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CIEP STUDY MEMORANDUM NO. 28 August 2, 1973 

MEMORANDUM FOR: 

SUBJECT: 

-
THE SECRETARY OF STATE 
THE SECRETARY OF TREASURY 
THE SECRETARY OF AGRICULTURE 
THE SECRETARY OF COMMERCE 
THE SECRETARY OF LABOR 
THE DIRECTOR, OFFICE OF MANAGEMENT 

. AND BUDGET 
THE CHAIRMAN, COUNCIL OF ECONOMIC 

ADVISERS 
THE SPECIAL REPRESENTATIVE FOR TRADE 

NEGOTIATIONS 
THE EXECUTIVE DIRECTOR, DOMESTIC COUNCIL__....-
THE ASSISTANT TO THE PRESIDENT FOR 

NATIONAL SECURITY AFFAIRS 

US Sugar Policy 

The President has directed a review of US sugar policy, taking into 
account not only domestic economic concerns but also the world sugar 
situation as it.is influenced by the expiration of a variety of inter-
national agreements this year and next. The attached study outline will 
be the basis for _ this study. 

You are requested to nominate representatives to participate in the 
study group. I also intend to augment the group with a small numbe13 
of consultants from outside the government. Mr. Robert J. Morris, 5 tfr 
Assistant Director of the Council, will serve as Chairman. Please 
submU the name of your representative to, him. 'fl~ 
In view of the fact that negotiations on a new International Sugar p. 
Agreement will begin in Geneva on September 10 and last until about 
mid-October, the study group will not convene formally until after 
that negotiating conference. However, I intend to call a meeting of the 
CIEP Senior Review Group in early September to review the positions 
to be taken by the United States Delegation to that conference and to 
discuss proposals concerning the structure and content of the sugar study. 

DECLASSIPIBD 
E.O. 12958, Soc. 3.5 

NSC -4198, State Dept. Of-= 
By-..,...,..., NARA, Date II 
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I therefore request· that the papers as noted in the attached 
outline and the position papers for the U.S. Delegation to the 
Geneva Conference on the new ISA be submitted. to me by 
August 31. 

<a:;rx:igan ':~JJfe({J::ctor 

Attachment: Study on US Sugar Policy 

cc: Ken Dam 
William Timmons 



STUDY ON US SUGAR POLICY 

MANDATE: The President's decision to "review sugar policy, 
taking into account not only domestic economic concerns, but 
also the world sugar situation bearing in mind that our treaty 
arrangements on sugar with the Philippines, the Commonwealth 
sugar agreement and the International Sugar Agreement all expire 
in 1973 or 1974. 11 

OBJECTIVE: To identify and evaluate options for future US 
sugar policy. The options should be developed and measured 
against three basic criteria: 

·1) The objectives for US sugar policy as defined in the 
Sugar Act. 

2) The Administration• s overall policy goal for agriculture 
in general,· which is to make production and trade in 
agriculture more responsive to market forces. 

3) The current and expected future situation in international 
trade in sugar given the expiration of a variety of current 
agreements, their forthcoming renegotiation or replacement 
by other measures and the multilateral trade negotiations, which, 
in part, will be required to 11pay special attention to trade in 
tropical products. 11 

In accordance with the President's directive, the study will take 
into account 11 domestic economic concerns. 11 Thus, domestic or 
Congressional political considerations are not to be construed as 
imposing a priori limitations on possible options, at least at this stage. 

AREAS TO BE EXAMINED 

Following are suggested questions to be addressed by the study group. 
This is not an exhaustive li~t, and participants should come to the 
first meeting prepared to comment on this list, to refine it and add to 
it as they believe necessary. Agencies indicated in parentheses should 
prepare papers on the subJects as identified below. These should be 
submitted to CIEP by August 31. 

DECLASSIPIED 
E.O. 129'8, Sec. 3.S 

NSC ~24198, State Dept.-
By , NARA, Date I 0 

I. 
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1. A description of th~ current state of play as regards 
the main internation_al agreements on sugar expiring soon and 
their probable replacements. These include the Laurel-Langley 
Treaty with the Philippines, the International Sugar Agreement 
and the Commonwealth Sugar Agreement. The positions of the 
main participants in each agreement should be sunrmarized (State). 

2. An evaluation of the results observed under the current 
sugar act to date. What have. the effects been of such matters as 
the transfer of the Puerto Rican and Virgin Island allocations to 
mainland cane producers? What has happened to prices; budget 
costs; foreign and domestic supply to the US market, etc.? (USDA). 

3. What has been the effect of the confectionary quota? 
What should be done with this provision? (USDA). 

4. Are the objectives of the sugar act _appropriate? If..: so, 
could they be better achieved by alternative policies? If they are 
not appropriate, what alternative objectives should the re ht!? 

5. What are the alternatives to the current system of quota 
allocations by country? As between foreign and domestic producers? 
What should be done with the treaty portion of the Philippine quota? 
What are the domestic economic effects of alternative arrangements 
for imports (i.e., other than the current quota system)? 

6. In 1971, we avoided a limitation on producer payments. 
However, the current farm bill shows that Congressional sentiment 
is still strong for payment limitations in regard to other agricultural 
commodities. What are the probabilities for such limitations in 1974 
on sugar? The relationship between producer payments and excise 
taxes should be reexamined and related to alternative import systems 
as well. 

7. What are the options and their effects as regards what is 
left of the Cuban reserve? (State), 

8. We should have a fact sheet on sugar production by state, 
employment in the industry by state and an assessment of the importance 
of sugar growing and processing to each state's economy and its agri-
cultural sector. The paper should also analyze the possible alternative 
uses of land in such states for growing other crops in the light of current 
and expected market conditions for such crops as compared with sugar. (USDA), 
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9. Given the importance to world trade of the arrangements which 
the EC has or may be considering on its own sugar policy, we should 
have a paper on the EC's Common Agricultural Policy on sugar as it 
currently exists, a discussion of proposals that are under consideration 
in Europe for changes in it and an assessment of the effect it has had 
and may have in the future under these alternative arrangements, both for 
U.S. sugar policy and international trade in sugar. (USDA) 

CONFIDENTIAL 



MEMORANDUM FOR 

FROM: 

SUBJECT: 

WA 

THE WHITE HOUSE 

WASHINGTON 

September 5, 1974 

TOM KOROLOGOS MEMO ON SUGAR 

Ken has asked that you respond directly to Torn Korologos 
on the attached memorandum. Ken would like a copy of 
your response. 



MEMORANDUM FOR: 

THROUGH: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

September 4, 1974 

JhLLIAM EBERLE 
.,KEN COLE 

WILLIAM E. TIMMONS d K 
TOM C. KOROLOGOS } t<,-t' 

Sugar 

I am getting quite a few requests from the Hill asking -for information 
about the Journal of Commerce report (attached) on August 22 that 
HFederal sugar marketing quotas, currently due to end December 31, 
may be lifted several months ahead of schedule according to trade 
sources in Washington. 11 

Are we considering this kind of new and inflationary disaster? 

The psychology of such a move, viewed from an international perspective, 
would prove the United States has become frantic and is throwing su:gar to 
the world market (the world price of which is 2¢ higher than the domestic 
price.) 

The quotas expire at the end of the year anyway -- (and Pm told that 
Long and Bennett may try a resolution extending them beyond that time.) 

When Calcagnini, Frick, and the others at Agriculture defeated the White 
House and killed the sugar bill in the House last June the price of sugar 
in the United S_tates was 24¢ a pound. Today itr s 40¢ a poun·d, it'll be 44¢ 
by the end of the month and 50¢ (that's $2. 50 for a 5-pound bag) by the 
end of the year. 

I feel that any move to suspend quotas .would be a total disaster on the 
inflation front; a disaster Congressionally with our hard-core supporters; 
a Foreign Policy disaster, and stupid to boot. 



Memorandum for William Eberle and Ken Cole continued 
September 4, 1974 
Page Two 

Is such a move contemplated? If so, we need to do some fast 
explaining to Long, Bennett, Poage, Wampler and a dozen others. 
In addition, I request that this office be included in the voting on 
any option paper that might go to the President. 

_, 



THE JOURNAL OF COMMERCE, Thursday, August 22, 1974 

Sugar Quotas 
ll1ay Be Lifted 
Before Dec. 31 
WASHINGTON (UPI) 

- .Federal sugar marketing 
, quotas, curren1ly due to end 

Dec. 31, may be iHtccl sever;i.l 
months ahead of schedule ac-
cording to trade sources here. 

The sourC'<'S sa.,d USDA om- Ii~ cl11Ls are sludy:in,g the pos..«i• 
bilil~ or eHminating quota,s for 
the remainder of 197•\ by ad·-
mmis!rat,ive action. ~inning 
next January, ,the quota pro-
,g;ram wiU be fogally d~ad un- • 
less Congress decides to re-
verse a June House vote to 
oiscontinue the control sys-
tem. 

The House vote k~~ed a bill 
wl1ich would have extended 
the 40-yeaT-old sug-ar control 
program :for tiv-e more years, 
bcgin:n'ing in 1975. 

Arthur Calcagnim, bead of I 
the Agdculture Department's , 
Sugar Division, dedi111ed in an 
interview .to speculate on the 

I possibility of early ILtftin·g of 
quotas or on whether the ad- , 
ministration mi.ght u..<.e author-
ity under several old general t 
farm ;Jav,'IS 1o regulate sugar 
1mports or .support pr:k:c!' for 

I American growers alter 1974. 
i Mr. Cakagn·ini con'linned·, 
j however, that th:e govel'llmE""nt 
t can 4ei;ally suspend quotas for 

the remainder of 1974 if it de-
cides ,the controls are senrin·g 
flo purpose Ior either con-
sumers or ,growers. He said 
the departmcn.t ds "always 

• consid~ring our alt&natives" 
and has been revjewing policy 

• both Ior othe rest o! :tlhis year 
and for 1975. . ' 

• ! 

Kari Theisen
Rectangle



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

October , 1974 

Background Sugar 

-

The U.S. sugar policy for the past 40 years has been marketing 
limitation through quotas for both domestic production and foreign 
imports of the commodity. This system of control was designed 
to regulate supplies and prices during the era of surplus supplies. 
As the following table shows, however, world consumption has 
exceeded production in the last four years. 

Production 

Consumption 

Initial stocks as 
percentage of 
consumption 

1969/70 
74,346 

72,290 

26.7 

World Sugar Market 
000 

Metric tons 

1970/1 1971/2 
72,771 73,188 

74,518 76,105 

28.7 25. 1 

1972/3 1973/4 
77,313 80,493 

78,099 81,068 

22.0 19.5 

The result has been a sharp rise in sugar prices. U.S. raw sugar 
prices are currently $34 per cwt., an increase of 212 percent from 
a year ago. The $34 price represents an 8 percent increase from a 
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month ago. The U.S. price objective under the Sugar Act is $12. 40 
per cwt. Effectively, the U.S. has been on a world market basis 
since January. Prices in both U.S. and world markets have moved 
upward together in response to tight world supplies, fluctuating 
narrowly above and below each other for brief periods in response 
to special conditions. 

Concurrently, with the change in the world sugar supply, there 
were a number of economic forces at work which also contributed 
to the sharp price rises in sugar. Among these were the monetary 
crisis, world-wide commodity shortages, inflation, tight money, 
and the energy crisis. The energy crisis had a double-barreled impact 
on sugar prices. It increased the cost of production and shipment as 
well as put large amounts of dollars and other currencies in the hands 
of Arab countries which bought aggressively, adding to the rise 
in prices. 

In order to attract the sugar to the U. S. , Americans had to bid up 
prices equal to those which other buyers would pay. While this 
had the undesirable effect of increasing prices, it did secure the 
sugar this country needed. In Great Britain, where traditional 
suppliers reneged on contracts rather than accept low commonwealth 
sugar agreement prices, there have been shortages. 

While sugar is in tight supply worldwide, it is believed that there 
is enough sugar available (i.e., not already committed) to fulfill 
U.S. requirements. Some quota countries have supplied sugar 
to the U.S. at their usual rate while others are holding back on 
shipments. 

Some countries will not be able to fill present quotas while other 
probably have sugar available in excess of their quotas. 

Our peak level of consumption for 1974 is already provided for 
although stocks in the hands of primary distributors are currently 
at lower than desired levels. Supplies of raw sugar available to 
U.S. refiners likewise appear to be tight even though the harvest 
has begun for sugar crops in the Southern Hemisphere. Some 
relief can be anticipated from the start of the European and our 
own beet harvest in the fall as well as the U.S. continental cane 
crops in October and November. 
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U.S. sugar import quotas are treated as "obligations to deliver'' 
under the Sugar Act. Foreign countries are penalized for their 
deficits through reductions in future quotas. Although the present 
Act is currently scheduled to expire on December 31, 1974, and, 
hence, its penalty provision is legally meaningless at this time, 
the possibility that (1) the Act may be extended, or (2) similar 
legislation may be enacted in the future, still must be taken into 
consideration by countries that 1have quotas. 

The Sugar Act requires the Secretary of Agriculture to (a) review 
U.S. sugar requirements, and (b) reallocate any apparent quota 
deficits at least every sixty days. The Act specifies a formula 
to be used in reallocating quota deficits. The most recent of 
these sixty-day periods expired on September 27, 1974. In 
light of the deficit in the domestic quota of about 620,000 tons, 
the Secretary, on the recommendation of the Cabinet Committee 
on Food, decided to continue the quotas and reallocate the domestic 
deficits among the quota countries while maintaining the estimate 
of domestic requirements at the present level of 12. 5 million tons. 

The decision of the Secretary of Agriculture is a controversial 
one both within the sugar trade and among government analysts. 
Virtually no one expects that this course of action will reduce 
sugar prices. The Secretary's decision was based on the following 
reasons: 

a. The President is not directly involved. If prices 
rise, as some believe they will, the White House 
is not implicated. 

b. Quota countries that have filled their quotas would 
be able to send more sugar under their increased quotas. 

c. This was the easiest option to explain to the public 
and to the Congress because the estimated domestic 
requirement would not be lowered. 

d. Incentive for quota countries to fill their quotas is not 
required. 

e. While 12. 5 million tons is probably more than the U.S. 
needs, maintaining that level allows us to purchase it 
should it be available. 



- 4 -

Arguments against the Secretary's decision include the following: 

a. The additional demand being placed on quota 
countries could push up prices. 

b. The 700, 000 ton increase in foreign quotas 
could be disillusioning to countries that 
cannot fulfill their quotas. 

c. 12. 5 million tons exceeds the current estimate 
of U. S. needs of 11. 8 million tons thus 
signaling an unnecessarily high level of demand 
to the market. 

The other options looked into included actions to: 

Suspend the sugar quotas and reduce estimated 
domestic requirements to 11. 8 million tons. 
This option was not selected because it rt4quired 
a Presidential proclamation justified by a 
determination that a national economic emergency 
exists with respect to sugar. There is no national 
emergency. 

Continue the quotas and reallocate the domestic 
deficits among the quota countries while reducing 
the estimate of domestic requirements to 11. 8 
million tons. This option was not taken because: 

a. There is some question.bout the legality of 
this option since the estimate of domestic 
requirements can be adjusted only to the 
extent necessary to attain the price objective 
of the Act. (The price objective is $12. 40 
per cwt. compared to the present price of $34.) 

b. The U. S. is cut off from additional sugar supplies 
from non-quota countries should they become 
available. Moreover, countries with additional 
supplies but no balances on their quotas would 
be unable to ship these additional amounts to the 
U. S. market. 
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c. It would be difficult to explain to the public 
why the estimates requirement and foreign 
quotas are being reduced when sugar prices 
have skyrocketed and more sugar is desired. 



7 , 1 • 

.7 5. 1 



-------

- . 



reaeou 

•• 

c. 

• If 
hlte 

•• l I, !S mllUea tolUI l• ro 
need•• that l allow• ,H to 

d It b avallable. 

If ...... 
• 

u t 

It 



... . 

• 

• 

--

-· 

.. 



. -

NROSS/pt 10-2-M (•qar) • DC file 

cc1WH flle• 



Odokr 19'14 

RANDUM KEN L 

I NO ROSS 

C Bacyrollftd •· !!I•• 

Th u • . policy for the peat 40 r• laaa '-•• muketlal 
Umltatlon • • • r both domutlc rv-r.11.a'-&.&UM and forelp 

• of control wu 
to r..-iat• prf.cN ftrinl era of 
A• foUowlaa table ahowa, laowe.u • world 

c Ill the laat to.r .,... •• 

CoMmnptloa 

lnltlal atock• •• 
percentaa• of 

72,290 7 . 105 

co ., 
• 

Tl,099 81,061 

Tbe reault baa~ a ri•• lD .... z r u. raw au1ar 
'Pl'lc•• are c:urr 1 $34 per cwt., lac•eaa• of 212 re o 
a y•r aao. The $U rl repr••••• aa a r lncreaae ll'Om a 



• 2 -

price bJ c v the •-I' Act l• $11, 40 
cwt.. • the U. ... ha• beea on a world market ba9l• 

•IAc• Ja ... ry. Price• la 1:toth U. aad world mal'keu haYe v 
totedael' la r••po••• t t11ht world R11ctaatlq 
y above aad '-•low each other for brief la 

o ep.cial coadltloaa. 

n n , with the cbaDI• In tbe 1 -..ar I l , there 
were a mamber of •coaomlc lore•• at whleh aleo coatl'lkted 

the •a.rp rtae• ta a-,ar. the•• were the 
cn•t•, world•wt•• • laflatton. tt111t molYJ, 
and the •••IY cri•l•. TIM fller•y cl'lll• had a ct 
on aqu It j the coat of - 1 

well•• la••• amo-.nt• dollar• n otber c:vreac:l•• la the hand• 
of co.-ntrl•• which hotaalat ••• .. ••lYely, addl• to the rl•• 
la 

attract the •us•r to th• U. , Amerlcau bad btd 11p 
• to tho•• whtcla other r• woud pay. While thle 

had th• undeeirable effect of laereaab11 r , tt did ••cur• the 
•qar thl1 _ _ - r In Great wllere tradltloaal 
•.,,U••• ........ on coDtract• rather thaa accept low co th 
••a•r aareem..a r , there baYe •IIOn&I"• 

Wblle •••r I• ln ttabt it l• laelle'NCI that thue 
la eaoqh 1-,a• aY&Uabl• (l. •• , not .,.,..._.,... ) to f\llfW 
U. . q bave ••1•r 

. at tlMtr Pul rate while other• u-e holdlaa back on 

co-.ul•• will DOt able to fill pr••- while otber 
baYe aYallable la exc••• of tlaelr ••••• 

leYel ro lo• 
althouah atocka hand• dietrlbator• are c 
at lo than •••ir-4 l l • of raw avatlal>le 
U. ..... reflaer• Uk.wt•• appeal' to be tt,ld even tbo .. b tb• bar.eat 
ha• be- for •ua•r la lou.tllern f. .., ...... u,... • lome 
relief cu be i from th• •tart of tbe u and our 
own l,eet han..t la th• tall a• well •• tbe U. •. contlnelltal cane 
crop• la October and Novembel'. 



