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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Invéstigation No. 104-TAA-7

SUGAR FROM THE EUROPEAN COMMUNITIES

Determination

revoked. 2/

Background
On March 28, 1980, the U. n 8 al

iigggglssion received a
&
.mulssioﬂgiié> European Communities for

de Agreements Act of 1979.

request from the Delegatiorp
an investigation under c
On September (23, 19

the Dep Commerce published a notice in

the Federal Begister of final s of its first annual review of the

net amouégégigiéﬁ sub31dy<§§§§§§§§gg to sugar from the European Communities.

fﬁ sec. 207.2(j) of the Commission's Rules of
CFR 207.2(3)).
ners Ecke Frank, and Haggart determine that an industry in the

if the order were to be revoked. Chairman Alberger, Vice Chairman
Calhoun, and Commissioner Stern find that an industry in the United States
would not be materially injured, or threatened with material injury, nor would
the establishment of an industry in the United States be materially retarded,
by reason of imports of sugar from the European Communities covered by
countervailing duty order 78-253, if the order were to be revoked. Section
771(11) of the Tariff Act of 1930, as amended, provides, in part, that if the
Commissioners voting on section 104 investigations "are evenly divided as to -
whether the determination of the Commission shall be affirmative or negative,
the Commission shall be deemed to have made an affirmative determination.”




Subsequent to that determination by Commerce, the U.S. International Trade
Commission, pursuant to section 104(b)(2) of the Trade Agreements Act, on

January 27, 1962, instituted investigation No. 104-TAA-7 on Sugar from the

European Comrunities, which currently enters under item 155.2C andtem 155.30
of the Tariff Schedules of the United States, to determine whetlle

in the United States would te materially injured or t

injury, or the estatlishment of an industry in the
materially retarded, ty reason of imports of s r covere

countervailing duty order if the order were to ked.

Notice of the institution of the Coéﬁiégisn's sti d of a
@;;Eb Cffice of the

public hearing was given ty postin coo t@ noti

Secretary, U.S. Internaticnal Tra C 354 Was ngilﬁy L.C. 20436, ard
by publishing the notice in t @\R iste o:ilary 3, 1682 (40 F.K.
505¢). The hearing was h g;>>p\Q;:Q, ashington, D.C., and all

persons who reques rtunity itted to appear in person or by

d the o
counsel. The €ommission vote on thfg§§§§§ vas held in pultlic session on

May 6, 158 S

-




VIEWS OF COMMISSIONERS ECKES, FRANK, AND HAGGART

Imports of sugar from the European Community'(EC) ha been subject to a

countervailing duty order 1/ since July 31, 1978. gy Based\o he record

developed in this investigation, we conclude that jon of this
countervailing duty order would result in eat erial injury to the

sugar industry in the United States.

In making this determination, we particularly on the FC sugar

policy, the large surplus of EC su availableé for\exporty and the volatility

of the domestic and intern iorgarket@
The Domestic Industry <:;izf$ ‘
Our initial co @ g ] th@%ﬁion of the relevant domestic

industry ag he/ jmpac Q;§z§5 subject imports must be assessed.
Section 771(%)(A) of Tar <§§§§}Df 1930 defines the term "industry” as:
a

whgle of a like product, or those producers whose
S !

product constitutes a ma jor proportion of the
n of that product.” The term "like product” is, in
tion 771(10) as meaning: "A product which is like, or in
the absence of like, most similar in characteristics and uses with, the
article subject to an investigation under this title.”

The scope of the outstanding countervailing duty order under

consideration covers generally "sugar from the EC."” Sugar is derived from the

1/ T.D. 78-253.
2/ 43 F.R. 33237.



juice of sugar cane or sugar beets. The refined sugar product derived from
sugar beets is not distinguishable from that of sugar cane inasmuch as both

are virtually chemically pure sugar. 3/ We conclude that the like product for

purposes of this investigation consists of both beet and cane sug

countervailing duty order. Therefore, we have dete "industry”

for purposes of section 771(4)(A) should include growers, ocessors, and

\ N

S s--éﬁ’some mp ent since the

refiners. ﬁf

Present Condition of the U.S. Industry

gar im s« U.S. sugar

g;;§}regularly since 1979.
A r@§§§§j and sugar beet processors
Dur %@ 4d 1978, U.S. producers held

eclined through 1981.

