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The effect of the Presidential proc.amation desigred to
protact the domestic price support loan program for sugar was
reviewed. Bureau of the Census data show that Koveaber imports
totaled 19,615 short tcns of refined sugar, about 3% of the 1977
total, and December imforts were 469,096 skort tons, about /2%
of calendar year 1977 refined sugar ~mports. Census data are
published by month so it is not possibie to determine what
portion of November imports occurred after Novemker 11, the date
of the proclamation. Three countries provided more than 99% of
January 1978 sugar imports: Brazil, Canada, and Guatemala. The
quoted average wholesale price of both cane and beet sugar have
increased monthly since October 1977; it would appear that the
imported refined sugar has not caused prices to decline. The
revenue not collected by the Treasury due to the absemce of an
import fee is estimated to be $30.2 million. It is not possible
to determine the expected cost to the Treasury under the loan
progras. Industries that use refined sugar as an ingredient
include: beverages, confectionery products, bakery and cereal
products, dairy products, aud processed foods. Information is
not available on who has benefited from refined sugar imports
since the Census Bureau data on imports do not indicate either
the importer or the ultimate purchaser. (RRS)
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The Honorable Robert H. Michel
House of Representatives

Dear Mr. Michel:

On December 15, 1977, you requested that we review
the effect of the Presidential proclamation of November 11,
1977, which was designed to orotect the domestic orice
support loan program for sugar, noting that it did not
imrose fees on imvorted refined sugar. As you know, on
January 20, 1978, a Presidentia) proclamation was issued
which levied a I{:c= of 3.22 cents ver pound on imvorted
refined ruger.

You requested that we address six topics posed in vour
letter. This report addresses each of those tovics and
our responses are numbered to cor espond to the topnics as
numbered in your letter. 1In gathering this information,
we interviewed officials of the Departmenc of Agriculture,
Bureau of the Census, and sugar refiners.

1. Bureau of the Census data shows that Movember imoorts
totaled 19,615 short tons of refined sugar--abou% 3 oer-
cent of the calendar year 1977 total--and December imoorts
were 469,086 short tons--72 percent of total calendar year
1977 refined sugar imports. The Bureau of ti:e Census ZJata
is published by month, so it is not nossible to say what
portion of November refined sugar imvworts occurred after
November 11. The following table shows the import amounts
for 1977 and two prior vears.

CED-72-35
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1975 1976 1977
(short (short {short
tons) (percent) tons) (percent) tons) (nercent)
Total 147,675 100 213,725 100 655,711 100
Decembe=r 24,020 16 1,299 1 469,096 72
November 60,636 41 25,624 12 19,615 3
January 1,162 1 3,682 2 1,798 (a)

(a) Less thanr 1 percent

An additional 26,146 short tons of refined sugar were imported
in January 1978. The previous table provides comparable data
for January 1975-77, As with the Nowvember 1977 data,-*t is
not possible to :ay what portion of *he January refineu sugar
imports occurred before January 21, the effective date of the
import fee on refined sugar contained in the January 20
Presidential proclamation.

2. Refined sugar was exported to the United States by a

variety of countries. The countries in the following table
provided 92 percent of December 1977 sugar importa.

Percent of calendar vyear

Amount 1977 refined sugar imports
Country (short tons) occurring in December

Phillipines 127,089 84
Brazil 101,110 100
Dominican Republic 72,244 100
Argentina 36,400 38
Canada 15,227 17
France 12,792 44
South Africa 9,872 29
El Salvador 8,448 90
Other Pacific Isls,

NEC 8,192 100
Peru 8,109 100
Malawi 7,980 0100
West Germany 7,094 1co
3olivia 6,556 51
Denmark 2,050 59

In addition, the countries in the following table orovided more
than 99 percent of January 1978 sugar imoorts,

o
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Amount
Country (short tons)
Brazil 18,380
Canada 5,022
Guatemala 2,670

It was not possible to obtaia the source of the raw sugar.

3. The quoted average wholesale price of both cane and beel
sugar have increased monthly sirnce October 1977 in all
markets for which the Department of Agriculture publishes
data. It would therefcre zppear that the imported refined
sugar has not caused prices to decline, although several
processors told us that the imports had affected their

sales volume and necessitated price reductions.