• 

•• 

•• tou 
that 
le. 



• 4. 

TIie 7 • 000 toa ••-•• la fottelp .-,ta• 
co.W be tlleUllleloalq to eotantrt .. that 
caanot t.lfW thetr t . 

c. 1 . 5 million ton• eacHCla the ••tlmat• 

•• 

•• 

of u. Deed• of 1 I. 8 mtlllon tho• 
.1..14-La.ua. an --e••Nrily hlch level r 

•dmatN 
tone • 

• 
COJlOD~lC eme•1•acy 

to n1••• There l• no aatloaal 

mUU09tou. 

•• There l• some 

• 
inc• t 
• can 



• I• 

•• It wo.W be clUtlcult to to tile ,-ltltc 
wily tile eettmat•• r ement and 

aeareNaa, -•r 
llave 81tpoelt..a and more n.pr l• 4Htre4. 

NROSS/pt 10-2-!M (sugar) & DC file 

cc:WH files 



TSC SUGAR TASK FORCE REPORT 

I. PROBLEM 

Draft 
10/16/74 

Upon expiration of th_e Sugar Act on December 31, the 

duties on sugar entering the -United States will rise to the 

Column 2 rate. and quotas will no longer be in force unless 

the President proclaims different treatment for imports. 

Uncertainty in the trade regarding what action the President 

may take is making it difficult for the domestic industry 

to plan ahead and has an unsettling effect on the market. 

Refiners have expressed particular concern at ~he opening of 

the U.S. market to refined sugar. The TSC has been asked to 

analyze the impact of expiration of.the Sugar Act and to 

evaluate the various tariff and quota options opefi to the 

President. 

II. RECOMMENDATIONS 
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III. BACKGROUND 

A. The U.S. Sugar Industry 

U.S. sugar supplies currently come from about 31 percent 

domestic sugar beets, 23 percent domestic cane, and 46 percent 

foreign cane. In the 1973-74 crop year domestic production 

totaled slightly over 5.9 million short tons (ST) and was 

comprised of mainland beet sugar (3.2 million ST), mainland 

cane sugar (1.38 million ST), Texas cane (38,000 ST), Hawaiian 

cane (1.04 million ST), and Puerto Rican cane (390,000 ST). 

In the 1974-75 year, total domestic production is expected to 

increase to 6.0 million ST, with increased cane sugar production 

in all areas offsetting an expected decrease in beet sugar 

production to 2.95 million ST. At farm value, the sugar crop in 

1972, when prices were far below present levels, ~as over ,soo 
million. Investment in the industry amounted to $623 million in 

farms, $549 million in beet factories and $469 million 

in refineries, a total of over $1.6 billion. 

1. Beet Sugar 

Sugar beets are an annual crop but cann~t generally be 

grow~ successfully -on the same land two years in succession so 

that most beet farms are diversified operations. Since beets 

require relatively heavy investment in specialized machinery 

and have consistently been a dependable c~sh crop, growers have 

tended to maintain production even when prices for other crops 

were _higher. Under current conditions, however, a substantial 

shift to alternative crops is expected. Sugarbeets are produced 

in 24 states, the most important of which are California, 
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Idaho, Colorado, Minnesota, North Dakota, Michigan, Nebraska, 

Montana, Wyoming, and Washington. In 1973 sugarbeets were grown 

on 11,141 farms, employing some 49,000 workers and harvesting 

some 1,215,000 acres. The number of producing farms in the 

beet area has steadily declined in the past 40 years, from an 

average of 53,700 farms in 1937-39 and 18,590 farms in 1967-69. 

However, a fourfold increase in production per farm has increased 

domestic beet sugar production well above the 1937-39 average 

of -1.65 million ST. Refined sugar from beets is processed in 

a single operation and there are about 5? beet sugar factories 

located in the beet growing regions. The by-products of the 

refining process, beet molasses and ·beet pulp, have several 

uses, including cattle feed and the manufacture of yeast, 

citric acid, pharmaceuticals, and MSG. 

2. Cane Sugar 
Mainland 
l\~·ugarcane is grown in a number of Southeastern and • 

South Central states, but only Louisiana, Florida and (to a 

small degree) Texas produce cane for the manufacture of sugar. 

The small quantity of cane grown in the other states is used 

to make sugarcane syrup. Sugarcane is also grown for sugar on 

the four largest islands. of Hawaii and along the four coasts 

of Puerto Rico. 

Sugarcane was grown on 4,865 farms in the 5 sugar producing 

areas in 1973: Louisiana - 1,290; Florida - 136; Texas - 92; 

Hawaii - 393; and Puerto Rico - 2,954. Acreage harvested was 

as follows: Louisiana - 318,907; Florida - 265,129; Texas -

15,098; Hawaii - 108,189; and Puerto Rico - 132,077. As with 
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beet sugar, there has been a considerable decline in farm 

nwnbers in the past 40 years,· from the average of 10,568 farms 

in 1937-39 through an average 2,084 farms in 1967-69. Total 

mainland production has increased, however, due to a twelve-fold 

increase in production per farm. Hawai1{1 production has remained 

relatively static (960,000 ST in 1937-39), although the nwnber 

of farms has increased substantially from the 1937-39 average 

of 48. Puerto Rican production has declined in this period, 

from the 1937-39 average of 982,000 ST, and the nwnber of 

Puerto Rican cane farms has declined (from 10,750 farms in 

1937-39) as considerable sugar land has been absorbed by other 

commercial users. 

Sugarcane is a perennial and one planting can be harvested 

for several· years. Thus, good stands tend to be ~arvested as 

long as they are productive because fixed costs have already 

been invested. Moreover, in the principal cane areas, a shi£t 

to alternative crops would be more difficult than in the case 

of cane. Another factor which operates against such shifts is 

the large portion of the crop, ranging from 46 percent in 
, 

Louisiana to over 90 percent in Hawaii, grown by the owners of 

processing mills and .is thus kept in production unless the 

combined growing and processing operation becomes unprofitable. 

Most sugar from cane goes through two stages of processing 

in order to manufacture the commonly-used cane sugar. The first 

process, that of extracting, boiling and otherwise processing 

the cane juice, occurs in the producing areas in raw cane sugar 
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mills. There are 39 such mills in 

Louisiana and 7 in Florida. Products obtained in the first 

process are raw sugar (about 98 percent pure) and by-products 

such as blackstrap molasses and bagasse.~he second stage 

of processing, at sugar refinineries, results in refined sugars 

tailored to the varying customer needs, syrups, and blackstrap 

molasses. A few refineries are located in producing areas --

6 in Louisiana, 3 in Florida and 1 in Texas 

and some are located at interior points of consumption. Most of 

the cane sugar brought in bulk cargo ships to the mainland from 

offshore areas, .both foreign and domestip, is in the raw form 

and is processed in refineries generally located in large port 

cities. 
3. 
4. 

Employment - See Section III F 4. 
Prices 

Under the Sugar Act US prices for unrefined sugar have 

generally been higher and more stable than those on the world 

free-market, with the difference between the two prices, known 

as the quota premium (see Table / ). The existence of this 

price differential has, of course, represented a substantial 

transfer of income from US consumers to both domestic and 

foreign sugar producers. 1/ At the retail level, prices paid 

by US consumers have been fairly close to the average for countries 

1/ Th'e cost of the quota premium to US consumers is difficult 

to estimate since in the absence of quotas, the US price would 

have been lower and the world price higher in most years. One 

authority estimates that the long run annual cost, based on US 
prices and consumption levels in 1972, ranges from $570 million at 
a quota premium of 2.5 cents to $342 million at a quota premium of 

. 1.5 cents. .,.. 
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TABLE I 

Raw Cane Sugar Spot Price, 1961-74 

Year/ 
Month 

1961 
1962 
1963 
1963 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 

1973 
September 
October 
November 
December 

1974 
January 
February 
March 
April 
May 
June 
July 
August 
S~ptember 

12-month average, 
9/73-8/74 

Monthly Average 

Domestic Sugar 
at NY duty paid.!/ 

World 
Sugar Y 

Cents per pound 

.6. 30 
6.45 
8.18 
6.90 
6.75 
6.99 
7.28 
7.52 
7.75 
8.07 
8.52 
9.09 

10.29 

10.97 
11.15 
11;10 
11.34 

12.63 
17.09 
18.11 
19.25 
23.05 
26.30 
28.35 
32.60 
33.75 

18.50 

2.91 
2.98 
8.50 
5.87 
2 .12 
1.86 
1.99 
1.98 
3.37 
3.75 
4.52 
7.43 
9.61 

9.01 
9.56 

10.14 
11.83 

15.32 
21.28 
21.27 
21.77 
23.65 
.23. 67 
25.40 
31.45 
36.50 

18.70 
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!/ 1961-66 are spot prices for sugar in bulk under 
Contract No. 7, which beginning November 21, 1966 was 
replaced by Contract No. 10. The terms of these 
contracts are duty paid or duty free, full duty rate 
.625 cent per pound. 

Y Prices for 1961-70 are . spot pri•ces under No. 8 
Contract, bagged sugar f.o.b. and stowed at Greater 
Caribbean- ports (including Brazil). Beginning January 
1971 spot pr'ice under No. 11 Contract, bulk sugar f.o.b. 
and stowed at Greater Caribbean ports (including Brazil). 
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that are net importers.' Among the factors affecting future 

sugar prices will be growing competition from other products 

(e.g. from corn) which now account for about 20 percent of 

the domestic market for sweeteners. 

J. Income 

Growers' gross income per ton of sugarbeets or sugarcane 

has increased substantially since the sugar program began in 

1934. This is due in part to the addition of the Sugar Act 

payment and in large part to the generally higher price level, 

but to some extent also reflects an increase in the growers' 

share of sugar market returns. Gross returns to growers per ton 

of sugarbeets or sugarcane are dependent upon sugar prices, the 

quality of their beets or cane, and Sugar Act payments. Molasses 

prices also have a bearing and in some cases, beet pulp prices. 1/ 
,., 

Note - material to be added on processers and refiners income. 

1/ For more basic data on the U.S. sugar industry, see 

The United States Sugar Program, December 31, 1970, G.P.O. 
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B. U.S. Exports and Imports 

The United States is the world's largest importer of 

sugar and in recent years about 46 percent of domestic 

consumption has been supplied from abroad~ By quantity, 

imports last year were 5.3 million short tons raw value, very 

largely in unrefined form. Although the Philippines are by 

far the largest single source, Latin American suppliers 

(notably Dominican Republic, Brazil, Mexico and Peru) account 

for about 60 percent of the imports. See Table 2 . 

In terms of value, U.S. imports rose sharply in 1973 

to $918 million, in considerable part due to higher prices, 

which have continued to rise and in the first half of 1974 

sugar entries were valued at $724 million. On a per pound 

basis, the 1974 value was double the 1968-70 average and 50 

percent above 1973 . 

. u.s. exports have been negligible. In the first half 

of 1974, however, exports of domestic sugar rose to over 

26,000 tons valued at $7.6 million, including increased 

deliveries of refined sugar· to Canada. See Table 3. 



Table 2.--Sugar: charges against adjusted quotas, by supplying areas, _1964-73 

Supplying area 
. ... 
. • 

1964 
. . - .... 
: 1965 
• • · 

. . 1966 
. . . . . . . . 
.. . 1967 . : 1968 • 

• . 1969 . ... . • 
: ' Iri,~~ho.us~-- ;o1 ihort' to~~-~- -ra~ vaiue 

: 
1971 -: 1972 1§13 

. . : 

'. . . . :_ . ..;,. ____ ...... __:._..;:..~~---.;..:.."""':"....;....;,_.,.:_-:-.;_, __ -:-___ -:.-----=-:-----;-.----,----;-
Domestic: : . • ·: · t,-- :· .. _ : : : • • • 

Beet~----~-,----: 2,699 : 3,0:25 -3,025.: 2,824 3,095 3,216 : 3,577 3,438 3,511 3,512. 
Mainland cane 1/-----: 911 : 1,100 :; 1,100 : 1,169.: 1,204 : 1,169 : 1,308 1,255 1,630 1,613 
Hawaii-------------: 1,110 .: 1,137 :. 1,200 : 1,253 : 1,192 : 1,160 : 1,145 1,087 :' 1,113 : i,142 
Puerto liC'o-------..:..: 792: ~30: 712 : 705: 504: 341 352 143 148: 76 

Vir~!:a~~~~~~~:::::::::-s-, .... s~½m3-. ;-6.,,...,.....,Q,...,,9-=-!-::;c __ 6...;.,-04_.;;;;.~--. s, 9Si . ~-5-,-_ 9_9_5_· ~-s.,,..,'""'8_8_6_: 6,382 -~ s I 9i3 ,;-·-6 ___ 4_0_2_~ 6 ,3·,} 
i : : : 

Foreign: 
Western Hemisphere: 

. . 
Brazil--------------: . 182: 
Dominican Republic--: 398 
Mexico-------------: 480: 
P.eru---------------: . 233: 
West Indies--------: 142 
Other----------: 330 ____ ;...;;...._ 

Total~---------: 1 1 765·: 

Eastern Hemisphere: 

. . 
269: 
469 
·475 : 
293 
148 
427 : 

2,081 

. . 

. . 
478: 
603 
489 
381: 

-177 
515: 

2_,643 

513: 
618 
524 
409 
184: 
563: 

2,811 

620 : 640 
707 693 
634 655 
493 : 300 
218 227 
654 : 704 ----3,326 3,219 

638: 
678 
653 
456 
217: 
697 

3,339 

605 635 657 
656 737 741 
6i8 : 651 : 637 
482 447 407 
209 177 41 
671 770 : 713 

3,241 .-. -3-,...;.4_1_7_: :_3 ,196 

Philippine Republic-: 1,220 1,:178 : 1,187 1,123 1,125 1,125 1,299 1,592 1,432 1,454 
Australia----------: 216: 200: 188 191: 203: 193: 206: 205 211 269.: 
Republic pf China---: 81: 72 78 79 85 80 86 85 88 88 
India--7-----------: 111 1104 : 73 76 . 81 77 82 81 84 81 
South Africa-------: 120: 104 55 56 60: 57 60 60 60: 75 
Other---~-------- : ____ 7.....,8 ___ .. ~8..;.6 ___ _.:;9_;;;;1 ___ __,;,9..;..7 ___ __,;;8...:..7_ ----'-9_9 ____ 1_0_6 ____ 1_0_6_ 145 17n 

a'otal~------: 1,826 1;744 1,672 : 1,622 .: 1,641 1,631 1,839 : 2,129 - 2,020- ·: .. 137 
Total For~~gn-----: 3,591 3 2825 4,315 4,433.: 4,967 4,850 5,178 5,370 . 5,437 • :· ,3T3 

Grand Total_;~----:--: 9,119 . : 9,921 10,357 10~384 10,962 10,736 ll·;:560-: 11,293 ·: 11,839 :11, 76 

'f.:1(.~i•~·and. l'lori~ : ; : : : .. ,. : ·--... : """:-~-=~: ~- ~·::.1:J •• = ~ •.~r-

Source: Compiled from official·statistice of the U.S. Departmen~ of Agriculture; 

I I-' 
0 
I 
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Table 3 

Exports (domestic merchandise) of Sugar, Beet and Cane, 
Raw or Refined 

Quantity Value 
(000 lbs.) ($000) 

1968 2,640 293 
1969 1,935 269 
1970 2,934 329 
1971 963 137 
1972 1,556 261 
1973 7,981 890 
January-June 1974 52,298 7,605 



C. Sugar Tariff Background 

1. Rates of Duty 
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Under the Tariff Schedules of the United States {TSUS), 

the Column 1 rate of duty on crystalline sugar (item 155.20) 

is derived from the rate -granted as a concession under the 

General Agreement on Tariffs and Trade {GATT) at Torquay, 

England, effective June 6, 1951, with respect to paragraph 

501 of the previous tariff schedules. The Column 2 rate of 

duty on the same item is derived from the rate of duty estab-

lished by Presidential Proclamation No. 2085 under Section 

336, Tariff Act.of 1930, effective June ·a, 1934. The 

Column 1 and Column 2 rates of duty on liquid sugar and sugar 

sirups {item 155.30) reflect increases in duty with respect to 

paragraph 502 of the previous tariff schedules, as negotiated 

under the GATT in 1956 but not made fully effectiv~ until 

August 31, 1963 . 

. The TSUS provides rate formulas for raw and refined 

sugars {item 155.20) ~ased on sugar content as measured by 

sugar degrees determined by polariscopic test. While sugar 

degrees are not a perfect measure of sugar content, they are 

accurate enough that most sugar contracts are written giving 

prices based on sugar content so measured. The graduated 

taritf rates are based on the assumption that 106 pounds of 

96° raw sugar will yield 100 pounds of refined sugar {and 

the duties assessed on these amounts of raw and refined 

sugar would be equal). Operating at peak efficiency it is 

doubtful that our cane sugar refineries could obtain 100 

1/ Bound to the Dominican Republic and Peru 
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pounds of refined sugar f~om 106 pounds of raw sugar, and in 

actual practice it takes between 107 and 108 pounds of 96° 

raw sugar to obtain 100 pounds of refined sugar. Hence, the 

tariff on refined sugar is slightly lower than the tariff on 

the raw sugar required to· produce an equivalent amount of 

refined sugar. This is the reverse of the usual relationship 

between duties on processed products and raw materials, both 

in the TSUS and foreign tariffs,and most other countries 

have much higher duties on refined sugar that the U.S. 

Column 1 level. 

The tariff on liquid sugar and sirups of TSUS item 

155.30 is based on total sugars in the liquid solution as 

determined by chemical testing (a different method from 

polariscopic testing) and the measurement of sugar content 

will differ from that which would result from polariscopic 

testing. However, assuming all the liquid sugar of item 

155.20 is the result of melting refined sugar in water, this 

method of testing would result in duties equivalent to 

those applicable to refined sugar. The same slight tariff 

preference referred to above for refined sugar would also 

apply to the liqQid sugar and sirups of item 155.30. 

~able 4 shows the specific rates of duty for 

crystalline sugar under Column 1, Column 2, and 50 percent 

above Column 2 rate formulas. At recent domestic prices of 

34 cents per pound for 96° raw sugar and 41 cents per pound 
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for refined sugar the ad valorem equivalent of the Column 1 

duties is under 2 percent. At the Column 2 level the AVE 

for the raw sugar is 5.5 percent· and for refined 4.8 percent. 