Capacity utilization

increased from 1979 to 1981.

President is authorized to impose under section éz of the Agricultural

3/ Report A-3.

E] Commissioners Eckes and Frank refer to the discussion of the appropriate
industry in the Majority Opinion in Lamb Meat from New Zealand, Inv. No.
701-TA-80, p. 6-10. -

5/ Report A-25.




Ad justment Act of 1933 (as amended). Title IX of the Agriculture and Food Act

of 1981 established the most recent price support loan program for sugar. 6/

Recent Developmenté in International Sugar Trade

EC policy and the sugar surplus—--The current world mark for sugar is

characterized by surpluses and depressed prices. declined

since October 1980. 7/ A major contribution to t s sugar from

the European Community. 8/

The EC's Common Agricultural Policy ) with r ect to sugar is one

ﬁhich, through guaranteed prices, encourag hereby creating
large sugar surpluses. These surplus are e he> benefit of
subsidies. 9/ The EC productie designates three
categories of internal sugar ay~—B" quota, and "C”
sugar. The "A" or basic supposedly set to meet

internal EC consumpt

negotiations, ey usua e bat levels greater than

consumptjion. TAX and " quot§g§§3¥5 er constitute approximately 128.5

percent of aphual EC suga mption. &9/ To the extent that subsidized "A"
ét:jﬁg\\ r encour tivation of "C" sugar, it, too, is suhsidized.

@ / vé\;ggf A-5. N\
/ Report A-35.
E] Report A-17.

The EC's subsidies on sugar exports are-currently being challenged under
the Subsidies Code as a result of a petition filed pursuant to section 301 of
the Trade Act of 1974, as amended. In addition, Australia and Brazil, along
with ten other countries, have filed a complaint under Article ¥XIIT of the
General Agreement on Tariffs and Trade (GATT) because of the EC's failures to
respond to a previous panel determination that the EC's subsidies violate GATT
Article XVI(1l).

10/ Report A-2.



While "A" and "B" sﬁgar may either be sold domestically or exported, "C" sugar
.Jmust be exported by the close of the calendar year or the producers run the

risk of losing a portion of their subsidies. 11/

For the crop year 1981/82, the intervention price for "A" "B" sugar

was increased by 8.5 percent and for the 1982/83 crop, p{gli p cussions

t > s gﬂb >~y has
ose in>recent

has bee eferred to as the

indicated an additional 9 percent increase. The res

been a "mountain of sugar” which the EC has had t

years. This has led to the development of wha

EC's common export policy tor sugar. The exces f\EC sugar production over

ons year since

EC sugar consumption was more than 3 mi on met
1976/77 and nearly 5 million metric t r %81/82.
h ed o&@f
<

xcesses coincide

with a large world surplus of suga - the "sugar

tiizgiaonal trade in sugar, avoid

adequate sugar supplies, the

ugar negotiated the International

e Uriited States is a member of the ISA; but

nder the current terms of the ISA, the United States is permitted to
!

import 5,109 metric tons of sugar from nonmember countries, which includes the

EC. The council of the International Sugar Organization established by the

11/ A detailed discussion of the EC's CAP with respect to sugar is found in
the Report, pp.A-2-3, A-14-18, and A-34-36,
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Agreement is charged with monitoring imports and exports from member and
nonmember countries and periodically adjusts quotas according to changes in
world supplies and prices. The Council's quota restrictions for the United

States in recent periods are shown in Appendix D of the

In addition to this international effort, the United

|

imposed antidumping duties on imports of sugar from ge Ei> ember states.
On May 16, 1979, the U.S. International Trad mﬁ§§§$§§% orted to the
Secretary of the Treasury its unanimous determination that an industry in the

the importation of sugar from
Belgium, France, and West Germani§§¥§§;: 3 partm the Treasury had
determined was being, or was 1li t e, sold a than fair value

<§2§§§?§s deterSQZgE}on, Treasury imposed

dumping duties on any LTKV : orts %’countries in question,

(LTFV). As a result of the

entered on or atter 197%{;:55
Finall plu g§§3§9 ugar prices which threatened the U.S.
sugar price upport ram, resident recently imposed a sugar import
<§§§§§%e period between May 11, 1982, and June 30,

th 22 other countries and areas, was allocated a
ual to 5.9 percent. The other FC countries received

quota may be modified at any time.