4. Based on the amount of refinad sugar imported in December
1977 z2nd using the 3.22 cents per pound fee for refined sugar
established by the January 20, 1978, Presidential proclamation,
the revenue not collected by the Treasury due to the absence

of an import fee is estimated to be about $30.2 million (469,096
short tons or 938,192,000 pounds x 3.22 cents). Based on the
amount of refined sugar imported in January 1978 and assuming
all January imports occurred before the proclamation took effect,
the revenue not collect2d v the Treasury in January due to the
absence of an import fee is estimated to be about $1.7 million
(52,291,525 pounds x 3.22 cents). These calculations assume
that the same amount of refined sugar would have been imported
had a fee been in effect.

5. It is not possible to determine the expected cost to the
Treasury under the loan program at this time. There are

several possibilities, each of which would result in a different
cost.,

(a) The total of refined and raw sugar imoports for
1977 amounted to more than 1.5 million short tons,
raw value, above tne International Trade Commission
import quota recommendation of 4.275 million short
tons. If 1978 imports are greater than U.S. needs,
domestically produced sugar could be displaced by
imports. Through February 17, 1978, 571,000 tons,
raw value, of sugar, valuec at $180.8 million, were
out under loan. If the sale of domestic sugar is
displaced by imports, the sugar under loan could
ultimately be forfeited. If the Commoditv Credit
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Corporation could not ultimately sell all of
the sugar, the Treasury could poussibly not
recoup the $180.8 million currently loaned

for sugar. The Agricultural Stabilization

and Conservation Service expects to ultimately
lend about $555 mil.ion on the 1977 sugar croo.

(b) The wholesale price of sugar has increased
monthly since October, as prev.ously mentioned.
One possibility therefore is that, if prices
continue strong. there will be no cost to the
Treasury as all sugar under loan will be sold
on the market and the loans repaid.

(c) In addition, if 1972 sugar imports are
substantially below 1977 imports so that refiners'
stockpiles are drawn down, the high leve! of

1977 imports discussed above will not diswlace
dcmestically produced sugar. 1f prices incrcase
under f."orable conditions, processors will sell
their sugar in the market and there will be no
forfeiture of sugar and hence no cost %to the
Treasury on defaulted sugar.

6. Industries that use refined sugar as a processing
ingredient include

~--beverages,

--confectionery produgks,
--bakery and cereal products,
--dairy oroducts, and

--processed foods, such as canned, bottled,
and frozen foods.

Information is not available on who has benefitted from
refined sugar imports, since Bureau of the Census data on
imports deo not indicate either the importer or the ultimate
purchaser of the irported refined sugar.
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We have informally discussed the ccntents of this reoort
with officials of the Devartment of Agr.culture, who expressed
greement with the material.

Unless you publicly announce its contents earlier, we
Plan no further distribution of this report until 10 days
from the date of the report. At that time, we will send
copies :0 interested parties and make copies available to
others upon requast.

Sincerely yours,

Worsy lacknpe- ”

Henry Eschwege
Director

Enclosure
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Rb'am MicrEL atnamaranTore At
MINORITY WHIE hpvtinaiduptons
sremcemuricom con e L ongress of the Enited States T i v
s o e s Fouse of Representatives o
—————— Washiagton, B.C. 20513 gl
l“l(ﬂ;’c‘;“-‘- K‘T_"Lq

December 15, 1377

Mr. Elmer B. Staats

Comptroller General of the United Sti- .
General Accounting Office

441 G Streen, N.W.

Washington, D.C. 20548

[-ar M-, Staats:

On Mover ner 11, 1977, President Carter signed two Proclamations
designed to protect the domestic price support loan pro,ram for sugar
contained in the Food and Agriculture Act of 1977. These Proclamations
imposed higher duties and fees on raw sugar imported into the United
States.

In the pas few weeks a disturbing circumstance has placed this
price support program in jeopardy. A caombination of administrative
error and Administration delay appears to be thwarting the price support
program of the Congress.

The President's Proclamation of increased fees failed to impose fees
on sugar refined abroad and immorted into the United States as finished,
"white'" sugar. It has recently come to light that large quantities of
this sugar are being imported at prices well below both current market
prices and price support loan levels mandated by law.