As with any other specific duties applicable to products 

for which the price has risen sharply, the level of protec-

tion on sugar is currently far below that of previous years. 



Column 1 rate 
Ad valorem equivalentl/ 

\ 

Column 2 rate 
Ad valorem equivalentl/ 

50% above Column 2 raf7 Ad valorem equivalent-

Difference between Column 1 
rate and Column 2 rate 

Difference between Column l 
rate and 50% above 
Column 2 rate 

Table 4 

u:s. Rates of Duty on Sugar Imports 

Sugar testing by polariscopic test: 
75° 

100° 99° 98° 97° 96° or below 
-----------------------~------(cents per pound)--------------------------------

0.6625 0.653125 0.64375 o. 634375 0.625 0.428125 
(1.61%) (1.83%) 

1. 9875 1.959375- 1. 93125 1. 903125 1. 875 1.284375 
(4.85% (5~51%) 

2.98125 2.9390625 2.896875 2.8546875 2.8125 1. 9265625 
(7.27%) (8.27%) 

1. 325 1. 30625 1.2875 1.26875 1.25 0.85625 

2.31875 2.2859375 . 2.253125 2.2203125 2.1875 1.4984375 

1/ Ad valorem equivalent based on recent domestic sugar prices -- 34¢/lb. for raw sugar 
- and 41¢/lb. for refined sugar. • 

I .... 
V1 
I 
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2. Foreign Quotas 

Sugar imports for human consumption _under items 155.20 

and 155.30 have been subject to quota since 1934. Most 

imports under quota came from Cuba until February 7, 1962, 

when trade with Cuba was prohibited. Since then, the Cuban 

quota has been withheld and is temporarily prorated among 

foreign suppliers. In the Sugar Act, Congress provided for 

the allocation of quotas and for prorating of deficits in 

quotas among quota countries on the basis of complex 

formulas administered by the Secretary of Agriculture. The . 
base for quota determination is the total domestic consump-

tion requirement for sugar that the .Secretary determines is 

appropriate to meet a price objective,also determ~ped by 

formula. The quotas and prorations for U.S. foreign 

suppliers as of September 25, 1974· were: . . 
Philippines 1,743,258 Haiti 11,285 
Dominican Republic 934,726 Honduras 6,091 
Mexico ·769,165 Bolivia 15,446 
Brazil 922,593 Paraguay 8,833 
Peru 521,235 Australia 236,482 
West Indies 302,543 Republic of China 98,456 
Argentina 112,592 India 94,687 
Ecuador 96,754 South Africa 66,893 
Costa Rica 109,622 Fiji Islands 51,820 
Colombia 132,081 Mauritius 47,485 
Panama 78,962 Swaziland 40,707 
Nicaragua 77,651 Thailand 27,291 
Venezuela 0 Malawi 17,429 
Guatemala 98,652 Malagasy Republic 14,132 
El Salvador 71,897 . Ireland 1,107 
Belize(Br. Hand.) 55,792 

Total Foreign 6,765,667 
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The above country quotas apply almost entirely to sugar 

in raw form,and sugar for direct consumption is virtually 

embargoed. The three minor exceptions, totalling less than 

65,000 short tons, raw equivalent, apply to the quotas of only 

three countries, Philippines 59,920 tons, Ireland 3,817 short 

tons, and Panama 1,107 short tons. 
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D. Legal Authority of the President 

Termination of the Sugar A~t on December 31, 1974, will 

have three principal legal effects: (1) the duty rates for 

sugar entering under TSUS 155.20 and 155.30 will revert from 
• 1/ 

the column 1 rates to the column 2 rates; approximately a 

threefold . increase; (2) the virtual prohibition against 

refined sugar imports and the quotas for raw cane sugar imports 

provided in title II of the Sugar Act will terminate; and (3) 
2/ 

the provisions of headnote 2 to the tariff schedules for sugar-

(hereinafter, "headnote 2"), which authorizes the President to 

proclaim duty rates and to set quotas for sugar, become appl~c-

able and enable the President to prevent or moQify the effects 

of (1) and (2) above. 

1 . Rates of Duty 

Headnote 2 provides, in part, that upon'i:errni~ation 

of the Sugar Act: 

.. " .. if the President finds that a particular 
rate not lower than such January 1, 1968, rate, 
limited by a particular quota, may be established 
for any articles provided for in item 155.20 or 
155.30, which will give due consideration to the 
interests in the United States sugar market of 
domestic producer~ and materially affected con-

l/ f. . 
Headnote~to the tariff schedule for sugar states in part 
that "the rates in column numbered 1. .. shall be effective 

• only· durfng such time as ... the Sugar Act ... is in ef feet ... ". 

2/ 
"°'."Tariff Schedules of the Unj_ted States Annotated, Schedule 1, 

Part 10, Subpart A. Subpart l0A is classified to· 19 u.s.c. 
~1202 (supp. 1974, separate pamphlet). 
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tracting parties to the General Agreement on 
Tariffs and Trade, he shall proclaim such partic-
ular rate and such quota limitation, to be effec-
tive not later than the 90th day following the 
termination of the effectiveness of such legisla-
tion. 11 Y 

The President's authority to proclaim rates and quotas · 

under headnote 2 is reinforced by his authority under section 

20l(a) (2) of the Trade Expansion Act of 1962, to 

"proclaim such modification or continuance of any 
existing duty or other import restriction, such 
continuance of existing duty-free or excise treat-
ment, or such additionai import restrictions as 
he determines to be required or appropriate to 
carry out any such trade agreement." 

This authority remains in force, and would not be · superseded 
4/ 

by the Trade Reform.Act of 1973, as passed by the House.-

Headnote 2 fixes the column 1 rate as the floor below 

which the President cannot reduce the rat~ of duty for sugar. 

The ceiling, whi'ch is not expressly· established by the head:. ,;, 
note, is derived from the st~tuto~y limitation (in TEA se~tion 

201(b) (2)) on authority delegated to the President to increase 

any rate of _duty to a·level not more than 50 percent above 

3/ 
-The full headnote first appeared in the 1951· Torquay Protocol 

to the GATT (TIAS .2420). It subsequently was contained in 
the -1967 Geneva Protocol to the GATT, with the footnote "This 
note is not in the Tariff Schedules of the United States on 
June 30, 1967". Thereafter, it was added to the Tariff 
Schedules of the United States by Presidential . Proclamation 
No. ~822 (Dec. 16, 1967), which implemented the Kennedy Round 
concessions. This proclamation was made pursuant to section 
20l(a) (2) of the Trade Expansion Act of 1962, 19 u.s.c. 1821 
(a)(2). 

4/ 
-See H.R. 10710, section 602. 
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the rate existing on July 1, 1934. Since the present column 2 

rate was in effect on July 1, 1934, the ceiling on the Presi-

dent's authority under headnote 2 is SU percent above the 

column 2 rate. 

A proclamation under headnote 2 may be made prior to ~he 

termination of the Sugar Act. s 11c.li . AnyAprocl~mation must become 

effectlve not later than the 90th day following the Act's term-

ination, i.e. by March 31, 1975. Any duty rate and quotas 

proclaimed under headnote 2 must "give due consideration to 

the interests in the United States sugar market of domestic 

producers and materially affected contracting parties to the -

GATT". The President may subsequently modify any action taken 

under headnote 2 if through changed cirCUJ\lStances a modifica-

tion is "requirecl or appropriate to . give effect to" the inter-

ests of domestic producers and affected GATT contracting 

parties. 

:The col.umn 1 rates are restored automatically if legis-

lation "substantially equivalent to "title II of the Sugar Act" 

is later enacted. 

2. Quotas 

a. Headnote 2 

Headnote 2 ·requires that duty rates and quotas be 

• proclaimed in conjunction. While the terms 11 particular rate" 

and "particular quota 11 are somewhat ambiguous, the headnote 

appears to permit the establishment of quotas on either -a 

global or a country-by-country basis. 



-'21-

Any rates and quotas proclaimed under headnote 2 must 

give "due consideration to the interests of. · .. materially 

affected contracting parties" to the GATT. _There is substan-

tial reason for believing that any reasonable quotas imposed 

under headnote 2 would not be successfully challenged under 

the GATT, because such quotas ·would be proclaimed pursuant 

to authority derived from a GATT agreement, and because their 

proclamation would continue a U.S. policy of some 40 years' 

standing. 

b. Section 22 of the Agriculture Adjustment Act 

A second potential source of authority for the impo-

sition of quotas on sugar is Section 22 of the·Agricultural 
5/ . 

Adjustment Act; which authorizes the President to impose 

quotas on imported articles provided that certain factual 
• -· conditions exist and speci~ied procedures are followed~ Those 

factual conditions, which relate generally to the interference 
. . 

by imports with domestic agricult'ural price support programs, 

do not exist currently ~ith respect to sugar (which is not 

subject to a price support program). Accordingly, while 

section 22 theoretically provides an alternative source of 

authority for the imposition of sugar quotas under the umbrella 
6/ 

of a GATT waiver; it .is of little immediate practic~l utility 

5/ 
.__7 U . S • C . 6 2 4 . 

6/ 
-The United States was granted a waiver for quotas·imposed 

under section 22 by a decision of the GATT Contracting 
Parties of March 5, 1955. BISD, 3rd Supplement, 1955, p. 141. 
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because of the time that would be necessary to establish a 

price support program for sugar and to find the requisite 

facts as to interference of imports with that program. 

Over the longer term, however, Sec. ··22 would enable the 

President to impose greater restrictions on sugar imports 

(by increasing duties up to 50 percent ad valorem and/or 

instituting or lowering quotas to a level not less than 50 

percent of the quantity imported in a previous representative 

period), in the event that the Secretary of Agriculture found 

it necessary to undertake price supports or other programs to 

_.assist sugar producers and that imports were entering under 

such conditions and in such quantities as to render or tend 

to render such programs ineffective. 

3. Safeguards 
-· 

O t!. If, in the futur~, the sugar industry individual 

firms or groups of workers in the industry, is seriously 

inju~ed or threatened with such injury from increased imports, 

then the escape clause and adjut,tment assistance provisions 
. 

of the Trade Expansion Act (Title III), which would be super-
7/ 

seded ?Y those of the Trade Reform Act (Title II); contain 

7/ 
-The TEA escape clause and adjustment assistance provisions 
require that the injury or threat thereof result "in major 

-part" from a concession granted under a trade agreement, and 
·that increases in imports constitute a "major" cause of the 
injury or threat. The TRA provisions would not require the 
causal link between an injury or threat and a trade agreement, 
and would only require that increases in imports constitute a 
"substantial cause" of injury for escape clause actions, or 
"contribute importantly" to the. injury or threat thereof for . 
adjustment assistance determinations. 
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authority for the President to proclaim remedies in the form 

of tariff increases, quotas, and adjustment assistance. 

3. Summary 

The President may proclaim a ·<luty on sugar which is 

no lower than the current column 1 rate and no higher than 50 

percent above current column 2 rate. A quota system must be 

proclaimed at the same time. This proclamation may be made 

at any time before March 31, 1975, but must become effective 

between January 1 and March 31, 1975. The proclamation may 

be modified subsequently,· if a modification is warranted by 

.• changed circumstances. 

If any tariff rates and quotas put into effect after 

December 31 were to allow an influx ?f disruptive or injurious 

sugar imports, the President would have authority to proclaim 
-;, 

remedies which could inclu&e in~reased protection and adjust-

ment assistance. 



-24-

E. World Sugar Situation and Outlook 

The world sugar supply situation is currently tight, and is 

likely to remain so for several more years. Although production 

exceeded consumption in 1973/74 and is likely to do so again 

for 1974/75, carryover stocks are still at relatively low levels. 

For the 1974/75 crop year world production is expected to be 

about 83 million metric tons, raw value. Consumption requirements 

will probably be about 1.5 million tons lower. 

Less than 30 percent of world sugar production moves in 

international trade and since about half of such trade is 

• conducted under preferential arrangements, the amo~nt sold on 

the world free-market has been fairly small - not much over 

10 million tons. In this thin, residual market, prices have 

been subject to frequent and wide fluctuations. 

Sugar prices have recently been at record levels. The all 
October 9, 1974 

time peaks were reachedAwhen world . sugar sold at 37.50 cents 

per pound and the New York duty paid price was 35.75 cents. 

my contrast, the world price averaged 9.61 cents for 1973 while 
. 

the U.S. averagewas 10.29 cents. Generally, there would have 

to be.a reduction of about 1.5 cents per pound from the New York 

duty paid price to make it comparable with the world price. 

Several factors in addition to supply-demand probably 

contributed to the price run-up in 1974. Among these were (1) 

the energy crisis, (2) heavy buying by Middle-East countries, 

(3) the fact that early in 1974 it became known th~t Canada 

and Japan had not covered their requirements for the first six 

months of the year, and (4)• uncertainty as to U.S. sugar policy. 
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prices 
Increased energy/\increased the cost of sugar production and 

shipment and also put large amounts of dollars and other 

currencies in the hands of Arab countries which entered the 

market aggressively; i.e., purchasing quantities that they 

normally would buy over a longer period and paying higher 

prices. 

Some of the pressures listed above should be abating in 

the near future. Relief from the current high prices can also 

be anticipated as European and U.S. beet .harvests this fall as well 

as · u.s. continental cane and crops in· many Lating American 

countries will bring sugar on the market shortly. Consumer 

resistance to high sugar prices has -developed in recent weeks in 

the United States. Corn sweetner substitutes for sugar·are rapidly 

gaining favor and are likely to displace more sugar in the 

futur.e. Thus, U.S. consumption in 1975 is likely to be somewhat 

lower than during 1974. This lower demand and higher than usual 

stocks in the hands of industrial users makes it likely that< 

domestic prices will drop back moderately next year. Nevertheless, 
for the next 12 to 18 months, 

most authorities believe that/sugar prices, both domestic and 

on the world market, will remain well above the 1973 level. 

Most projections indicate a delicate balance between total 

world production and consumption for the rest of the decade. 
UN Food and Agriculture 

TheAOrganization projects world demand to increase at a rate of 

2.8 percent per year from 1970 to 1980, with growth heavily 
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concentrated in developing countries. This would bring 

consumption to 102.7 million short tons, while production 

is estimated at 102.4 million tons. 

World sugar milling capacity now amounts to about 100 million 

short tons. Projected mill capacity for 1979-80 is very close 

to projected production, but this is on an optimum basis and does 

not allow for work stoppages, etc. Increased interest in building 

new mills has been spurred by recent high sugar prices. Such 

· -plans would increase capacity by only about 3 million tons, however, · 

and additional expansion is needed to keep pace with requirements 
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F. Impact of the'Tariff Snap-back and Elimination of Quotas on Domestic 
Interests 

1. Effect on U.S. Sugar Growers and Processors 

If the duty on imported refined sugar reverts to the column 2 

level of 1.9875 cents per pound, the domestic price of sugar would rise 

by at least the amount of the tariff increase, or a minimum of 1.325 

• cents per pound. Returns to domestic growers and processors would be 

correspondingly increased. Taking into account the traditional division 

of returns (60 percent to growers and 40 percent to processors), the 

higher duty should result in increases to growers of 0.795 cents per 

pound or about 2 percent at present high prices and 0.530 cents or 

. about 1.5 percent to processors. 

In the short-run, with continued high world sukar prices, 

the column 2 rates of duty would still provide a relatively low level of 

ad valorem tariff protection and would not be a major factor in determing 
,., 

planting decisions for U.S. growers. Should prices decline in the 

long-run, however, the effective tariff protection would increase. 

For example, at a price of 20 cents per pound for raw sugar, the ad 
Col 2 

valorem equivalent of th7\duty would approach 10 percent and could 

thus have greater weight among the factors influencing the level of 

U.S. production. 

No precise estimate of the impact of quota elimination is 

possible. Experienced sugar authorities agree, however, that at the 

. Column 2 rates there would be little or no impact over the next 12-18 

months. Over the longer term, as the world supply situation eases and 

prices recede from the present record levels, some domestic a~justment 
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problems would arise for the smaller, less efficient growers. The 

magnitude of output affected, however, is not expected to exceed 

10-20 percent of domestic production. A shift to other field crops 

would be easier for beet growers than for cane growers, but in both 

cases tpe existence of substantial investment in specialized equipment 

would cause growers to defer large shifts out of sugar as long as prices 

remained above variable costs. Such decisions would, of course, be 

influenced by the level of prices for other crops, particul~rly in the 

case of beets where the farms are typically integrated enterprises 

wherein beets are rotated on a four year cycle with other crops and 

the annual plantings have historically varied with prices. In the 

case of cane, alterpative uses of the land in some producing areas are 

more limited and since cane is not planted annually, harvesting 

would in most cases continue over several years of low prices because 

of the capital already committed. 

2. Refiners 

A snap-back to the Column 2 rates on raw sugar would raise the 

costs of refiners' raw materials, which are about 80 percent of their 

costs, but since sugar demand is inelastic in the short run,this cost 

would be shifted to U.S. customers. In the lon9er run, however, 

the demand curve for refined sugar ¥ill exhibit some elasticity 

and the incidence of the duty will also fall on domestic refiners 

and foreign growers. However, as raw sugar supply conditions 

ease and the price declines, it is expected that the effect of 

the duty on returns to domestic refiners will not be significant. 
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With refineries operating at or near capacity· throughout 

the world and the short term supply situation expected to remain 

tight, the elimination of quota restrictions (particularly in 

combination with the higher tariff on refined sugar) would 

probably not generate any early or substantial increase in imports 

of sugar for direct consumption. This would not rule out sporadic 

disruption of local U.S. markets from occasional arrivals of 

foreign shiploads of refined sugar, but there is no reason to 

expect that such disruption would be sufficiently frequent or 

widespread to cause significant damage t~ the domestic refining 

industry at the levels of earnings that can be expected over 

the next few years. 

Domestic cane refiners make the point that since they have lived 

under Sugar Act controls for forty years, any decision to move 

toward a freer sugar economy should provide a period of time 

for orderly transition and adjustment to new ground rules; however, 

any determination of the length of time required would at this 

point be "premature". To the extent that the refiners' fears 

of "severe disruption" is based on an anticipated flood of low 

priced imports, the fears do not seem warranted. There is 

little or no existing, unutilized refining capacity and with 

demand expected to remain high, the short term threat appears 

negligible,if not non-existent. No plans for a major expansion 

?f foreign capacity are known to exist but even if ~R some such 

programs were to be undertaken, production would probably not 

begin for several years and, as previously noted, most of the 

output could be consumed locally. This set of circumstances appears 
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to provide a built-in transition period for adjustment, 

if any should be necessary. 

