER."



Of the roughly 17,500 children who go to the hospital each year for choking, nearly 20%
were chewing gum or candy, according to the latest national estimates of nonfatal injuries
by the Centers for Disease Control. For this, health experts and advocates squarely blame
the government and candy makers for not doing enough to warn parents and kids about
the dangers of choking on their candies. There were a series of incidents between 2000
and 2002 in which "gel candies," jellies that come in plastic cups about the size of coffee
creamers, were linked to a several choking deaths in children. That prompted some in
Congress to propose the Food Choking Prevention Act, which would have re"quired
warning labels on some foods. "Many more children would be alive today if the choking
hazards posed by gel candies and other foods marketed to children were investigated
quickly and pulled from store shelves," said Rep. Mike Honda (D., Calif.) at the time. That
legislation didn't pass, but last year, the American Academy of Pediatrics released a
report on choking prevention that concluded that the FDA should "evaluate foods and
require warning labels on foods that pose a high choking risk to children.”

‘Danger aside, it's also an expensive risk. If you have to rush your choking child to the
emergency room, expect a bill for the ambulance ride, emergency room visit and possibly
a visit to a pediatiric gastroenterologist, says Alan Cherkasky, a family practitioner in
Kaukauna, Wis. "This could easily cost many thousands of dollars," he adds.

The National Confectioners Association's Smith acknowledges that "hard candies are not
for kids under three," but says parents can help prevent their children from choking by
restricting them to age-appropriate candy.

8. "When our costs went up, so did yours."”

On top of the rising costs of fuel, the prices of candy's staple ingredients -- sugar and
chocolate -- remain near all-time highs this year. Sugar now costs about $0.25 per pound,
up 55% over a year ago, according to International Monetary Fund data; cocoa prices
have almost doubled over the last five years to about $3,000 per metric ton. So what's a
candy maker to do? Pass the golden ticket along to consumers. Most candy companies
have increased prices this year by about 10%, says Chris Growe, an analyst with
brokerage and investment firm Stifel, Nicolaus & Company. Companies typically don't
advertise their price increases, although in March, Hershey's said it was increasing its
prices to offset the higher costs of materials and fuel among other things, in order to keep
profits on track. The company didn't respond to requests for comment, but so far, the
strategy seems to be working: Hershey's stock is up 23% to $59 per share in the last 12
months. For consumers, a candy bar is a modest expense, says Growe. "You may not be
able to buv that flat-screen television. but vou can afford a Twix bar.” he savs.
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9. "We know how to tempt you."

Don't want to buy candy? Then avoid lines at the grocery and leave the kids at home. The
longer you wait, the more likely you are to buy that candy, and that's why it's strategically |
placed near the checkout register, according to research by professors at the University of
Arizona and George Mason University. They found that waiting in line five minutes instead
of four increased the probability of making a purchase, typically candy, by about 17%.
You're even more likely to buy candy if a child's along, says Daniel Houser, a professor at
George Mason University, who studies temptation. More than 18% of those with children
purchased a tempting item, usually candy, compared to about 8% of those without.

And for that placement, candy companies pay top dollar, says Stibel. He wouldn't give a
price but called those aisle displays "the most expensive real estate in the couhtry.” Rick
Shea, president of Shea Marketing, a consumer and retail marketing firm, says selling
candy is an easy way for stores to boost their bottom line -- one reason candy has been
popping up at the registers at retailers like hardware stores and dollar stores. For the
stores, he says, "It's perfect -- an impulse purchase with a long shelf-life.”

10. "We can affect your meds.”

On a lousy day, a little chocolate often seems like just the thing to lift low spirits. But for
people on certain antidepressants, reaching for a chocolate snack too often might pose
serious risks. On its website, the Food and Drug Administration has warned consumers
not to mix too much chocolate with certain types of antidepressants, including Nardil
(phenelzine) or Parnate (tranylcypromine), which are often prescribed for depression in
people who have not responded to more common medications. The agency says that
eating large amounts of chocolates and taking these kinds of medications could result in a
sharp rise in blood pressure -- a warning that should be presented by the prescribing

.doctor or accompany the medication, according to the Pharmaceutical Research and
Manufacturers of America, a trade group that represents drug and biotech companies.
Such warnings aren't required on labels of chocolate candies, though. Like most foods,
candy is required to have the standard nutrition label, but not to issue warnings about drug
interactions.
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2. "Those taxes aren't high enough."
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