12/ The President took this action pursuant to Headnote 2 of Subpart A of
Part 10 of schedule 1 of the Tariff Schedules of the United States. Pursuant
to Section 22 of the Agricultural Adjustment Act of 1933, the President
simultaneously modified the fee system implemented by Proclamation 4887 of

Dec. 23, 1981, so as to make it compatible with the quotas.



Likely Effect of Removal of the Countervailing Duty Order

- In a section 104 review investigation, the Commission is to assess the impact
that revoking an existing countervailing duty order will have on the

appropriate domestic industry. In explaining the reasons for includ
section 104, the Committee on Finance report notes: &
Under section 701 of the Tariff Act of 1930 .
x fr
that t

satisfied. Countervailing duty ordersg effect on
effective date of new section 701 of tl Lff Act with

respect to products from a country to which t mater
injury test of new section 701 wfi%iggbap\ ere

u
. Se
104 of the bill provides for a wNof these o @Q r
the purpose of making an i rmif3tion _3/
: the ng f subsidized
o e future impact of

o so, we conclude that if

Therefore, Congress intended the I

imports and to make a material
these imports if the order
the order were revoked, subsi ed EC impar 1d present a "real and

imminent"” threa f ma al igjury té§;§5§gomestic industry.

As discu d ve, both t gion of the domestic industry and the

eflect t dictable and volatile nature of trade in

remedial measures. In contrast, the program

d certain. There is nothing in the regord of this investigation

which suggests that the EC will deviate from this policy in the future. 14/

13/ S. Rept. No. 96-249, p. 198. .

14/ The EC requested this review investigation, but did not participate in
the hearing. Recent changes in the Community's sugar program were outlined in
a letter to the Commission. (See Appendix C to the Report). The Department
of Commerce is charged with the responsibility of determining the impact of
these changes on its determination of subsidy practices by the FC.



Without the protection of the countervailing duty order, the domestic
industry would be threatened with material injury in light of FC subsidization
and aggressive sugar production. Presently, the EC will have over 5 million

short tons of sugar available for export from the 1981-82 c - 15/ This

amount alone almost equals total U.S. imports for l9§%; Soviet
Union, the United States is the largest importer of s i world lﬁ/ and
most assﬁredly would be a market targeted by t > fo al f its surplus in

/4

the absence of a countervailing duty orde
Importantly, the legislative history ing the definition of the term
"material injury” indicates that Coéﬁis§§>an ted ial problems in
determining whether an industry p an agric ommodity is

<
7

materially injured. 17/ Secti ) indicat hat the Commission shall

consider in the case of agr ncreased burden on

pro;éé%i}b e demonstrated instability

and volatility h rac zes stic sugar commodity market point

to the certain verse)\ impact Qgiggggigﬁall amounts of subsidized imported
the U.S. su program for sugar as well as on domestic

here er factors which would affect future levels of

government income or pri

éd’ sugar imports from the EC, reliance on these factors to restrain

5/ According to the submission made by the Department of Agriculture, the
EC's share of the free world market has increased from 3.4 percent in 1975 to
over 18 percent in 1981.