Such material as is available on the comparative costs 

of U.S. and foreign cane refineries suggests that fully allocated 

costs are about the same. Considering the greater costs of 

shipping refined as compared with raw sugar, problems of quality 

control in overseas shipments, the need to cater to local 

markets for over a hundred varieties of refined sugar,and 

protection afforded by the Col 2 duty, it would appear that 

domestic cane refiners should be able to hold their own 

agains~foreign competition. With regard to refined sugar from 

beets, the domestic interests involved have not expressed any 

concern over the expiration of the quotas on direct-consumption 

sugar. 

The above conclusions assume that domestic ref~neries have 

access to supplies of raw sugar on- about the same terms as 

foreign refiners. Should countries supplying a significant 

part of US imports of raw sugar undertake to shift their exports 

to refined sugar as part of their development efforts and to 

impose export taxes on raw sugar some adjustment problems could 

arise for US cane refiners. Domestic cane refiners point out 

that present US imports of raw sugar come mainly from countries 

that have state sugar monopolies or single seller arrangements. 

While such arrangements could provide some leverage over US 

purchasers under conditions of very tight supply, the threat 

to US refiners does not appear to be substantial. 
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3. Consumers 

a. Industrial 

If no action were taken under headnote 2, 

industrial users would be faced with a price rise for sugar. 

In the short run, the entire difference between the column· 1 

and column 2 rates of duty would be passed on but even in the 

longer run, the incidence of the tariff increase would fall partly 

on consumers as noted in the previous section. Hpwever, the 

largest problem that industrial consumers of sugar will have to 

cope with if the Sugar Act expires is price instability (although 

without question they have had some experience with this problem 

in 1974). Certain of the principal sugar users -- candy and 

soft drink manufacturers -- have a limited degree of flexibility 

with respect to changing prices in response to th~ir raw material 

cost changes, particularly for vending machine sales. (However, 

for candy and soft drinks using sweeteners other than sugar 

ther~ have been some large windfall gains this year due to increased 

prices across the whole line of products in response to increased 

sugar costs). 

• In the past quotas under the Sugar Act have tended to work 

as an inventory control device for the nation's supply of sugar. 

Without quotas, it is likely that industrial consumers would 

have to develop some inventory capacity for sugar. Curre~tly, there 

is little experience in the U.S. with sugar storage problems and 

such inventories would, of course, add to costs. 
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Chocolate manufacturers have long used the futures market 

for cocoa as a method of hedging against price risks and 

assuring adequate supplies of cocoa, and cocoa speculation 

has somestimes made substantial contributions to profits. They 

anticipate coping with sugar prices in much the same way. One 

of the chief complaints of industrial consumers is that the 

price stability achieved by the Sugar Act has been very effective 

in preventing price declines but not nearly as effective in 

preventing price increases. With the expiration of the Act, 

large industriai consumers will use sugar futures market hedging, 

inventory control, and long-term forward contracting of sugar 

supplies as a means of assuring supplies at reasonable prices. 

With regard to refined or liquid sugar imports, industrial 

consumers are inclined to oppose any import restrictions. 

However, they tend to be wary about the quality control for 

such.imports, since the quality of foreign sugar is generally 

lower and less uniform than that of the domestic product. 

Thus, industrial consumers will not quickly shift to refined 

or liquid sugar imports without assurances of dependable supply 

and quality even such sugar were to come on the market. 

b. Households 

The methods cited above that industrial users would 

employ to hedge against sugar price risks would tend to shift 

~he burden of coping with price instability onto household 

consumers. In the future, as the world supplies situation 

eases, household consumers would probably benefit from much 

cheaper prices for sug~r than under a Sugar Act regime. In 
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times of shortage, however, these consumers will bear a 

disproportionate share of higher sugar prices, since industrial 

users will have already assured their own supplies leaving less 

sugar (and higher cost sugar) for the smaller consumers. 

Currently there are scattered k~se household consumer 

boycotts against sugar (and some sugar containing products) and 

it is believed there would be loud consumer protest against any 

rise in the tariff on sugar. 

4. Ilnpa·ct ·o·n Laber 
a. Farm Workers: Sugar Beets and Sugar Cane 

o~e to increased mechanization of production, farm employment in the 

U.S. sugar industry has declined rapidly over the past two decades. 
. . 

The Qeak number of farm workers engaged in sugar production in the 

United States and Puerto Rico during the ~973 crop year was 101,300 

conpared with 334,000 workers in 1950. These figures include hired . . ,,, 

workers~ farm operators and unpaid fcWT1ily workers. With the expiration 

of the Sugar Act, this downward trend in the number of farm workers 

in the U.S. sugar industry ca~ be expected to accelerate~ sugar 

prices fall to more normal ·levels. However, the labor adjustment 

problems, resulting from this decline .in-employment, wi l 1 vary among 
l the sugar workers. 

--------i------------------~----The fol lowing table shows the number of farm workers 
involved in sugar production in the major domestic sugar pro-
ducing areas during 1973. 

Producing Area 

Sugar Cane 
Louisiana 
Florida 
Hm-1a ii 
Puerto Rico 

Sugar Beet 

Total 

Peak Number of Farm Workers- l 973 

17,000 
11,000 
5,300 

19,000 
49,000 

. 101,300 
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In general the shift of workers out of sugar beet production can be 

expected to be relatively easy. Sugar beet fanns are integrated 

enterprises wherein sugar beets are usually produced in a four-
. 

year rotation with other fie .Id crops. Thus, suitable alternatives 

exist for land used in sugar ' beet production. In the past, beet 

produ~tion and hence emplo)fflent, have been quite sensitive to 

changes in relative prices of agricultural commodities. In ad-

dition, farm employment in sugar beet production is subject to 

ex·tremely large seasonal variations. Many of the ·field workers move 

from crop to crop· and may be capable of finding alternative em-

ployment. Their employment alternatives are outside the sugar in· 

dustry and generally outside the localities where sugar beets are 

produced. 
,. 

Workers in the sugar cane areas may face more serious adjustment 

problems. This is parti~ularly true in ·the case of Louisiana where 

·most of the workers in the cane fields are non-migratory, even 

though they are employed for a short period of each year. The 

emplo)Tilent alternatives are also quite limited for field workers 

in Puerto Rico. In the case of Florida, the employment impact 

on U.S. workers would be small since many of the workers in the 

cane . fields are seasonal workers from the West Indies. Finally, 

sugar workers in Hawaii should not be significantly affected by the 

·. snap-back provisions since Hawaii is a relatively efficient pro-

ducing area, although a substantial° drop in sugar prices relative 
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to other agricultural crops may result in reduced cane acreage. 

b. Production Workers in Raw Cane Mills and 
Sugar Beet Processing Plants 

As of 1973 the peak number of production workers employed by raw 

cane mil Is and sugar beet processing plants,in the United States 

and Puerto Rico,was 18,200 and 22,500, respectively. In th7 long-

run the number of workers involved in sugar processing can be expec-

ted to dee llne as a resu It of the ·projected fa 11 In the product ion 

of sugar beets and sugar cane. These production workers .probably 

will experience some difficulty _in finding new· employment since 

they are not highly ski lied workers. 

c. Production Workers in Sugar Cane Refineries 

Employment in u.s~ sugar c.ane refineries, which consisted of 

12,100 production workers in 1973, is not expected to be affected 

significantly by the absence of a sugar program. According to an 

economic analysis of the United States ·cane refining industry pro·· 

duced under industry sponsorship, refining costs in the United States 

do not appear to be significant 1 y different from the fu 11 y _ a 11ocated 

costs of foreign refiners. Furthermore, taking into account the 

great.er cost of shipping refined as compared with raw sugar and the 

ability of refiners to cater to local markets for refined sugar, 

it ,~ould appear that United States cane refiners will continue 

to operate near present levels even if the virtual ban on refined 

··sugar imports is lifted. 
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d. Summary 

Only limited labor adjustment problems are expected to 

result from the elimination of sugar quotas. The shift of 

workers out of sugar beet production can be expected to be 

relati ve·ly easy. Employment in U. s. sugar cane refineries • 

is not expected to decline. The most serious unemployment 

problems are expected to exist for production workers in the 

raw cane and sugar beet processing plants and for farm workers 

in the sugar cane areas of Louisiana and Puerto Rico, although 

the number of workers affected will be small. 
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G. International Aspects. 

Sugar is produced throughout the world (see Appendix A) 

and is a major export earner for many developing countries. 

Of the 34 foreign countries now supplying the United States 

with sugar, all except Australia, South Africa, and Ireland 

are in general terms "developing." 

. Practically all of the foreign sugar suppliers desire a 

continuation of the U.S. sugar quota system. Furthermore, 

most desire a part of a sure U.S. market even in the absence 

of a price differential. Most of our fo"reign LDC sugar 

suppliers would have considerable long term difficulties in 

adjusting to competition in a free U.S. sugar market. Many 

of these are less efficient suppliers who have relatively 

few uses for the land and labor now devoted to sugar. 

Termination of the traditional U.S. system of country 

quotas could result in~ realignment of our foreign sugar 

supply sources. The extent of such realignment will depend 
is 

on whether the United StatesAexpected to remain on the free 

world market, the prices prevailing, and, most importantly, 

sugar suppliers' estimate of their own development goals and 

competing demands for their resources. In spite of the high 

prices now prevailing, countries without an assured increase 

in their markets (e.g. larger U.S. quotas) are not making the 

huge investment outlays necessary to expand production and 

thereby bring down prices. A few countries have stated they 
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will increase investment, but thus ~ar this action has not 

taken place. Moreover, for many developing countries 

projected increases in domestic demand could limit the amount 

of increased output available for export. 

At present prices, all supplying countries are making 

sizeable returns from their sugar sales. The principal 

question is what producers will do when prices fall. A major 

decline in prices on the U.S. market should cause a shake out 

of less efficient suppliers. 

The most efficient suppliers in the world are Australia, 

Brazil and South Africa. These suppliers can probably 

produce sugar at a profit with prices around 5-6 cents per 

pound. Some of our closer suppliers, while not as efficient 

as the above three, enjoy ~he advantage of short shipping 

distances, including Mexico, the Dominican Republic, 

Guatemala, Nicaragua and Costa Rica~ On the other hand, 

Haiti, Jamaica, Barbados, Trinidad and Tobago, and Guyana 

are such high cost produ~ers that geography does not make up 

for their inefficiency. With the exception of Haiti, however, 

these.Caribbean suppliers enjoy preferential access to the UK 

market and are likely to continue enjoying some form of 

preferential access to the UK market through an arrangement 

presently being negotiated with the EC. In addition, Haiti, 

Trinidad and Tobago, Barbados and Venezuela could eventually 

cease exporting in a few years as their domestic consumption 

outstrips production. Sine~ the three efficient producers 
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are unlikely to expand production fast enough to take over 

the entire market, some other countries, such as Panama, 

Colombia, Ecuador, Honduras, El Salvador and Peru will play 

a significant role for some years in the U.S. market. 

Argentina, Bolivia and Paraguay are high cost producers which 

are likely to have difficulty in competing in the U.S. market 

without a country quota. 

Non-Western Hemisphere suppliers are generally at a dis-

advantage geographically and therefore depend more heavily on 

our quota for acces~. They also tend to supply only a small 

portion of their production to the U.S. market. Malawi, the 

Malagasy Republic and Swaziland probably ~ave alternative 

markets in Afri~a, the Middle East and in the UK, as do 

Mauritius and India. Malawi and Swaziland appear to be quite 

efficient as sugar producers, while the Malagasy Republic and 

Mauritius are of doubtful efficiency. India is a special case. 

It can potentially consume all the sugar it produces; however, 

domestic consumption is restricted in order to earn foreign 
. 

exchange. Sales are made whenever possible. Consumption has 

been severely restricted this crop year in order to expand 

exports, which could become India's largest for~ign exchange 

earner. 

Thailand is rapidly increasing production at what appears 

to be low costs; however, distance from the U.S. market and 

natural markets closer at hand leave Thai interests in doubt. 

Both Thailand and Taiwan will probably continue to supply our 
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market for a time until ·Japanese and other Asian demand makes 

the transport differentiai to the United States the key 

element in marketing decisions. 

In a free market, Philippine actions are unclear. Japan 

is a natural market for Philippines sugar. Japanese interests 

are pressing for a larger supply of sugar from that source, 

in part to pay for new sugar mills being supplied by Japan. 

While not one of the more efficient producers, the Philippines 

is expanding capacity by the construction of five new sugar 

mills. 

A new factor in the sugar market is the Peoples Republic 

of China (PRC). Chinese consumptio~ is very low, but increasing. 

The PRC has recently concluded intergovernmental sugar deals 

with several countries, including Guyana, Jamaica,_,Brazil, 

Australia and Thailand. Increaseq purchases by the PRC can 

put further pressure on the market. 

Cuban production was 5.8 million tons in 1973/74 and is 

increasing. Cuba is committed to supply the USSR and Eastern 

Bloc with sugar in return for capital goods and in repayment 

for the massive Cuban debt with these countries. In calendar 

1973, Cuba supplied 1.9 million MTs to the free world market. 

The Tariff Snap Back 

Our foreign suppliers are concerned over the possibility 

of the tariff snap back. They view this action as an increased 

trade barrier putting them at a competitive disadvantage 
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against U.S. sugar growers. They also note that to the degree 

that the incidence of the increased tariff is on producers 

they will lose revenue needed for their development programs. 

The West Indians, Mexicans, Argentines, Swazis and the 

Malagasy Republic have all expressed informal concern over 

this possibility. 

The Snap Back and a U.S. Generalized System 
of Preferences (GSP) 

If sugar is included in the GSP scheme, our duties on 

sugar from eligible developing countries could be eliminated. 

In general, such a move would obtain a favorable foreign . 
relations response from suppliers. However, under the· 

competitive need formula some seriou? problems could be 

created by the fact that several countries supply us more ,,, . 
than $25 million each year and thereby would be excluded from 

"preferential treatment on their sugar. Brazil, the Dominican 

Republic, Mexico, Peru and the Philippines have for some 

years shipped over $25 million, and at present high price 

levels several others would be denied preferential entry . 



APPENDIX A 

CfNU!ruGaL SuGAO(Ali,I ¥All/El I PllOOUCTIOH IN s•EctrtED COUNTRIES • &Vl'.lt&G( 1964,•65/196~•69, ........ L 1969•10/1973-74 !/ 
(111 h<OUS&~OS o, ~n•1c TONS) 

HGIOH •ND cou,na, 

NORTM tll[Ati:u 

lV(UG( 
1964-6~/196/!~ 

8AKi,ia.s,. •••,, • •• •• • ••. • •• l Pl O O O 0 
8&AS.Oos.................. 176 i5B Ill ii] ii$ 1oz 
f(LTZE. ••••" • • .... , •• •, •• 5> 68 66 71 1;, 85 
~•N~o,.................... il~ tl• 97 ;,., l•6 111 
~OST& Ale& ... , ...... .,.... JZI 151 155 179 lh t9J 
cuaa.. ••• • • • • • •• • •• • • • • • • • s. t6J 11~51J 5,9l'- •:J~• §;2sa S,l!lon 
0O141NICA"'6 R[P.UBLtC,,,,, •• , 723 984 1,097 l;JJ9 1;143 1,225 
CL ~•L•oooo............... jj6 117 158 185 \!~ Zll 
c;uaD[LOUP[ •••••••• , ••••••• )S7 16r. 151 ~o Jll 125 
GU&T(MAU................. j59 ie5 zr,4 ZJ5 Zlo JZ\ 
HAIT!,,,,,,,,,,,,,,,,,, 57 611 65 64 65 67 
MONOU'IAS,,,,,,,, •,,,,,,,,, 45 SJ 61 62 54 7] 
J&M&JCt .. ••••••••• •••• ••••• 464 JT• 396 J84 :tli 383 

:::~~~~~~~:::::::::::::::: 2;3:~ 2;.:; ,;.~: ,;s~: ,;i~! z.e~~ 
trr1Jc,.cu.Gua ..... ,... ........ 100 i•1 110 166 1•2 l6~ 
P.&M&M.& • • • • • • •, • • • • • • • • • • • • 58 16 86 87 IJ 109 
$T. •tTTs., •••• •••••••"••• 38 Z7 15 Z6 Z4 Z4 
TRI~ltao-roe,Go ••• ,........ 2Ji 22" 211 232 jej 191 
us-co~Tt•,(NUL (BE!TI •••••• z;157 ,;,.. )~Oil 3;1e6 }~323 z.90] 
us-roNi1.,ENuuc•NE1...... 1,ii, 912 1iu1 ,,~Q4 Jt47o 1,nJ 
US•>d.W&tt................. 1,oq9 1,os. 1.167 1.015 l,02~ q9" 
us-PuE•To 111co............ 676 417 Z91 ZlO Zll zso 
US•YlRGlN IS-L.INOS. ••• ••., • 2 0 0 0 0 0 -------------------------------------to T, t................... i5,19c, 1_9•••1 11;120 i5~66l 11:;.,4 i1.5•9 ============================= SOUTH ••£AICU 
i'IGE~TJ~•••• •••• ,. •••••... t9i 97"' 9n8 991 i :294 i ,650 
BOLIVI&, •••••••••• .,....... 9':i lil __ 82 ii& t2J 185 
8Ailtll.................. ••• 4;356 •~593 s.ua 5;649 6;16~ 6,q1is 
C'IILE, •••••••• , •• , ••••••• , 1~5 191 Z06 173 167 10~ 
COLO~Bu •• ,., ....... , •••• , 553 70Z 688 790 815 832 
[C".100Q••••• •••• •••••••••• 191 209 227 250 250 245 
GllUNA. •••••"••• "••••••• JJn ]16 \75 319 Zl~ • 36~ 
PARAGUAY .. ••••••••••••••,•., •l 48 56 55 57 74 
P£~v. •• ..... ••• • • • • • •• • .... • 755 789 tnl 'll 92ft 941" 
$UQIN•~•••• .. ••••••••••"• 17 I~ 14 II IJ \Z 
U~UUUAY •• •, • • • ...... , • , •. •. 6Z 44 4. 58 ls lo 
VENEZUELA,.••,.•.•.•.• •• , •:_ ____ ....,.:3;.;7..;l ______ •.;;r:..4;_ ____ _;•..;•.::z _____ ..;S:..l:.;f;_ ____ __:S;.:,l.::3 ______ s::;2:.;I;_ ____ _ 

TOTAL,•,,,••••,•,•,,, .. • •=====7::•::·9:::0:::4====;:::::B:::,4:::1:::•=====9::;:::j:::1:::z====:::::9:::; 8:::5:Z====:::i::o:::::;.:6:i=====j:::I :::' 9:::4:6====== 
~£STERN EV110P( I 

lUSTAll,., ............. ,.. JnJ 311 JZ5 ?95 388 370 
l[LIIIU"•WUM80UAG,....... 514 687 6S9 841 68~ eo• 
O!)iMARK • • • •" • • • • • • • • • • •• • J4n 3~4 268 325 )42 40ft 
FJHt.&NO. ••••• ••••• •• ••• • • • St 54 60 . 6l IIJ 8'5 
r~.&NC[,...................... f~l28 2\698 t,696 lt29l, 2,980 3,

0

1
5
6
0
T. 