To date, the Administration has failed to correct this 'oversight"
in the fee Proclamation (see enclosed newspaper articles). I would
appreciate your assistance in determining the effects of this lack of
action by the Administration.

Specifically, I would like to know:

1. How much refined sugar has entered the United States since
the date of the President's Proclamation, and hcw this figure
compares with previous import levels of refined sugar;

2. What the source of the refined sugar is, and if possible the
source of the raw sugur which was processed for import;
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3. The expected =ffect of domestic sugar prices of these
imports, beth in the next two months and the next year;

4. The loss of the J.S. Treasury from import fees not collected
on this sugar;

5. The expected cost to the Treasury in loans made to U.S. sugar
processors under the 1977-crop sugar loan program because
of depressed U.S. raw sugar prices; and

6. What U.S. industries have benefitted, and by how much, by
the availability of large supplies of sugar unaffected by
import fees.

I would appreciate your early attention to this request since it
seems to me that this situation could have a serious, immedizte and
detrimen:tal effect on the sugar price support program.

Member of longress

REM:1vv



ENCLOSURE I

Carter Proclamation
On Sugar Tariff
Turns Faces Red -~

Program, Aimed to Protect
Domestic Growers, Has

By KaxgN Erriorr Houss

Siaf] Reparier of THE WaLL STRATT JOURNAL
WASHINGTOXN - President Corter's pro-
clamation impasing tariff increascs on for-
elgn sugar Is ceuning 3 lot of admiristration

taces to turn becired.

The reason: The documest be signed

. doesn't do what it’s cuppesed to do. )
Officials have discovered a Caping hole in
the President’s new program ta praiect do-
- mestie cugar growers by keering cheap im-
poriad sugar out of the U.S. Unless the legal
lppbolelsplugged.umnchummﬁuan

4 Embomrassing Loophole &
’ ‘] White House hag fudbbed eifcrts to Relp -

tons of unwanted forelen sugar could flood
irto this country, driving dowa sugar prices
and forcing the government to pay o b
$540 miilion to U.S. sugar growers this year,

“1 looks lixe # dad bust™ says Jamacs
Agnew, an Agricuiture Department sugar
expert who helped desiga the program.

“We're studying ways to case the loop-
hole,” says Lynn Daft, the TTaite House staff
adviser on agricuiture, “but I'm oot very
haypy and the Presideat won't be either
when be finds out.™

This latest foulup Is especially embar
rassing becausa it s the sccond tme the

gancially alling sugar growers. The Prezt-
dant acnounced a yrovram o fubsidice
growers’ Incomes last saring oaly © bave it
daclared illegal 2 few mocihs later. That
program was scrapped.

But 1t won't be 50 easy to repair thls mis-
take. Indes”, no one is yet certain bow 1o
clos.'** . loophale. Lawyers for tie dopant
ments of Siate, Azricniture, ard Jusdce, as
well as i.torneys {n the O:%ce of the Spacial
Trade Representative. are all wurking over
time to try to §zure cut what to do.

“I'm confident the inzonuity of the Amer-

ENCLOSJRE I

¢
4

&
g

]
amecdieg bis earller proclamation
woa't please him, " Mr. Daft said.
No one will publicly sty who is torblame. |
bot oificials privately acruse the Agricul-!
ture Department of 2 colossal goof. “Agri- |
culture suould have caught it, no queston ™ !
says oae critle, ,
Tae Presidovt “¢ned two proclamations.
Cne. di>Mtod b tne Special Trade Represen- :
tative's Office. imposed a duty of 281 conts -
a pound oa imporied sugar. TAC othr, .
sted by Agricuitrre Depariment officiale, |
impased an addinonal 33<cent-a-pound fee |

3

THE WALL S1REET JOURNAL,
Thursdsy, Nov. 17, 1977

33.

on Imports. It i¢ the later prociamanon Wiat
eontainz the error. .