16/ Report A-21.
17/ S. Rept. No. 96-249 p. 88.
18/ Report p. A-33.
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such imports cannot be justified in this case. One of these factors is the
outstanding antidumping order; but, the existence of this order does not
provide sufficient assurance regarding future levels of imports. Most

importantly, the antidumping order fails to cover seven of the EC member

states. Those countries not covered by the antidumping dier ally

have demonstrated the capacity to produce significant.amg §§§§§§> for
export. 19/ '

The countervailing duty order and the a

and distinct unfair trade practices. It is appd

Congress envisioned situations

q§§i£9 ies would be

required. 20/
The statemen rom<§§§§§> roduc {3 Appendix C of the report
ints

(referenced above) a second or affecting future levels of

©)

ISA nonmember quota. Reliance on this

native o e fmport levels is unsound, however. The quota
t’any time, and has been altered significantly in

esponse to changes in the world sugar market. Indeed, as

!
suspended completely. Subsequently, the quota was reinstated and

19/ Report p. A-23 & 24; tables 7-10
20/ Taritf Act of 1930, as amended § 772(d)(1) (D).

10
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adjusted. 21/ Further, even though legislation has been introduced to extend
U.S. membership in the ISA, future membership beyond 1982 remains uncertain.
If the United States were not a member, EC sugar imports would no longer be

subject to the nonmember quota.

world sugar market. The intent of the Subsidies

assessment of the impact 3 fro considerations which
underlie such agreements re51dentié§§§§§§§:§ under the Headnote
authority. This process <§;§§i§9 afford(gi;ég ties with predictability
in that assessment. Rel ¢ ®ain amount and duration to

sugar imports is misplaced. To
i and exporting countries alike with an
which is less than Congress clearly

%giisghts future trade relationships in this

<
ertainty and policy considerations which our

eliminate. Therefore, the uncertainty of these
scope of the antidumping order preclude us from relying
on them in assessing the impact revocation of the countervailing duty order

would have on the domestic industry.

21/ See "Outline of Quotas, Duties, and Fees on Sugar,” in Appendix D of the
Report. Since Jan. 1, 1980, the quota for nonmembers has been 93,816 short
tons, suspended for over a year, reinstated at 74,384 short tons, adjusted to
5,987 metric tons, and further adjusted to the current level of 5,109 metric
tons.

11
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Conclusion
Our determination i;~based primarily on our assessment that the EC will
coﬁtinﬁe to subsidize exports and that the resulting enormous surplus would
have serious effects in already unsettled U.S. and international sugar

markets. We find that a revocation of the countervailing duty ordex \will

threaten material injury to the U.S. sugar industry. <><§££i§§ii}i>

12
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VIEWS OF CHAIRMAN ALBERGER, VICE CHAIRMAN CALHOUN, AND COMMISSIONER STERN

Imports of sugar from the Furopean Community (EC) have been subject to a
countervailing duty order since July 31, 1978. 1/ That order before us for

review pursuant to section 104(P) of the Trade Agreemefits 9. Based

on the record developed in this investigation, we n )& revocation

of this countervailing duty (CVD) order would n ult material injury or

the threat of material injury to, or in t terial r rdation of, an
industry in ‘the United States. Wjij%;;§§>

In arriving at this decision, W;Q%§¥§>con ed stich\maxket factors as

§:>iap025§ froﬂiﬁfg%ig’ Belgium, and West
s and duti ur t to Presidential
N

sugar quota osed pursuant to the
International Sugar < &) and §§;§§§nt to Presidential Proclamation
4941, as well theA&fa orsn the performance of the domestic
industry. ec ined)effect §g§§§5

fees, a quotas insures v.s. industry will not be adversely affected

the existence of antidumping duki

Germany, the existence of impo

Proclamation 4940, the existe

ntidumping duties, import duties and

b ow- c EC sugar order is revoked.

Q’ﬂw Do Industry 2
Our initial consideration is the definition of the relevant domestic

industry against which the impact of the subject imports must he assessed.

Section 771(4)(A) of the Tariff Act of 1930 defines the term "industry” as

1/ T.D. 78-253, 43 FR 33237.

2/ It is the view of Vice Chairman Calhoun that, since this case arises
under section 104 of the Trade Agreements Act of 1979, the task before the
Commission is to determine whether a domestic industry would be materially

(Footnote Continued)
13
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The domestic producers as a whole of a like product, or
those producers whose collective output of the like
product constitutes a major proportion of the total
domestic production of that product.