G(Rw.&HY1 W[ST•••••••••••••• 1,921 2e068 2,054 2,3,a.4 1',fJ~ 2 • 
GQE(CE •••• , ... , •••• ,...... 1"12. 146 187 154 161 J74 

:~t:~~::::::::::::::::::: d:~ iJ:! j.m d!! ,;m d~: 
:;!~~:~~~~lOQEs .. ;:·;:oEiA~;. '~: 1

:~ "i~ 1
:; ,,, 

SPA! .. ,.................... •i• '" Tll HI ffi .,. 
s•t~EN ••• •• .. •• ••• ... ••••• ,.. lef 119 Hf l1lf 11' 
S.~ITlEQLjNQ, . .. • • •• •••• •••• ta 61 IJt T• ., YI 
ll"tiEO KINGOO~ .... •• •••••::.•------.. =•:.... ____ _.•.:.J1.;... ____ ....: ... ;=.;;_ ___ ,_:.l;.:•.:,180::,. _____ -i96=3 ____ _.:1,2 0lo6:::;;::;.... ____ _ 

TnTAL •• •••• • ....... , •••••• 10;600 1o;u, 11,m u,210 u,e~ 
UST(III< (UAOP[ I 

&l8.INIA1••••• " '" •••~••••• 1~ \6 t1. IS 19 19 
,ULGlAU ••• , .......... ,. •• Z57 Zn4 221 ?49 l30 250 

'•• •••••• •••• 942 716 111 100 119 150 
GEA'~,1.~y, t.&ST .. ,,. •. •., .... , 650 522 '500 520 72n 150 
HUNG Uh.................... 46n 4S4 212 - .2~0 .,.lo4 JSft 
POLINO..................... 1,713 1;5z7 1:505 l,7lZ 1,819 t~eJ7 
!OMiNJa.... ............. •••• 433 •S• Jl!ll 445 S77 Sin 
'W'UGOSL&vt, ....................... ~·------4..;J:.b ______ 4_.4 _____ _;J:..;5_4 _____ _;4.::Z::.l ______ •:.:2..;7 ______ 4_7Z:._ ____ _ 

.;l96 4,021 •:342 .;,.,~ s;ooa TftTAt.•-· •••••••••••••••• ========================== 

io'T•t u.s.s"'A•••••••••·•· .. 
•r•1i:u 

[GYPf .... • • • •• • • • ...... • •• • • 1,; 4n8 •ol 4~4 59~ 650 
tyHIOP!A •• , ... , •••••••••" 69 77 IZ2 IJ• )4.j 150 
KENTl, •• ..... .... ......... 59 izs Ill 127 1oz 135 
N&L.&Gl5Y REPUBLIC••••....... 11"8 100 ln4 llO 110 1145 
IMAURtl lUS .. • •• •• • • • • •• • • ••• 6?6 576 61 l 62• 68~ 118 
~OZA•atOU£,............ ... j99 Z7Z ZAI n• )6$ 390 
Rtu"'to,.,.. ..... .............. 23?. z•q Zn9 182' 21, Z6n 
R!-tOOESta................... lee ll6 lSO 175 zoo z•,ii 
$0UT"4 1,RlC&1•••• .. •••••••• 1;426 1,.62'2' 1,399 1;865 i:fll~ i,732' 
J•AllLANO................. IJS 157 163 IA8 Pl \90 
t.tN7&NlA•••••••••••••••--•• 19 9\ 9l 90 110 JlO 
1/G•~D•. •• •• •• •• •• •• ••,. • •• 143 148 ISZ 141 )ZS I U 
1• l~E ~OhGO,~l, •• • •• ••• •• 3- 41 45 50 5J 6\ 
OTHEII , •• • •• , • •• , ••••• ••;. _____ .;,.=J'--,.----';.34;;... _____ .;'4.;;.:., ______ •:..9;.;6:.,_ ____ _.~..;.;l ______ f;.;l:;:A;_ ____ _ 

TOT Al••••••••••••••••••• 4;516 5;150 s;o;ti s;657 



C(NTRtrUGAL 5uGAA(Au, VALUEII PROOUCTIO>I , .. SP[Clrt[O COV,,TAIES • IVfAAG[ l964•65,t96A• .. , •N"U•L 1969•70'191l•1• !/ 
(l'1 THOus,~os or wEfAIC TONS) 

lii:110 .. '"° cOVNrRT •1,A•Gt • it10:.n it1i:.,, i•1;.:.1, j,1,:.1. ?I 1961, 5/19611-69 1'6~70 

15111 
iil its ~.izo .. iliii 8URM&•• • • • •• • • • • ••• •• • • • • • 76 91 

C~JNI, P£0Pt rts !Cif P • 1 4 • • • •, I •••I 1;u, 2;267 I ;919 Z,457 Z,630 
CHJNJ.eR[P. OrCTA!WAl\ll •••••• .•oz 615 831 746 . . ieo . . eso 
,~ou '!I .................. 3,551 5,010 .;sol 1:11)0 4,57~ 5,000 
tNOOU[StA11••••••••••••••• 642 758 726 680 no 950 
JAAN•••••••••••••••.,•••••• 351 556 566 5&0 62, 700 
JAP.1-.. ••• • • • • • • • • • 1 •. 1 •. • • 361 419 455 580 647 650 
.. ANS£ l•"',n,1;PO lR'r'UIC't'Ul • • •. • • 215 249 216 136 

_4¼ 
V 

PllClSTIN.,e••••••• •••••••• 404 69~ 688 .. 382 .. 725 
~HIL !PPttiES. ••• •• • •• • • •• • • 1,559 1,927 z,o59 1,870 2,31l Z,302 
THA ••, • •• • • • • • •• • •, • 2a, •~s 530 6)0 684 9!"0 
TIJChcEY ••• • • ••• • • • • • • • ••• • • !12 54" 643 910 $11 725 
OTM[R §! .................. 110 116 109 167 ,n 287 

Tnf.aL. •• ••• • • •. • • •. • • • • • 10;614 IJ,255 I J ;106 i2;s•6 j4;600 is;H, 

ocu .. 1 .. 
IUSTAALII••••••••••••••••• 2;240 2;21• z;•st ,;us 2;900 i;60ft 
,.. Jt •••••••••••••••••••••• 357 3j5 Jll 34i 37~ JSO 

TOTAL•••••~••••••••••••• ,;647 1;s2, z;ul :,;n16 ,;21-s ,;,so 

WOALO 1'0Tllee •• •• • • • •• • • • • •• 65;219 11 ;ats 71;sz• TO,&!] T5,9T6 81,lT~ 
IOIZ: DIie to round.ire, •Y llot •44 to area totel. 

'!:/ Tu.i-a ahoi,,n !tr(! crop year or the c:rop .. hl!rn&t1l'.g 1eoon. 1'0:r chronological arrange,:iant hen, all caepaigna v'bich begb not earlier than M.~y ot :inr ~.,. 
nor 1,.tirr· tt;,n April or the tr.llowin& yc:-:r, IIN phce~ in the 13..::te cro;,-h,.r.-..;;ttng year. The entire an10n 1 a procluet!.on of eeieh C:0\2\try u cndite.S to the' 
Nay/April year lr. ,..hieh berveating and su;:,;sr production 'tM!gan. Ret'ined 'beet 1ugar h genere.lly C"XIY!!rtcd to r11v value by atlltipl)"ing l>y 1.c£7 ~Ue r•tiD~d 
cuie llJl&r 11 CNl.tlplied 'ty l.cYT to o'tt.~in t~ nv valu• e ,ui •re.lent. y ?relinun~ry. y Otber A~ic• incluek• Ahra .. Issu Al~eria ~--~l• Cueroon 
C0nf.O (!ruuville). Ch. .. M,, Libert~, ~l&levt, Morocco, lfie;erh, Sco.tli Rrpub11c, Sudan, 1\&nista,a.-,,d Zsobia. I!} lneludu kh;,dsari. i/ s1nce' January .i; 1972, 
!,:c~~: !:1~3t~imJ~~~~~:;2:ne.1.udes A!'ght".nhtu, Ccyla\, Iraq, Iar .. 1, Lebe.con, Jfepel, Soutb lore•, South Victnm,and &y,-ia. la included 

l'bre:1£11 Agriculturtl Servic:e. Prepared or estimated on t.he bad• ot otf'1cial atat1atlc1 ot rorc-ign gOVl'mmer:t.1, other roreign iourc:e •terhl, ttport• ot 
U. S. Ap-ic:ultu.rd Attac:hu e.nd f'l:1~eiu1 Serric:e 0:-Cicen, results of ottice n1eu-cb, and related 1Dtornt1oa. 

PltOOIICTION IN S9fC!rtED COUNY~IES • nUiG€ !464•65'1968~69; ANNUAL 1969•lO,i91J:,7., ?/ 
(IN THOUSANDS or ~EYAIC TO'IS) 

llt610N IND ~O\l'IT~Y 
1no;.11 i•1i:.12 i•H:.1; 197~74 l/ 

-.o",H AM[AtCA1 
COSTA Pt CA,••••••••••••••• «.ft «.i 42 40 11 40 
(l c&LV&OOJ:t., •• ••• • •, ••• • • ?«. 11 
GU&T(MALA. • •• ••• •• • •• •• ••"' ,9 «.5 
1<£1tco.................... ii• il5 
-.tCARIGUA,................ ,6 lZ 

. 13 j3 IO IO 
45 45 .s, so 

ii5 1i3 1,1'5 II~ 
ll 12 12 

.. AN&"4A, •• • •• • • • • • • • • • • • • • •. _______ .:,_4 _____ __:3;_ _____ _:. ______ .,:_ ______ '-------~~-
IZ 

2 2 1 z 

TOTAL,. • • • •• ••• • • • • • • • • •======2=4=•======2=4=)=================================-
no 225 ;zs 229 

SOUTH At.t(RlCAt 
'RAZ !L • • • • • ••,, • • • •, • • • •, • 
COLO"48 ! a•.•.,•••••.,• ••• •• "4 67f' 
(CUAOOA, •• • • •• •••• ••. • • ••• JT .. 
~ERu ••••• •. •.• • • ••••••••• • • 1:1 \J 

I.A. ..... n: '" '" YJO .,.. ... •• ... 
iJ l4 

VfNCZUELl .. , ••••• • .,, ••• ... ______ ,:)l:;;.. _____ _;Jt:.=,. ____ ..;....,.::;;.. _____ .:;... _____ =------'---------tJ II ,. ,s ,, JI 

TftTlL, ••••••• ,. •• , •• ,,, ••======:j:::4:::1======7:::6:l::::::===========:=:::::================== 790 aia 962 9H 

isui 
~~;:::·;EoP~r~·.r;:;:::::: !:: m 
CHl,,,.,,AcP.orn,1w1"1...... 2~ lit 
111101,..................... ~.200 61000 
1..ioo .. cs1,..... ••.. .. ...... zq9 Joa 
.JAPAN, •••••••••••• 111 , •• •, 8 5 
tU--.\EJ••.rUIPOCA't'Ull't'\Jl ••••11.• 16 1~ 
l'l~IShN, ....... . ., ... ,. •• 616 711 
fl'HILIPPINCS,,,,. •••• •••••• 59 60 
THltLJ-.iO.,,,.,,, ••••••••• , 168 110 
Wl[TlllAti1 1 SOUTl'I,,, •• •• •• • • ••-------~-1 _______ 9 _______________ _ 

j45 i45 i 4i 130 no 715 740 120 
26 . ll .. 1$ .. 2~ 

,;soo 6,'JftO ~.ooo 6,,oo 
Jnl ZJO 183 150 • 3 IJ u 
I• .. i• .. .. '!I 700 1,200 I =•o~ i.s:i 46 46 57 

215 154 11ft 295 
9 9 lo to 

,;212 TOT Al •••••••••••• I •••••• =============================== a;101 9;159 ,;e .. o 9;095 

WORLO TOT1L,,, ••• , •••• , ••••• 

90TE: D\ae to roundir.c, MY not add. to •-"'* total. 

I.A. • Sot 1va.il1t'ble. 

l,Z09 9,216 9.726 10;202 10;021 io;,11 

!/ aoncentri~a.l suge.r includes •ll or •ut•r J,iroduced bf 01.bar than c~ntrif'ugal p!"OC'ell Wich 1s larg,ely for cons,zpttcm in the rehthely rrv I.NU 
ll'tlerc- proc!:t.:Pd. ':"!1e es.tl•,tee include sucb kic.~s knCVn u pilcncillo, pr.nela, Jiapelor., chancac•, rad!U9, J&ft~J'J', gur, IUll('Ovad.:>, ranocb111. 1 etc. U !ell.?"a 
ah-:wn ere last 70.r•• erop•ha.nut1n@.' sessan. r'or ehranol~c:al ar~a.ngc~t.a he:-e all eei:paigl\l vb.kb Mg~n nt:lt earlier tb!.n MaJ ot one )"f'.ar, nor bter than 
April o! the tollovtne yea.r, are placed in the svic crop•bU-~stln,: ~u. entire se!l:.CID'& prochu:tim ot eacb country b credited tot.be May/April 7ur 
ia """.Jehbarn-st1n1 and SUGe.r pMduction M"gen. 'JI l'rel!aia1U"7. ~' Since J'am.J!u·y 11 1m, inc:ludit4 1n JapaD. 

Pbffign Aci,-rlC\lltural Stir.rice. Pritp,!.re-d or ntt::atPd on th• beth or otnchl ata.t11tic1 or toNiD'I gonnaent,. other tontga. &OW'« re-port.a or 
v .. •s. AcriC"\l!tU!"U Att.-ehH U'ld i'brdg::1 Service orncttra, ttsult• or oi'Nce resf'arch end releted intonwitica.. 



APPENDIX B ----

Section 22 Quotas for Sugar: • An Unlikely Scenario 

First: Sugar Act Exoires. 

Second: Su~ar Price Suonorts. Title III, Sec. 301 of the Agri~ultural Act of 1949 

gives the Secretary of Agriculture the authority to "make available through 

loans, purchases, or other operations price support to producers for any 

nonbasic cornmodi ty not designated it title II •.• 11 The level of support 

would be"·•• not in excess of 90 per centum of the parity price ••• 11 

Should this support level be insufficient, Title IV, Sec. 402 of tte Act 

authorizes the Secretary to make available for any agricultural commodity 

11 • •• price support at a level in excess of the maximum level of price 

support otherwise prescribed in. this Act ••• 11 . Such increased price support 

levels could only be applied, however, after a public hearing and a ,. 
·,!f:,:. detennination that such support g necessary to avoid a supply shortage in 

a commodity essential to the nation a?- .,.elf a~ or t!> increase/maintain 

production of a commodity in the interest of national security. 

Then: Section 22 Sugar Quotas. If th!!, aforementioned price support program 

were put into effect and-if the Secretary of Agriculture determined that 
pttAC.Tll/11.l-Y 

sugar imports were ( or werd "certain to be) in such quantities as to render 

ineffective or interfere with the program) he would advise the President. 

I! the Pres~dent agreed w.Lth the Secretary, he would cause an immediate 

investigation by the Tariff Commission under Sec. 22 of the Agricultural 

Adjustment Act of 1933, as amended. Following such investigation, including 

hearings, the Commi~sion would report to the President. If tr.e report 



-2-

confirmed the damaging effect of eurrent/potential imports,the President 

could impose additional.import fees (up to 50 percent AVE) or quantitative 

restrictions. If the Secretary of Agriculture determined that emergency 

treatment ~~re needed, the President could act under Sec. 22 before receiving 

the Tariff Commission's reporto 

Ho~'8Ver. Given the u.s.n.A. philosophical commitment to an unrestricted 

free market economy wherever possible and the Administration's desire to 

reduce Governn:~nt spending in order to fight inflation, the above scenario 

·would have to be considered unlikely at best. 
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INDICATED PARTICIPANTS 
NATIONAL CONFECTIONERS ASSOCIATION 

WASHINGTON MEETINGS 
OCTOBER 23, 1974 

Paul K. Brock, President, Brock Candy Company, Chattanooga, Tennessee 

Charles P. Bradley, President, Bradley Candy Company, Lebanon, Tennessee 

William H. Ford, President, Bunte Candies, Oklahoma City, Oklahoma 

William A. Beich, President, Paul F. Beich Co., Bloomington, Illinois 

Arthur Bridge, President, E. J. Brach & Sons Div., American Home Products Corp., 
Chicago, Illinois 

James W. Nixon, President, Whitman's Chocolates Division, Pet, Inc., Philadelphia, 
Pennsylvania 

Richard Gibi~n, President, American Candy Manufacturing Co., Selma, Alabama 

Lester Rosskam, President, Quaker City Chocolate & Confectionery Co., Div. of 
American Chicle, Philadelphia, Pennsylvania 

Charles A. Smylie, President, Y & S Candies, Westfield, New Jersey 

T. R. Spangler, Director of Marketing, Spangler Candy Co., Bryan, Ohio 

William F. Stark, President, Howard B. Stark Co., Pewaukee, Wisconsin 

William M. Morris, President, Life Savers, New York, New York 
R. E. Robinson, Life Savers, New York, New York 
J. C. K. Buckley, Vice President, The Nestle Company, White Plains, New York 

. 
,,Paul Ginsburg, Vice President - Purchasing, Leaf Confectionery Div., W. R. Grace 

and Co., Chicago, Illinois 

Joseph Marshall, Vice President, Ward Candy Co., New York, New York 
• 

_,...._ 

Lincoln Warrell, President, Pennsylvania Dutch Co., Mount Holly Spr~ngs, Pennsylvania 

Rod McDonald, Vice President, Mrs. J .. G. McDonald's Chocolate Co., Salt Lake City, 
Utah 

Robert E. Fraser, President, Powell's, Hopkins, Minnesota 

Bob McCormack, President, Bob's Candies, Albany, Georgia 

John R. Morris, Jr., Executive Vice President, L. S. Heath & Sons, Robinson, Illinois 

Nello V. Ferrara, Partner, Ferrara Pan Candy Co., Chicago, Illinois, and Chairman 
of the Board, National Confectioners Association 

James E. Mack, President and General Counsel, National Confectioners Association, 
Washington, D. C. 