Under the proclamation, imported raw
sugar that costs 10 cents a povnd of more
wou'd be exempt from the :3<cent fee. 1
That's Lecause officiais sssumed that the |
2 81-cent duty, plus the cost of franspora- }
tion, would be sufficient 10 raise the pricect |
such sugar 1o 13.5 cents a pound. the prce |
the administration is irying to achieve [oc f
raw sugar through its pregram- Refining |
that sugar would add another 3.5 cents .
ﬁnrmuamndmlucumapmr;

such 3s Coca-Cola. that the amation i
loophold is proct t
bl and refined |

doesn't distinguish hetween ¥
sugar. S0 relined sugr also will be exempt
from the 13-cent {ce. This means that re-
fined sugar that cnsts 10 cents 2 pound
would increase to about 13.5 cents wmth the
import duty and transportation onzt. But be
cause it woulda't have to incur the coct in-
.creases of refining, it would cost 3.5 to four
cents 2 pound lecs than domesdc sugir or
tmported raw susar thai is refined here.
Because curreat quota limits wll allow
another *wp million tons of refinud sugar to
reach ti - (.S, without the addod tan?? re-

< nlacing 2 like amount of domesdc sugar the

goveroment would have to buy for 133 cents
, & pouad. the slip up could prove ver exen-

rive.
$0 t0 kecp 1t short and sweet, the govern-

ment I3 going to have to find & way to rcline
the sugar tarl(f progTam.
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‘USDA Officials Eying Options
To Close Sugar Loopholes

Commodity News Service

WASHINGTON — US. De-
partrent of Agriculture offi-
clial, are eyeing three possible
soiutions to one »f the re-
cently-dis :overed loopholes in
the administration’s Nov. 12
proclamation on new import
fecs on importad sugar, CNS

+ hasleammcd.
_The chief loophole being
studied exempts refined sugar
from the import fee. Presi-
dent 5! my Carter's import
fee proclamation calied for a
zero ‘o 3.3 Tents-s-pound im-
port fee, in addition to a 2.8

ccat tariff. But it did not
define scparate fees for raw
and refined sugar.

Robert Stansberry, who
heads USDA's Procurement
and Sales Division, told CNS
the ~ptiuns top LEDA ailicials
are studving s 3 means of
closing the refined sugar gap
include charging a {lat import
fee instead o) imposing a
variable fee, Mr. Stanshelry
said he prefers this method
over the current variable fee,
and said an example wouid be
1o chargz a flat 50 per cent of
value of cargo fce, which is
allowed under current law.

Two other options, accord-
ing te Mr. Stansberry, are
imposing a 100,000 short-lon
quota os refined sugar im-
ports or adding the refiners’
margin o the current import
fee scala and thea figuring the
import fee {rom that strting

t.

Under current import fee
ealculations, sugar valued at
between & and 6.67 cents per

is subject to a 30 per

cent ad valorum import fee.
However, sugar valued at
‘ more tham 6.67 cents per
pound is subject to a different
scale. The import fee of the
higher priced sugar is calen-
lated on 2 3.1 cents per pound
base. For example, f sugar is
valued at § cents per pound,
that amount cxceeds the 6.67
cents valge by 1.3 cents. The
1.33 cents figure 1S then sub-
ra~ted from the 1.2 cents
base ‘g arTive at 2 1.59 cents

impon fee.

Deputy direclor of the
USDA Procuremen’. and Siles
Division, James Agnew, said
while impors of relined sugar
tow account for only about 2
percent of all US. sugar
i the mere existence of
the refined sugar loophole
could create a problem, espe-
cially if refined sugar imports
were increased ag a meaas of
circumventing the tariil.

The other loopaole, which
Nr. Agnew s5aid has not yet
commanded much sttention at
USDA, due to concentraiion on

-

the refined sugar gap. invoives
products containing sugar.
Mr. Agnew explained thatl
products such as jellies and
donut fillings containing large
amounts of sugar are not
covered under tha prociam.a-
tion's tariff scheme. Mr.
Agnew said companies could
use the seccnd gap as anoiber
means of circumventing the
law.-

The circumventing could be
accomplished, theoreticaily,
by firms simply buying sugar
outside the U.S. wheze it is not
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subject to import {ees, mano-
facturing highly sugar-based
products iz a foreign country
and shipping the products
Yeck ine the US. Mr. Agnew
speculated that the US. Iater-
national Trade Commission
(USITC) mught be asked lo
look into this loopha'e alter it
investigates the gay o refired
sugar.

The USITC is scheduled to
lock &0 the refined sugar yap
in a series of hearings across
the country, beginning Jan. 1-4
in New Orleans.