The term "like product” is, in turn, defined in section 771(10) meaning

subject to an investigation under this title

The scope of the outstanding CVD order under

generally all sugar from the EC whether derived—£from suga eet or sugar

ets is not

market place. 3/ We conclude ther

like the imported sugar is sugar d

production. With beet su
beets to refined s
ugar cane raw sugar before it is sold to
uce nd, product, refined sugar. Other sugar

hooprocess the cane into raw sugar and who in

Commission determines whether a domestic indusitry is materially injured or
threatened with material injury by reason of the imported merchandise under
investigation. Since no standards or guidance is given for section 104
determinations, he has in prior cases used the standards and analytical
methodology employed in our Title VII cases for guidance in determining what
would happen if duties were to be revoked. In this case, the standards and
methodology of Title VII are particularly useful as there have been no duties
imposed in the past year, making data from that period especially helpful in
predicting what would occur without the duty. Thus, when Title VII language
and theories arise in this opinion it is, for his purposes, based on the above
rationale. ) 14
3/ Report A-3.
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turn sell it to refiners."lhus the structure of the system for producing
sugar is highly interdependent. Naturally, then, any impact of imports on the

processors and refiners would be directly felt by the growers, a situation

which is not unusual in the agricultural sector. Because this degree of

interdependence and integration among growers, proczgsor; finers, we
|

have determined that the producers of the like produ re

sugar cane and sugar beets and those who pro anggisgga then
Consequently the "industry"” for purposes of sectio 71(%4) (A) should include
growers and processors and refiners. é/<§§2::ii>

Present Condition of the U.S. Indu&% I@

The U.S. industry has b recent period. Today

antidumping duties and quot3 p du (Egéé%ees, as well as

countervailing duties, from the European Community

(EC).
U.S. sugar produ on
p ncr ed

ly
, whit%%n crop year 1979/80 to 5.77 million

ch\yeaw since, reaching 6.51 million short tons in

%h for both cane sugar refiners and beet sugar

gince.™ From 1978 to 1981, the U.S. sugar processing industry became
ycreasingly profitable. 1In particular, for the beet sugar processing
industry, the net operating margin increased from a negative 2.0 percent in

1978, to 1l4.4 percent in 198l. Similarly, the net operating margin of cane

4/ Report A-8-11
5/ Report A-28.
6/ Report A-25.

15
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sugar refiners increased from 3.1 percent in 1978 to 5.3 percent in 1981. For
those processors that are cooperatives similar trends are evident for their
operations. 7/ 1In sum, since 1978 the performance of both U.S. sugar-beet

processors and sugar cane refiners has been improving.

<
Likely Effect of Removal of the Countervailing Duty Order
re Co

In a section 104 review investigation, the task ssion is

to assess the impact the revocation of an existing counter ling¥duty order

will have on the domestic industry.A

U.S. imports of sugar from the EC incr ed s g;;j) fro ort tonms,

raw value, in 1974 to 83,426 short tons, (¥ ' , in 197§§§i§3 owing the

imposition of anti-dumping duties on<§;§3§§£§: ] g;;%%um and the

Federal Republic of Germany,'coun; v n tie g;%gpé%gar and the

imposition of quotas on EC s gé%%éizil to giZeg%\ational Sugar Agreement

(ISA) imports from t fe s in .1l short tons, rose to 71
to

short tons in 1980 and\fell a

ons in 1981. Since 1974 such
t2> 1 percent of domestic consumption.
ledged that imports from the EC are a

rket. However, these producers maintain

which is in turn reflected in the U.S. price. 8/ Even accepting, arguendo,
that EC world exports impact adversely on U.S. market prices, we do not think
this argument is relevant to the case before the Commission. ‘In a section 104

review, the Commission's task is to determine the impact of imports on U.S.

7/ Report A-30-A-33.
8/ Hearing transcript p. 8.