Morris Semiatin, Photographer, will accompany the group. 
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NA'.T'IONAL CONFECTIONERS ASSOC IATION 
of the United States 

Chicago Office 
36 SOUTH WABASH AVENUE 
CHICAGO, ILLINOIS 60603 • 312-372-1492 

Honorable William E. Timmons 
Assistant to the President 
The White House 
Washington, D. C. 

Dear Mr. Timmons: 

Wuhington Office 
808 JEFFERSON BUILOINC, 1225 NINETEENTH ST., N. W. 
WASHINGTON, D. C. 20036 • TELEPHONE (202) 296-4338 

October 23, 1974 

Thanks to you and your White House associates, Tom Korologos 
and Norman Ross, and William Eberle, Executive Director, 
Committee for International Economic Policy and Special 
Trade Representative for the President, for this meeting. 

With the expiration of the Sugar Act expected to occur at 
the end of this year without Congress likely to extend the 
Act, we recognize the President will be reaching a decision 
as to what action he will take under Headnote 2 of Subpart A 
of Part 10, "Sugar; Cocoa; Confectionery" of the Tariff 
Schedules of the United States. While the action will be 
taken by the President, of course, we recognize that he will 
be receiving the advice and recommendations of various 
departments and agencies as well as the four of you as 
White House advisors on this matter. Accordingly, today 
we have held meetings at the State Department with Deputy 
Assistant Secretary for International Resources and Food 
Policy, Julius Katz, and Tropical Products Chief, Thomas J. 
O'Donnell; at the Office of Price and Wage Stabilization 
with its Director, Dr. Albert Rees; at the Department of 
Agriculture with Secretary Earl Butz, Assistant Secretary 
for International Affairs and Commodity Programs, Clayton 
K. Yeutter, and Kenneth L. Frick, Administrator, Agricultural 
Stabilization and Conservation Service. A copy of our 
written submission at each of these meetings is attached. 
We have a meeting scheduled with Secretary of Commerce, 
Frederick B. Dent. 

In brief our position is that the United States sugar 
situation at this time is critical. This is because the 
tight world supply has caused the price to rise to astro-
nomical levels. The wholesale price is now approx:illlately 
50 cents per pound, which is more than three times the 
price a year ago and more than three t:illles the price 
objective as provided in the Sugar Act. It is most impor-
tant that the President do what he can both to alleviate 
the situation and also to prevent it from getting worse. 

EAT CANDY the ENERGY FOOD 



William E. Timmons 
October 23, 1974 
Page two 

I Ludicrous as it may seem, the import duty on sugar automatically will increase 
more than two cents per pound on January 1, 1975, in the absence of Presidential 
action. By appropriate action, however, this increase in duty not only may be 
prevented but the President may also loosen the tight supply situation by 
establishing a global quota reasonably in excess of 1974 consumption against 
which both raw and refined sugar may be entered into the United States from 
all world sources. So as to give public notice and assurance that this action 

!will be taken, it is recomended that the Presidential announcement be made 
in the imediate future even though it cannot become effective until January 1. 
An announcement at this time of the intended Presidential proclamation undoubtedly 
would have a salutary effect on the current disastrous state of the market and 
also would receive wide public acclaim. 

An alternative approach would be for the President to announce iUDnediately 
that he will request Congress at its Special Session to repeal Headnote 2. 
Such an action also undoubtedly would receive broad public acclaim. 

We believe our recommendation is sound and our request reasonable and that 
if carried out, it would be a fair and constructive action by the President 
in the interest of consumers. 

Counsel 
James E. Mack 
808 Jefferson Building 
1225 - 19th Street, N. W. 
Washington, D. C. 20036 

stm 

Attachments 

Respectfully submitted, 

Nello V. Ferrara 
Chairman of the Board 
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NATIONAL CONFECTIONERS ASSOCIATION 
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Deputy Assistant Secretary 
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October 23, 1974 

for International Resources and Food Policy 
Department of State 
Washington, D. C. 20520 

Dear Secretary Katz: 

This meeting was requested with you in contemplation of the 
Sugar Act expiring at the end of this year without action by 
Congress to extend it. It is our desire to present our 
industry views pertaining to what is best for producers, 
processors and consumers in the United States and that following 
such a determination how the President should proceed giving 
due and proper consideration to Headnote 2 of Subpart A of 
Part 10, "Sugar; Cocoa; Confectionery"·of the Tariff Schedules 
of the United States, which as you know provides as follows: 

"2. The rates in column numbered 1 in items 155.20 and 
155.30 on January 1, 1969, shall be effective only during 
such time as Title II of the Sugar Act of 1948 or sub-
stantially equivalent legislation is in effect in the 
United States, whether or not the quotas, or any of them, 
authorized by such legislation, are being applied or are 
suspended: Provided, 

"(i) That, if the President finds that a particular 
rate not lower than such January 1, 1968, rate, 
limited by a particular quota may be established 
for any articles provided for in item 155.20 or 
155.30, which will give due consideration to the 
interests in the United States sugar market of 
domestic producers and materially affected con-
tracting parties to the General Agreement on 
Tariffs and Trade, he shall proclaim such par-
ticular rate and such quota limitation, to be 
effective not later than the 90th day following 
the termination of the effectiveness of such 
legislation; 

"(ii) That any rate and quota limitation so established 
shall be modified if the President finds and pro-
claims that such modification is required or 
appropriate to give effect to the above considera-
tions; and 

"(iii) That the January 1, 1969, rates shall resume full 
effectiveness, subject to the provisions of this 

EAT CANDY the ENERGY FOO t 
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headnote, if legislation substantially equivalent to 
Title II of the Sugar Act of 1948 should subsequently 
become effective." 

(NOTE--Items 155.20 and 155.30 referred to merely provide for an import 
duty on sugar of .6625 cents per pound so long as the Sugar Act is in 
effect.) 

While the interest and welfare of producers, processors and consumers all 
must be given careful consideration, it is believed it will be agreed 
that at this time and for all of 1975 it is overwhelmingly probable that 
both growers and refiners will do well irrespective of what U.S. govern-
mental action may or may not be taken. Therefore, the primary consideration 
should be what should be done in the interest of consumers both industrial 
and household even though all of us know that in the end it is the household 
consumer who pays the price for both. 

It is our belief and conviction that it is apparent that the interest of 
the consumer is that the duty on both raw and refined sugar should remain 
at the current statutory minimum of .6625 cents per pound and that there 
should be no quantitative restriction whatsoever on the· importation of 
either raw or refined sugar. While we are willing to do so, it is not our 
purpose to discuss with you the merits of the Sugar Act. We believe it is 
correct to state that its objective was to provide a controlled sugar 
market with responsibilities and benefits intended for producers, processors, 
and consumers. Without the Sugar Act with its objective of orderly marketing, 
we are in theory shifting from a controlled market to a free market. Our 
position is that if the United States does make such a shift as now seems 
likely that it should be a shift in fact and not just one in theory to a 
free market. 

It is doubtful if anyone will challenge the contention that if there is 
no Sugar Act commencing January 1, 1975, that consumers in 1975 will be 
better off if the United States is in a position to obtain raw sugar and 
refined sugar from any sources available anywhere in the world without 
restriction. While, of course, we will expect you to respond if you are 
not in agreement with this contention, we suspect that it also will be 
your view. If it is agreed that in 1975 that United States consumers 
will fare better with the minimum statutory import duty on raw and 
refined sugar and no quantitative restrictions on importation of either, 
then the question remains as to how this best may be accomplished, giving 
due consideration to Headnote 2 of Subpart A of Part 10 of the Tariff 
Schedules of the United States hereinbefore referred to. 

It is conceded that the import duty on sugar will increase from .6625 cents 
per pound to 2.98125 on January 1, 1975, in the absence of Presidential 
finding and action holding the duty at .6625 and establishing a quota 
limitation which would give due consideration to the interest in the United 
States sugar market of domestic producers and materially affected contracting 
parties in the General Agreement on Tariffs and Trade. It is suggested that 
because of the sugar price and supply situation that whatever action the 
President may take under this authority, the interests of United States 
producers and contracting parties to GATT will be protected during all of 
1975 and the foreseeable future. 
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Therefore, it is suggested that the most logical approach would be for 
the President to issue a proclamation retaining the present .6625-duty 
on raw and refined sugar and to establish a combined raw and refined 
global quota limitation for 1975 for a quantity reasonably in excess of 
1974 requirements so that consumers may get all of the sugar they need 
at a fair price. The proclamation also could contain a provision that 
the full duty rate shall apply if the average wholesale price in the 
United States shall be reduced to within one cent of the price objective 
of the Sugar Act. 

Another possible approach will be for the President to ask Congress when 
it reconvenes to repeal Headnote 2 prior to January 1. With the price of 
sugar being what it is, it would seem that if the President with full 
Administration support would request the repeal of Headnote 2 that Congress 
would follow quickly with such legislation. 

Thank you for your consideration. 

Counsel 
James E. Mack 
808 Jefferson Building 
1225 - 19th Street, N. W. 
Washington, D. C. 20036 
Telephone: 296-4338 

stm 
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Dr. Albert Rees, Director 
Council on Wage and Price Stability 
Executive Office Building 
Romm 3235 
17th and H Streets, N. W. 
Washington, DC 20006 

Dear Dr. Rees: 

The Sugar Act, which will expire at the end of this year in the 
absence of unexpected Congressional action to extend it, contains 
a flexible pricing formula. This formula, which sugar producers 
sought and achieved, afforded them what they considered to be a 
good, profitable return. As applied to the conditions of today, 
this formula develops a price for refined sugar of less than 
15 cents per pound, and yet at this time the wholesale price of 
refined sugar is approximately 49 cents per pound, or over 300 
percent of what the sugar industry previously had contended was 
its goal. This includes an increase of almost 5 cents per pound 
announced yesterday. 

We fully acknowledge that this is due primarily to the tight world 
supply of sugar. There is, however, administrative action which 
can be taken which should serve to help the situation. If the 
correct action is not taken, the price and supply situation un-
doubtedly will get much worse. As ludicrous as it may seem, the 
import duty on sugar will increase more than 2 cents per pound on 
January 1 if the proper action is not taken. If appropriate ac-
tion is taken, not only may the forthcoming 2 cents per pound 
duty increase be prevented, but United States consumers also could 
have full access to both raw and refined sugar wherever it might 
be obtained in the world. Contemplating that the Sugar Act will 
not be extended, our best opportunity will be to permit U.S. con-
sumers free access to raw and refined sugar wherever they can lo-
cate it, and without increasing the import duty. 

Before coming to this meeting, we met with Mr. Julius Katz, Deputy 
Assistant Secretary of State, concerning the subject, and we will 
have other meetings today with Secretary of Agriculture Butz, 
Connnerce Secretary Frederick B. Dent, Assistant to the President 
William E. Tinnnons and members of his staff, and the Special Trade 
Representative, Mr. William Eberle. In elaboration of how we feel 
this matter might be dealt with administratively in the interest 
of consumers, attached is a copy of the letter we presented to 
Mr. Katz at our meeting this morning. 
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It is our opinion that the current sugar debacle provides an oppor-
tunity for your office to be of service to all United States consumers 
of sugar. 

Thank you for your consideration. 

Counsel 
James E. Mack 
1225 - 19th Street, N. W. 
Washington, DC 20036 
Telephone: 296-4338 

pnp 

Attachment 

Respectfully submitted, 
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Dear Mr. Secretary: 

w.a,hinglon Office 
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WASHINCTON, D. C. 20036 • TELEPHONE 12021 296-4338 

October 23, 1974 

To us this meeting is extremely important, which is the reason 
we asked you to take the time to see us. The current price of 
refined sugar is approximately 50 cents per pound or over three 
times the price objective of the Sugar Act, which was designed 
to provide a good profitable return to sugar producers. Antici-
pating expiration of the Sugar Act at the end of the year without 
extension by Congress, we in turn had contemplated a fully free 
market at that time for both raw sugar and refined sugar. 
However, we understand that a proposal has been submitted to 
your Office urging you to recommepd to the President that he 
invoke Headnote 2 of Subpart A of Part 10, "Sugar; Cocoa; 
Confectionery" of the Tariff Schedules of the United States 
in a manner to maintain in 1975 the import quotas on raw sugar 
on the same basis as provided in the Sugar Act and also to 
continue in effect the virtual embargo which has existed under 
the Sugar Act on the importation of refined sugar. 

To us this proposal sounds like one of wanting to have your 
cake and eat it too. It is believed that it is correct to 
state that the Sugar Act provided both responsibilities and 
benefits to producers, processors and users alike. Without 
a Sugar Act, there should be a free market without the respon-
sibilities and benefits provided by the Act. The proposal 
just referred to, however, would provide to our sources of 
supply the benefits of the Sugar Act without the responsibilities 
whereas to consumers just the reverse would be true . 

Our recommendation is that you request the President to make 
the necessary finding under Headnote 2 hereinbefore referred 
to which will (1) prevent the otherwise automatic increase in 
the import duty on raw and refined sugar on January 1, 1975, 
(2) establish a global 1975 quota against which both raw and 
refined sugar might be entered. Such quota should be reasonably 
larger than 1974 consumption. With the world supply and price 
of sugar being what it is, there is no doubt that the interest 
of United States producers as well as the member countries of 
the General Agreement on Tariffs and Trade would be protected 
as required by Headnote 2. 
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Another possible approach could be for your Department to request the President 
to merely ask Congress at its Special Session to repeal Headnote 2. With the 
current sugar situation, it would seem that Congress would respond readily to 
such a Presidential request, but legislation would be required. 

In substance, our position is as follows: The world sugar supply is tight; 
but with the expiration of the Sugar Act, we will be able to work more con-
structively if we are able to obtain the supplies of raw or refined sugar 
from a balanced combination of U.S. production and from wherever else in 
the world it may be available. We are convinced that the appropriate 
Presidential order may be issued compatible with Headnote 2 in accordance 
with this recommendation. 

Thank you for your consideration. 

Counsel 
James E. Mack 
808 Jefferson Building 
1225 - 19th St., N. W. 
Washington, D. C. 20036 

stm 

Respectfully submitted, 

Nello V. Ferrara 
Chairman of the Board 



OFFICE OF THE SPECIAL REPRESENTATIVE 
FOR TRADE NEGOTIATIONS 

October 17, 1974 

MEMORANDUM 

TO Members of the TSC Sugar Task Force 

FROM Doris S. Whitnac~ 

SUBJECT: Draft Report 

. Attached is a draft report for discussion by the 
Task Force Monday, October 21 at 10 a.m. in STR room 730. 
It is hoped that the Task Force can conclude its work at 
that meeting as . the TSC has been asked to forward its 
recommendations on the subject by the end of next week. 
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H. Options 

1. Introduction - Country vs Global Quotas 

The sugar options open to the President include 

different levels of tariffs, some of which would require 

an import quota or quotas. If it is considered that the 

merits of preventing a snap back to the Col 2 rate outweigh 

the basic trade policy arguments against providing protection 

in quota form, a judgment is required as to the appropriate 

level of the quota and the form of quota system. There was a 

consensus in the Task Force that.if quota system- is established, 

the volume of imports allowed should be set, at least initially, 

at a level sufficiently high to be consistent with Administration 

efforts to ease the tight supply situation and reduce inflationary 

pressure. The.considerations involved in choosing between· 

"country" and "global" quotas are outlined below: 

a. Country Quotas 

Pro: 

,,, 

(1) Provide a degree of continuity in our 

sugar supply system; while not a guarantee of supplies when 

market conditions are more favorable elsewhere,· traditional 

suppliers have tended to fill their quotas to the extent 

possible. 

(2) Permit each country to supply an assured 

minimum, even those countries which may otherwise find it 

difficult to compete against more efficient suppliers, but 

who do not have alternative uses for the resources now 

employed in sugar. 
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(3) Since almost all foreign suppliers 

prefer country quotas to a free market, we could obtain 

substantial political gain at little or no economic cost by 

allocating· at least a portion of our needs on an individual 

country basis. This wou~d lend credibility to our commitment 

to give special consideration to Latin American economic 

interests sgg since a number of those countries would be 

among the losers under global quotas. 

(4) Country quotas provide a neat political-

economic trade-off. We get certain Foreign Relations benefits 

from a special relationship with ·our sugar suppliers. Economically, 

we get relatively assured supply, while providing foreign exchange 

to many countries needing it for development programs. 

(5) If combined with a sizeabl~, allocation on 

a first-come, first-served basis, . we could provide incentives 

to supply and increase production through new investment: among 

the more efficient producers. 

Con: 

(1) To the extent that shares are given to 

inefficient suppliers, resources are used in uneconomic ways. 

(2) May be considered contrary to the 

Congressional will as expressed in its defeat of the Sugar Act, 

including quota provisions. Moreover, the Congress may feel 

its quota allocation perogative is being usurped by the Executive 

Branch. This mxi~kx might cause an extension of the present 

Sugar Act or a new sugar bill to be written on a rush basis. 
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(3) Since few objective economic criteria! 

exist for country allocations, the allocations are somewhat 

arbitrary. This generates heavy lobying pressures. 

b. Global: Quo'ta 

Pro: 

(1) All foreign suppliers would compete on 

an equal footing with the most efficient producers theoretically 

getting the biggest share of the market. 

(2) The political and economic difficulties 

involved in allocating quotas among countries would be eliminated. 

(3) A high global quota would enable the 

Administration to prevent the tariff snap back, while complying 

with the will of Congress in allowing market forces to play a 

major role in the u. S. market. ,., 

(4) Being less trade distorting than the 

traditional individual country quotas (even at the same level 

of total imports permitted entry) they are more defensible against 

attack as trade restraints. 

(5) Would remove the problem.of reassigning 

the _large Cuban quota if the United States should later resume 

trade relations with Cuba. 

Con: 

(1) LDCs would complain bitterly about having 

to compete with developed countries under global quotas, stating 

they could not plan production or shipments over time and that 

this would have negative long term effects on investment in 

the sugar industry. 
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(2) Since practically all of our foreign 

suppliers prefer an individual country quota system, our 

movement to a global quota would have some political cost in 

our relations with a number of the 34 sugar supplying countries, 

particularly since some would no longer be able to compete in 

the U.S. market. 

(3) South Africa could expand shipments to 

this country under such a system, and cause adverse political 

backlash domestically. 

(4) A global quota has no net advantage 

over the sum total of relatiyely large individual country 

quotas accompanied by a provision for a large reservation 

for first-come, first-served sugar. 

2. Tariff and Quota Options 

The Task Force narrowed the choice among courses 

of action to seven alternatives .. • Certain omissions warrant 

comment. 

First, the possibility of proclaiming and suspending 

quotas is not among the options listed. Any action taken must 
. 

be defensible as "required or appropriate to carry out any ... 

trade agreement." The relevant part of a trade agreement is 

the headnote, which allows the President to proclaim a rate 

and quota after finding that "a particular rate ... limited 

by a particular quota ... will give due consideration to the 

interests in the United States sugar market of domestic 

producers . . . " etc . There is a strong argument that the 
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proclamation of a rate and quotas followed by suspension 

of the quotas would not be appropriate to carry out the 

portion of the trade agreement quoted above. Accordingly, 

proclamation of a rate and quotas with suspension of the 

quotas would be too vulnerable to legal challenge to be 

considered as an option. 

Second, use of Sec. 22 authority is not a practical 

possibility under present market conditions or conditions 

expected to exist in the corning year or so. See Appendix B. 

As noted above in the discussion of legal authority, 

rates of duty and quotas proclaimed before March 31, 1974 under 

any of the options could subsequently be modified. Moreover, 

in the future if imports were to cause injury to the domestic 

industry and/or its firrns•and workers, remedies would be 

available under other provisions of domestic law. 

The various options with the principal pros and 

cons are set forth below: 
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I. Announce that the Column 2 rates would go into effect 
with no quotas. 

Pro 

1. This would appear to be consistent with the will 
of Congress. 

2. The replacement of quota protection by tariff 
protection, even though ·higher rates of duty are put into 
effect, would accord with a basic principle of trade policy. 
Moreover, the duties could be reduced in the MTN. 

3. The elimination of quotas would allow U.S. 
purchasers to import from wherever they chose and might open 
some sources now excluded by the quota system. 

4. U.S. sugar prices would no longer exceed world 
market levels . by more than the amount of the tariff. 

5. Elimination of quotas would encourage a more 
efficient allocation of resources and present conditions are 
favorable for the necessary adjustments (e.g. shifts of land 
and labor to alternative uses). 

Con 

1. Tariff increases would be passed o~'to purchasers 
at a time when prices are already at record levels and the 
Administration has launched a major drive to control inflation. 

2. Refiners would protest that the protection 
affbrded was inadequ~te, especially with the cost of their 
raw material increased by the higher duties and their competitive 
position thus eroded. To the extent that the refiners claims 
are valid (or believed valid) (a) growers would support them 
and (b) employment could be adversely affected. 

3. Faiiure of the Administration to take action 
might encourage revival of proposals for legislation similar 
to the Sugar Act. 

4. The elimination of quotas may adversely affect 
deliveries from traditional suppliers in periods of tight supply. 

5. In more normal market conditions, some of the less 
efficient developing countries would probably lose a significant 

•source of foreign exchange and face difficult adjustment problems. 

6. Although prices ·on the world market would tend to be 
less volatile than in the past, they would be less stable than 
U.S. prices have generally been under a quota system. 



-48-

II. Proclaim the Column 1 rates together with country i~port 
quotas calculated on approximately the same basis as at 
for sugar not over 99crand quotas at the current level 
for sugar over 990_ 

Pro 

l. _ This option would not add to inflationary 
pressures provided that the quotas were set at levels that 
did not shut out any available supplies of raw sugar. 

2. Maintenance of the raw sugar quotas would 
encourage traditional suppliers to maintain deliveries. 

3. Since the current level of protection would be 
maintained, this is the option least apt to generate new 
Sugar Act proposals. 

4. While not all forefgn suppliers care about 
quotas under existing market conditions, a number do attach 
value to an assured U.S. market. 

5. Growers would probably accept this option and 
while refiners are seeking higher protection, they would in 
the end probably se~tle for maintenance df the status quo. 

6. No adjustment problems would be cr~ated for 
industry or sugar workers. 

Con 

1. Anticipated market conditions in 1975 for 
sugar and alternative uses for domestic land and labor now 

-producing sugar would make it less painful than in the past 
to adjust to the freer play of market forces. This option 
ignores that opportunity. 

2. Congress might consider that extension of quotas and 
of present tariff treatment by the Administration was inappropriate 

in view of Congressional rejection of the Sugar Act. 

3. The continuation of quotas might be opposed by 
industrial users and consumers in view of the anticipated 
continuation of high prices for at least the next year. 

4. Over the longer run, as market conditions return 
to normal, the U.S. could find itself paying a premium over 
the average world price for sugar and part of that premium would 
continue to be captured by foreign producing interests. This would 
revive intensive lobbying efforts by quota holders. 
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7I. Pro?laim Column 1 rates to~e~her wi~h global import 
quo~as at levels above anticipated import reguirements 
for both unrefined and refined sugar. 

Pro 

1. Although quotas a~e required in order to proclaim 
the Column _l rate rates, high level global quotas would in 
effect be non-restrictive and would thus promote more efficient 
use of resources. 

2. In the longer run, as more normal supply/demand 
conditions return, the United States would not, as in the past, 
pay a premium above the world market price for sugar. 

3. Present economic conditions are propitious for 
making the domestic adjustments which would be entailed in a 
shift of resources from sugar to other uses. 

Con 

1. The opening of the U.S. market woul°d probably 
result in greater fluctuationE in U.S. prices"than in the 
past. 

2. As the world supply situation eases and prices 
decline from present record levels, both U.S. industry and 
labor-would face some adjpstment problems. ,. 

3. Domestic growers and refiners would both argue 
that the reduction in protection would cause serious injury 
and that even a smaller reduction should provide for a 
transition period to facilitate adjustment~ 
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IV. Proclaim Column 1 rates and im ort quotas (traditional 
basis for unrefined sugar; allow the snap-back to 
operate for refined sugar (i.e. duties would be adjusted 
ulward to the Column 2 level and quotas would be 
e iminated). 1/ 
Pro 

1. Given present inflationa,ry pressures and the 
basic Administration policy of allowing freer play to market 
forces it is unreasonable to continue a virtual embargo on 
refined sugar. 

2. The shift away from quotas on refined is desirable 
per seas a matter of trade policy but the refiners claim they 
wo.uld not have adequate protection at the Column 1 rate. 
However, with the Column 2 rate on refined and the Column 1 
rate on raw sugar imports, effective tariff protection should 
be sufficiently increased to avoid inju·ry to the refiners. 

3. While it is not likely that large amounts of 
refined sugar would enter the United States in the coming year, 
there could be some increase in supply. 

Con 
-· 1. Refiners will oppose the elimination of quotas 

on refined sugar and will claim this option would result in 
disruptive imports, injuring both the industry and its 
employees and in turn harming growers and their employees . . 

2. The higher tariff could result in higher prices, 
thus adding to inflationary pressures. 

1/ The rates appearing in the TSUS would involve a graduated 
scale calculated in such a manner that sugar testing over 99° 
by polariscopic test, would be assessed duties roughly 
equivalent to the Column 2 rate. 
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V(a). Raise duties to 50 percent above Column 2 rates, and 
retain current restrictive quotas for refined sugar; 
reclaim Column 1 rates with uotas for unrefined ar 
below 990) determined on the present basis. 1 

This is the recommendation of the United States Cane Sugar 
Refiners' Association. 

Pro 

Protecting domestic refiners from competition while 
retafning their current access to raw sugar supplies may tend 
to promote long-term growth of sugar-refining industry. 

Con 

1. Double protection of maximum duty rate plus 
prohibitive quotas is unnecessary. 

2. With.the containment of inflation the current 
top priority of the Administration, such excessive protection 
for refined sugar would be unsound policy and would provoke 
strong consumer opposition. 

3. There.probably would be Congressional opposition 
to such extensfve protection for the refiners, especially· 
considering the refiners' opposition to extensio~·of the Sugar 
Act. 

V(b). Sarne as V(a), exce t reclaim Column 2 rates for refined 
sugar instead of 50 percent above Column 2. 2 

Pro 

Same as V(a, above, with additional point that 
Column 2 rates are less "overkill" than are rates 50 percent 
above Column 2. 

-Con 

1. Still probably constitutes unnecessary double 
protection. 

2. Still would provoke consume_r and Congressional 
opposition. 

1/ Sarne as footnote to option IV except that the scale for 
sugar over 990 would reflect the Column 2 level plus 50 percent. 

2/ Same as footnote to option IV. 
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Y!.f>roclaim the Column l rate with no import quotas 

Pro 

1. This policy would be most consistent with· the basic U.S. 
belief in the free market approach to international trade. 

2. It -would promote a more efficient use of resources. 

3. In the longer run, as more normal supply/demand conditions 
return, the U.S. would not, as in the past, pay a premium above the 
~!c!'ld. market price for sugar. 

4. Present economic conditions are propitious for making the domestic 
adjustments which would be entailed in a shift of resources from sugar 
to other uses. 

Con 

1. To avoid the legal problems that could result from an attempt 
to reduce the duty without quotas, this option, if chosen; should 
first he approved by Congress. The necessary legislation would have 
to be enact~d before 3/31/75, thus injecting both time pressures and 
renewed Congressional participation into the ·decision-making process. 

2. 1'he opening of the U.S. market would probably result.•in 
greater fluctuations in u.s. prices th2n in the past. 

J. As the world supply situation ~ases and price1decline from 
present record levels, both U.S. industry. and labor would face some 
adjustment problems. 

4. Domestic growers and refiners would both argue that the 
~educ..,.tion in p~otection w~uld c~use se~ious injury and that ev6n a 
smaller reduction should provide for a transition period to facilitate 
adjustment. 
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VII. Proclaim a lobal tariff rate quota 
t e Co umn rates or imports up to, say, 

value, with over uota rates 2 

Pro 

1. With no absolute quantitative limitation on sugar 
imports, market forces would be allowed freer play and more 
efficient use of resources would be encouraged, both at home 
and abroad. 

2 . . New sources of supply would be opened and importers 
would be free to choose among suppliers. 

3. A TRQ is inherently less restrictive than an 
absolute quota and would thus be more in accord with basic 
trade policy princ~ples. 

4. The TRQ could be set at a level which would exert 
no upward pressure on domestic prices. 

5. The Column 2 over quota rate should provide 
adequate protection as the supply situation eases and it is 
not anticipated that increased import competition would 
require extensive and painful domestic readjustments over the 
next few years. . 

6. Although Congress in rejecting the Sugar Act also 
rejected the traditional quota system, a global TRQ might not 
generate Congressional criticism .in view of the legal require-
ments of headnote 2 and the recognized necessity of avoiding 
inflationary actions (which the snap-back would be). 

7. U.S. sugar prices would no longer exceed world 
free market levels by more than the amount of the tariff and 
the incentive for lobbying pressures would be negligible with 
a TRQ. 

Con 

1. Refiners would argue that they need a transition 
period if present protection is reduced, that this option 
would not provide adequate protection as prices decline and 
would result in major adjustment problems. 

2. With the United States on the world market, 
those prices would tend to be less volatile than in the past, 
but would be less stable than U.S. prices have generally been 
in the past. 

3. The less efficient developing country suppliers 
might not be able to compete under more normal supply conditions 
and some would face difficult adjustment problems . 
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JOHN L. MCCL&l.J.AN, ARK.,. CHA&RMAN 
MILTON R. YOUNG,. N. DAK. 
ROMAN L HRUSKA. NEIIII. 
NORRIS carTON', N.H. 
CU FF0RD P. CASa'... N.J. 
HIRAM L- r'ONG, HAWAII 

GAL&: W. MC GEE, 'JVYO. EDWARO W. BROOKE. MASS. 
!VUKS: MANS,.-IELO, MONT. MARJ< 0. HATP'ln..D. OREG. 
WILLIAM PROXMUltE, WIS. TED STEVENS. ALASKA 
JOSEPH M. MOHl'OYA~ N. MS:X. CHARLES MCC. MATHIAS, JR.,. MD. 
DANIE\.. K. H'-IOUYE, HAWAII RICHARD S. SCHWEIKER, PA. 
ERNiiST F. HOLLINGS. $.C. HENRY B£LLMOl"i, OKLA. 
BIRCH aAYH. 1NO. 
THOMAS F. EAGLE"'tON, MO. 
L,,WTON CHILES, FLA. 

J.\MES R. CALLOWAY 
CHIEF COUNSEL ANO STAFjll' DIRECTOR 

The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

COMMITT1oE ON APPROPRIATIONS 

WASHINGTON, 0.C. 20510 

October 18, 1974 

As you know, the Sugar Act of 1948, as amended, has 
effectively legalized a world-wide sugar cartel, which has 
controlled prices, production and profits in the inter-
national sugar industry. Fortunately, this Act was not 
extended this year, and it will expire December 31, 1974. 

In the meantime, however, the price of sugar to the 
American co.1.sumer has skyrocketed. A 10-pound bag costs 
nearly $5.00 at some stores, and more than $4.00 at every 
store. Moreover, I understand many domestic users cannot 
purchase adequate sugar supplies at any price, due to the 
Sugar Act import quotas, despite the fact that sugar produc-
ing countries do have some available sugar. Although I 
appreciate that world sugar demand is high, I believe the 
skyrocketing prices and domestic scarcities are resulting 
largely from market anticipation of the expiration of U.S. 
import quotas this December. The American consumer is pay-
ing an outrageous price at the grocery store as a result 
of this speculative market activity. 

Therefore, I respectively urge you to immediately 
exercise your authority under §408(a) of the Sugar Act 
(7 U.S.C. §1158(a)), to suspend at once the operation of 
all sugar import quotas:- -S-ince these· qu·ota·s will expire 
in Decernbe~ in any c~se, such suspension by you would simply 
insure that international speculators do not make fat interim 
profits at the expense of the American consumer. 

Best regards, 

RSS:tg 

Res/,Jc~~lly, . 

tf/a1_'1~ 
Richard S. Schweiker 
United States Senator 



ALAN GREENSPAN, CHAIRMAN 

WILLIAM J. FELLNER 
GARY L. SEEVERS 

Dear Mr. Evans: 

COUNCIL OF ECONOMIC ADVISERS 
WASHINGTON 

November 6, 1974 

The President's office asked me to respond to your 
communication about the high price of sugar. This is 
naturally a great concern to the President. 

The initial source of the problem has been the 
great upsurge in raw sugar prices in world markets 
that began early in 1973 and has continued through 
the present. The problem may have been compounded by 
unnecessarily large markups in the processing and 
distribution of sugar. On October 31, Secretary Simon 
announced that the Council on Wage and Price Stability 
will h0ld public hearings on this problem. 

On behalf of the President, I wish to thank you 
for writing. 

Mr. G. W. Evans 
President 
Sorority Foods 
Salt Lake City, Utah 

Sincerely, 



?lovember 11, 197.j 

The Ilonorable Richard s. sehwelker 
U nitod State a St-mat& 
Washington, D. c. 20510 

Dear 38Dator Schweiker: 

Thls 1.-J 111 re:Jpeet to Ambassador Eberto's letter of November 8th 
to you regarding sugar quotas. 

Thora is a minor orror in the third paragnpb of that l~ttor. The 
second sentcnco should read, "Quota imports as of October 31, 1974 
were 5,000,740 ton.3. '' 

With beat re~rtls. 

bee: 

Very traly yoors, 

ravid A. Ha.rt:tUist 
General Counsel 

Tom C. Korologos 
Norm Ross, Domestic Council 

General Cunn 
Jim :r-.,furphy 
Staff Secretary_......---
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Ne: 
Tom c. KorelocN 

st1p llarbpdat/A/Jloy a ___ _ 

Norm Bou, Domestic Conell--

cc: 
Geaeral Dilan 
Jim lla.lplJ 
Staff Seeretary 
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" ..,.. J0HN L MCCLELLAN, ARK., CHAIRMAN 

WARRDt G. PoC._4.CNUSON, WASH. MILTON R. YOUNG, N. DAK.. 
JOHN C. STENNIS, MISS. ftOMAN L HRUSKA. NEBR. 
JOHN O. PASTORE, 111:.1. NORlltlS COTTON, N.H. 
ALAN BIBLE, NEV. CUP'F'ORD P. CASE. N.J. 
1t01!1£:RT C. BYRD, W. YA. HIMM L. P'CJNG, HAWAII 
GALI!:. W. MCGEE, WYO. EDWARD w. MASS. 
MIKE MANSl"IEl..D, MONT. MARK 0. HATP'IELD, OREG. 
WILLIAM PROXMIRE, WIS. TED STEVENS, ALASKA 
JOSEPH M. MONTOYA, N. MEX. CHARLES MCC. MATHIAS, JII._ MO. 
DANIEL K. INOUYE. HAWAII RICHARD S. SCHWIEIKEfl, PA. 
ERNEST P'. HOLLINGS, S.C. HENRY BELLMON, OKLA, 

MYH, IND. 
THOMAS P'. EAGLETON, MO. 
LAWTON CHILl:S, P'L.A. 

JAMES It. CALLOWAY 
CHIEI' COUNSEL AND STAP'P' DIRECTOR 

The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

COMMITTEE ON APPROPRIATIONS 

WASHINGTON, 0.C. 20510 

October 18, 1974 

As you know, the Sugar Act of 1948, as amende~, has 
effectively legalized a world-wide sugar cartel, which has 
controlled prices, production and profits in the inter-
national sugar industry. Fortunately, this Act was not 
extended this year, and it will expire December 31, 1974. 

In the meantime, however, the price of sugar to the 
American consumer has skyrocketed. A 10-pound bag costs 
nearly $5.00 at some stores, and more than $4.00 at every 
store. Moreover, I understand many domestic users cannot 
purchase adequate sugar supplies at any price, due to the 
Sugar Act import quotas, despite the fact that sugar produc-
ing countries do have some available sugar. Although I 
appreciate that world sugar demand is high, I believe the 
skyrocketing prices and domestic scarcities are resulting 
largely from market anticipation of the expiration of U.S. 
import quotas this December. The American consumer is pay-
ing an outrageous price at the grocery store as a result 
of this speculative market activity. 

-Therefore, I respectively urge you to immediately 
exercise your authority under §408(a) of the Sugar Act 
(7 U.S.C. §1158(a)), to suspend at once the operation of 
all sugar import quotas:·- -Since -fhese quotas will expire 
In December· in any · case; such suspension by you would simply 
insure that international speculators do not make fat interim 
profits at the expense of the American consumer. 

Best regards, 

RSS:tg 

Re"/M~ 

Richard S. Schweiker 
United States Senator 
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FOR IMMEDIATE RELEASE November 18, 1974 

Office of the White House Press Secretary 

---------------------------------------------------·----------
THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I am announcing actions designed to (1) insure the 
continued flow of sugar into this country from abroad and 
(2) encourage increased production domestically at the same 
time. The actions I am taking will maintain duties on sugar 
imports at the lowest permissible rate under the Tariff 
Schedules of the United States. 

The Sugar Act is scheduled to expire on December 31, 1974. 
If no action is taken, tariffs on imported sugar will rise 
about 1.3 cents per pound on January 1, 1975. The law pro-
vides, however, that the President can continue the current 
rates in force if his proclamation extending the rates 
includes a quota on sugar imports. I have, therefore~ de-
cided to extend the current tariff rates and will set an 
annual global quota of seven million short tons for 1975. 
That quantity is more than adequate to meet anticipated 
import requirements. At the same time, it will ensure a 

, 1 degree of stability for our own sugar industry to operate 
effectively in a period of very tight supplies. 

\ 

Although there is no risk we will run out of sugar, we may 
well experience higher prices than we would like until pro-
duction catches up with demand. Users of sugar can help ease 
prices by buying wisely, conserving supplies and consuming 
less sugar. I urge all Americans to reduce the amount of 
sugar in cooking and to put in half the amount usually used 
to sweeten coffee or tea. 

The world sugar supply has tightened markedly in recent months. 
For the past three crop years, world sugar production has been 
rising. But even so, consumption has exceeded production by 
a small margin. Crop setbacks this year in a number of coun-
tries will prevent production from keeping pace with the 
normal growth of consumption. Since sugar production this 
year is expected to be about the same as last, worldwide sugar 
supplies will continue to be tight. Because we in this country 
import about one-half of the sugar we consume, we are directly 
affected by this worldwide problem. So far this year~ our 
foreign suppliers have shipped 10 percent more sugar to the 
U.S. than last year. 

The Council on Wage and Price Stability is working with sugar-
using industries to stimulate conservation in the use of sugar. 
The Council will also hold public hearings to examine the 
margins charged by sugar processors, refiners and distributors. 
The purpose of these hearings will be to ensure that the retail 
prices of sugar and sugar products are not unduly increased. 

more 
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In the past,, sharp increases in sugar prices have always 
been temporary because they stimulated offsettinr production 
increases of sugar cane and sugar beets. I have asked 
Secretary Butz to ensure that all American farmers are made 
aware of the excellent market opportunities offered by sugar 
beets and sugar cane, and to make sure that there are no 
governmental impediments to increased production. 

Early season contracting between farmers and processors 
could be very helpful in 1975, and long-term contracting 
between U.S. refiners and foreign suppliers could be very 
beneficial as well. Our traditional foreign sugar suppliers 
who have benefited from our sugar program in the past are 
also urged to continue providing sugar to our market. 

Finally, I have directed the Economic Policy Board to monitor 
the sugar situation on a weekly basis and to report to me 
any signs of speculation or market activity in world and 
domestic markets that would worsen the tight supply situation 
we face this year. 

The Administration recognized the inconveniences worked on 
the average American citizen by the current sugar situation. 
It will continue to do everything it can to improve matters 
and to remove some of the uncertainties for the future. 



FOR IMMEDIATE RELEASE . NOVEMifER 18, 1974 

Office of the White House Press Secretary 

------------------------~------------------------------------
THE WHITE HOUSE 

ESTABLISHMENT OF TARIFFS AND QUOTA 
ON CERTAIN SUGARS, SIRUPS AND MOLASSES 

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 

A PROCLAMATION 

1. WHEREAS, pursuant to section 201(a) of the Trade 
Expansion Act of 1962 (19 u.s.c. 182l(a)), on June 30, 1967, 
the President entered into a trade agreement consisting of 
the Geneva (1967) Protocol to the General Agreement on 
Tariffs and Trade, including a schedule of United States 
concessions annexed thereto (hereinafter referred to as 
"Schedule XX (Geneva--1967)", together with the Final Act 
Authenticating the Results of the 1964-67 Trade Conference 
Held under the Auspices of the Contracting Parties to the 
General Agreement, and, by Proclamation No. 3822 of 
December 16, 1967 (82 Stat. 1455) proclaimed such modi-
~ications of existing duties and other import restrictions 
of the United States and such continuance of existing 
customs or excise treatment of articles imported into the 
United States as were then found to be required or appropriate 
to carry out that agreement on and after January 1, 1968; 

2. WHEREAS, among such modifications and continuances, 
was Note 1 of Unit A, Chapter 10, Part I of Schedule XX 
(Geneva--1967); 

3. WHEREAS, Headnote 2, Subpart A, Part 10 of Schedule 1 
of the Tariff Schedules of the United States (19 u.s.c. 1202, 
hereinafter referred to as (TSUS)), which was added to the 
TSUS by Proclamation No. 3822 on the basis of said note 1 
referred to in recital 2, provides in relevant part as 
follows: 

2. The rates in column numbered 1 in items 155.20 
and 155.30 on January 1, 1968, shall be effective only 
during such time as Title II of the Sugar Act of 1948 
or substantially equivalent legislation is in effect in 
the United States ... Provided, 

(1) That, if the President finds that a particular 
rate not lower than such January 1, 1968, rate, 
limited by a particular quota, may be established 
for any articles provided for in item 155.20 
or 155.30, which will give due consideration 
to the interests in the United States sugar 
market of domestic producers and materially 
affected contracting parties to the General 
Agreement on Tariffs and Trade, he shall pro-
claim such particular rate and such quota 
limitation, to be effective not later than 
the 90th day following the termination of the 
effectiveness of such legislation; 

more 
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4. WHEREAS, Section 20l(a)(2) of the Trade Expansion 
Act of 1962 authorizes the President to proclaim the 
modification or continuance of any existing duty or other 
import restriction or . such additional import restrictions 
as he determines to be required or appropriate to carry out 
any trade agreement entered into under the authority of 
that Act; 

5. AND WHEREAS it is determined that the rates and 
quota limitation hereinafter established are appropriate to 
carry out the portion of a trade agreement referred to in 
recitals 2 and 3, and give due consideration to the interests 
in the United States sugar market of domestic producers 
and materially affected contracting parties to the General 
Agreement on Tariffs and Trade; 

NOW, THEREFORE, I, GERALD R. FORD, President of the 
United States of America, acting under the authority vested 
in me by the Constitution and statutes, including Section 
20l(a)(2) of the Trade Expansion Act of 1962 and in con-
formity with Headnote 2 of Subpart A of Part 10 of Schedule 1 
of the TSUS do hereby proclaim until otherwise superseded 
by law: 

(1) Subpart A, Part 10, Schedule 1 of the TSUS is 
modified by adding thereto a new headnote as follows: 

(3) The total amount of sugars, sirups, and 
molasses described in items 155.20 and 155.30, the 
products of all foreign countries, entered in any 
calendar year shall not exceed, in the aggregate, 
7,000,000 short tons, raw value. For the purposes 
of this headnote, the term "raw value" means the 
equivalent of such articles Interms of ordinary 
commercial raw sugar testing 96 degrees by the 
polariscope as determined in accordance with 
regulations issued by the Secretary of the Treasury. 
The principal grades and types of sugar shall be 
translated into terms of raw value in the following 
manner: 

(1) For sugar described in item 155.20, by 
multiplying the number of pounds thereof by 
the greater of 0.93, or 1.07 less 0.0175 for 
each degree of polarization under 100 degrees 
(and fractions of a degree in proportion). 

(11) For sugar described in item 155.30, by 
multiplying the number of pounds of the total 
sugars thereof (the sum of the sucrose and 
reducing or invert sugars) by 1.07. 

(111) The Secretary of the Treasury shall 
establish methods for translating sugar into 
terms of raw value for any special grade or 
type of sugar for which he determines that 
the raw value cannot be measured adequately 
under the above provisions. 

(2) The rate of duty in rate column numbered 1 for 
items 155.20 and 155.30 is established as follows: 

more 
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155.20 ........................ 0.6625¢ per lb. less 
0.009375¢ per lb. for 
each degree under 100 
degrees (and fractions 
of a degree in propor-
tion) but not less than 
o.428125¢ per lb. 

155.30 ........................ Dutiable on total sugars 
at the rate per lb. 
applicable under Item 
155.20 to sugar testing 
100 degrees 

(3) The provisions of this proclamation shall become 
effective with respect to articles entered, or withdrawn 
from warehouse, for consumption on and after January 1, 1975, 
and shall remain in effect until the President otherwise 
proclaims or until otherwise superseded by law. 

IN WITNESS WHEREOF, I have hereunto set my hand this 
sixteenth day of November, in the year of our Lord nineteen 
hundred seventy-four, and of the Independence of the 
United States of America the one hundred ninety-ninth. 

GERALD R. FORD 

# # # # 
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COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

ALAN GREENSPAN, CHAl~MAN 

WILLIAM J. FELLNER 
GARY L. SEEVERS 

Dear Mr. Pihringer: 

November 20, 1974 

Thank you for writing the President about the 
sugar problem. I assure you that he is very aware 
of the sharp rise in sugar prices and concerned 
about it. 

On November 18, the President announced his 
decision regarding duties and quotas on imported 
sugar. His statement is enclosed. I believe it 
is in line with the recommendations in your letter. 

Mr. Charles R. Pihringer 
President 

. The Chocolate House Inc. 
4121 South Thirty-Fifth Street 
Milwaukee, Wisconsin 53221 

Enclosure 

Sir1cerely, 

hv. i k~ 
Gary L j Seevers 
Member 
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FOR IMMEDIATE RELEASE 

~: This is enclosure 
that was sent w/ 
attached letters 

November 18, 1971-4 

Office of the White House Press Sec~etary 

--------. ---------------·------~-------··------.... ---·---·- ---·--·--~ .. ---···--... ---
THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I am announcing actions designed to {l) insure the · 
continued flow of sugar into this country from abroad and 
(2) encourage increased production domestically at the same 
time. The actions I am taking wi;I.l maintain duties on sup;ar 
imports at the lowest permissible ·rate under the Tariff 
Schedules of the United States. • 

The Sugar Act is scheduled to expire on December 31, 197'-1. 
If. no action is talcen, tariffs on imported sugar will rise 
about 1. 3 cents per pound on January 1, 1975. The law pro•-
vides, however, that the President can continue the current 
rates in force if his proclamation extending the rates 
includes a quota on sugar imports. I have~ thereforeJ de-
cided to extend the current tariff rates and will set an 
annual global quota of seven million short tons for 1975. 
That quantity is more than adequate to mee.t anticipated 
import requirements. At the same time~ it will ensure a 
degree of stability for our own sugar industry to operate 
effectively in a period of very tight supplies .. 

Although there is no risk we will run out of sugar, we may 
well experienc~ higher prices than we would like until pro-
duction catches up with demand. Users of sugar can help ease 
prices by buying wisely, conserving supplies and consuming 
less sugar. I urge all Americans to reduce the amount of 
sugar in cooking and to put in half the amount usually used 
to sweeten co:tee o~ tea. 

The world sugar supply has tightened markedly in recent nonths. 
For the past three crop years, world sugar production has been 
rising. But even so, consumption has exceeded production by 
a small margin. Crop setbacks this year in a nur;1ber of coun-
tries will prevent production from keeping pace with the 
normal growth of consumption. Since sugar production this 
year is expected to be about the same as last, ~1orldwide sugar 
supplies will continue to be tight. Because we in this country 
import about one-half of the sugar we consume, we are directly 
affected by this worldwide problem. So far this year, our 
forei~n suppliers have shipped 10 percent more sur,ar to the 
U.S. than last year. 

The Council on Wage and Price Stability is working with sugar-
using industries to stimulate conservation in the use of sugar. 
The Council will also hold public hearin5s to exawine the 
margins chareed by sugar processors, refiners and distributors. 
The purpose of these hearings will be to ensure that the retail 
prices of sugar and sug~r products are not unduly increased. 

more 

(OVER) 
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In the past,, sharp increases in suBar prices have ·always 
been temporary because they stimulated offsettin~ production 
increases of sugar cane and su6ar beets. I have asked 
Secretary Butz to ensure that all Anerican farmers are made 
aware of the excellent market opportunities offered by sugar 
beets and sugar cane, and to make sure that there are no 
governmental impediments to inc1•eased production. 

Early season contracting between farrn.ers and processors 
could be very helpful in 1975, and long-term contracting 
between U.S. refiners and foreign suppliers could be very 
beneficial as weil. Our traditionaL.foreign .sugar suppliers 
~ho have benefited fro~ our sugar _prdgram in the past are 
also urged to continue providing sugar to our market. 

Finally, I have directed the Economic Policy Board to monitor 
the sugar si tuat~on on a weekly basis and to rep_ort to me 
any signs of speculation or market activity in world and . 
domesti~ markets.that would worsen the tieh't supply situation 
we fac~ this year. _ • 

The Administration recognized the inconveniences worked on 
the avera,ge American citizen by t~e current su~ar situation. 
It will continue to do everything it can to improve matters 
and to remove some of the _uncertainties _for the ~ut_ure . 

• # # # 
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COUNCIL ON INTERNATIONAL ECONOMIC POLICY 

December 10, 1074 

FOR: Norm Ross, Domestic Council 

FROM: Skip Hartquist, General Counsel 

SUBJECT: Sugar Act 

Per our conversation, attached is a copy 
of the memo to the EPB regarding the 
Sugar Act. 

Attachment 
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December 8, 1974 

TO : The Executive Committee of the Economic Policy 
Board 

FROM : W.D. Eberle, Executive Director of CIEP 

SUBJECT: The Proposed Revisal of the Sugar Act 

A last ditch effort may be made _this week by the House 
Agriculture Committee to seek an extension of the Sugar Act. 
The minority counsel of the House Agriculture Committee has 
solicited White House views on tr..is ·initiative. He believes 
that a bill can be passed in the short session provided the 
White House is not opposed. 

The White House can (1) support the ·extension; (2) 
remain neutral -or (3) oppose it~ 

I recommend that the Executive Committee propose Option 
III to the President. An extension of the Sugar Act would 
not alleviate the present sugar situation. Iri fact, although 
it is doubtful that legislation could be passed even with 
Administration s~pport, consideration would raise the possi-
bility that the Sugar Act woul~ be renewed and would intr-::>duce 
an unhealthful degree of uncertainty into the sugar market. 
Administration opposition also could prevent time consuming 
consideration of the bill which would take away time from 
important Administration priorities. 

At this stage, low keyed opposition limited to discrete 
indications to key House members will probably be sufficient 
to nip the initiat_ive in the bud. Such opposition can be low 
keyed enough so as not to put the President in conflict with . 
elements favoring the Act including their Congressional sup-
porters. This would also leave the responsibility with Con-
gress for any consequences arising from the failure to enact 

• legislation. If the President approves this Option, I sug-
gest that my deputy, Mike Dunn, be given the responsibility 
for discretely making the necessary Congressional contacts. 

Attachment: Paper on Options on Suga_r Act Extension 



Options on Sugar Act Extension 

Problem: 

The White House must respond to a request by the Republi-
can Counsel of the House Agricultural Corn.~ittee for its ·posi-
tion on proposed sugar legislation this session. Some 
indication of Hhite House opposition may be sufficient to 
head off this initiative. 

Background: 

1. The Sugar . Act expires December 31, 1974, unless 
legislation is passed this session extending it. In expec-
tation of the expiration of the Sugar Act and to prevent 
an increase in· the tariff, the President announced a 7 mil-
lion ton global sugar quota which is large enough ·not to 
restrict expected imports. 

2. The price of sugar is at an all time high and domes-
tic interest in the . subject is intense. Renewal of the 
Sugar Act does not provide a: solution to the price problem. 
Although prices have recently declined from all time highs, 
they are still over 400% higher than last year. The Act 
was designed for a surplus situatio~ whereas we now face a 
sugar shortage. 

3. The Administration position thus far on sugar legis- • 
. ·lation has been to leave initiative on this issue to Congress. 

However, a last ditch effort may be -made by the House Ag~i-
culture Committee next week to seek extension of the Sugar 
Act. 

OPTION I 

. The White House should indicate it supports the initia-
·tive for sugar legislation this session. 

PRO: 

1) Presidential support may prevent the expiration of 
an Act that has provided an element of certainty 
as to U.S. sugar policy for 40 years. For example, · 

-some domestic and foreign producers claim that 
assured market access stimulates investments needed 
to expand sugar production capacity. 

2) Presidential support would be well received by 
certain interest groups benefiting from the Sugar 
Act, such as producers who receive support payments, 

... ; . . ... 
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CON: -
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farm laborers who receive higher wages under pro-
visions of the Act, and some refiners who are pro-
tected by the refined sugar embargo. 

1) . The Sugar Act has done nothing to stem the rise in 
prices . . The present situation requires new concepts. 
A simple extension ·or amendment of the present legis-
lation would only create false expectations that 
relief from high prices would be forthcoming in 
1975. The short period of time remaining in the 
current session will not allow adequate considera-
tion for developing new concepts. 

2) Presidential support of a sugar act .would create 
further uncertainties as to sugar policies since the 
President already announced a program for 1975 pred-
icated on the assumption that the act would expire 
on December 31. This action was well received by 
both producers and consumers. 

OPTION II 

The White House should not take a position~ continuing 
. to leave the initiative exclusively with Congress. 

PRO: 

1) Given the short period of time and the conflicting 
views of various producer and consumer groups, this 
Congressio~al initiative may not succeed in any 
event. 

2) Neutrality will enable the ·Administration to remain 
out of the crossfire between proponents and opponents 
of the sugar legislation. By taking a strong posi-
tion before such leaders as Senator Long and others· are 
on record, the Ad~inistration may be placed in need-
less conflict with them. 

3) Remaining neutral would be consistent with the pre-
vious Administration position and not give Congress 
the opportunity of using the pretext of a Presidential 
position to absolve themselves from responsibility 
for the current sugar situation. 
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CON: -
1) Neutrality as opposed to outright opposition ciay 

not be sufficient to head off time consuming con-
sideration of this matter at the expense of priority 
administration legislation, specifically the Trade 
Reform Act. 

2) Neutrality leaves open· the possibility that the Act 
might still pass. 

3) By not taking a position the President would leave 
the Administration open to charges of indecisiveness. 
Those who both favor or oppose the legislati~n may 
feel· let down by the President. 

OPTION III 

PRO: 

The White House should oppose the initiative. 

1) Trade decisions for 1975 have already been made on 
the basis of expiration of the Sugar Act. Opposi- · 

• tion at this time will probably ki 11 the ·congres-
sional initiative and prevent renewed uncertaim:ies. 

·2) At this time, Presidential opposition can be low 
keyed, preventing the possibility of having to take 
a controversial public position later on. This 
would avoid intensified conflicts with proponents of 
the bill and win the approval ' of· the. many- groups 
against extension of the Sugar Act ·- ·cane · sugar 
refiners, industrial users, and household consumer 
groups. 

CON: 

3) If opposition is successful in nipping consideration 
in the bud, time would not be diverted from other 
Administration priorities. 

• . 1) Would involve the President in the Sugar Act dis-
cussions when it may not be necessary, thereby 
causing needl~ss conflicts with Congressional pro-
ponents of the Act. 

2) By taking a position at this· time, the President 
gives up the flexibility of responding . when Congres-
sional sentiments become more app~rent. 