16
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producers if the countervaiiing duty order is revoked. Thus, the effect on
U.S. producers of EC exports to the world market rather than to just the U.S.

market is irrelevant to our determination under section 104. Moreover if the

impact of EC sugar is through its worldwide marketing we fa to understand
how a countervailing duty ordqr affecting exports tothe
have remedial effect. Revocation of the order weyl

the world market nor their impact on world p

direct impact of EC subsidized expor T igégg%?@ only indirectly
on U.S. prices, we do not thiank al 3 ?iiﬁ§ tion in this case
3 atu
<
from(the ver the past 3 years

ition of the antidumping duties on
i the Federal Republic of Germany on

&

stble imports of EC sugar. Under the ISA quota

could be defended within the

on of the ISA quota regime on January 1,

rts to the U.S.--including those from the
eed 5,109 metric tons a year. Compared to total
mports 6f 5,013,704 short tons raw value in 1981, this is a minimal amount

ch, even if sold at well below the prevailing market price, would not

materially affect the U.S. industry. 9/

9/ In a previous ITC report on sugar, Investigation 22-41, April 1978&, the
pr?be elasticity of demand was found to be inelastic. MNevertheless, a small
increase in the quantity of sugar available to the market, such as 5,000 toms,
would be unlikely to have a significant effect on a daily price quote, and
would have negligible lasting effect on the price over any period of time.
Staff briefing of Commission at meeting, May 6, 1982.

17
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Today the U.S. sugér industry is further protected by quotas imposed by
Presidential Proclamation 4941. As of May 11, 1982, only France of the FC

member states may export sugar to the United States, and its quota allocation

other countries. From May 11, 1982, to June 30, 1982, thg>
mere 220,000 short tons, raw value, compared to an

approximately 10 million short tons.

protection to the domestic industry.

EC originate in the three countries to wh As

dditional

ordge rgprovi%
the @g%iﬁfbAct of 1930, as
@9

the larger of the

Proclamdtion are subject to modification. However, it is specifically
provided that quotas proclaimed pursuant to the Presidential Proclamation will
be in accordance with the ISA. Modification of the ISA quotas are a function

of the prevailing world price, quotas falling only as the price rises, thereby

10/ Staff briefing of Commission at meeting, May 6, 1982.
18
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ensuring continued protection of the domestic industry. As to the possibility

that the EC may join the ISA and thereby no longer be subject to the

non-member quota, we note the letter from the EC to the Commission dated

imports which would adverse
of the Commission in a se on to forecast the effect of

revocation of the counte he domestic industry. 1In so

doing, we must co & a whi t the condition of the industry as
they exist the ti of the dete tion. Mere conjecture as to future
ot

eventsis n propriate even f a threat of material injury argument. It

is n ou Tre speculation as to what future market

ll/ "In determining whether an industry in the United States is threatened
with material injury, the ITC will consider the likelihood of actual material
injury occurring. It will consider any economic factors it deems relevant,
and consider the existing and potential situation with respect to such
factors. An ITC affirmative determination with respect to threat of material
injury must be based upon information showing that the threat is real and
injury is imminent, not a mere supposition or conjecture. The 'threat of
material injury' standard is intended to permit import relief under the
countervailing duty and antidumping laws before actual injury occurs and

(Footnote Continued)
19



20

Having considered‘the current healthy state of the U.S. sugar industry
and the existence of other forms of protection against EC sugar imports, we
determine that revocation of the countervailing duty order will not result in

material injury or threat of material injury to the U.S. sugar ind ry.

&\%

(Footnote Continued) ; : .
should be administered in a manner .so as to prevent actual injury from
occurring. Relief should not be delayed if sufficient evidence exists for
concluding that the threat of injury is real and injury is imminent.” S.

Rept. No. 96-249 at 88-89Y.

20



INFORMATION OBTAINED IN THE INVESTIGATION

Introduction

) published in
determined
m bounties

On July 31, 1978, the U.S. Department of Treasury (Trea
the Federal Register (43 F.R. 33237) a notice stating that

Accordingly, imports into the United States of s i_the EC,
currently provided for under items 155.20 and 1ff Schedules
of the United States, were subject to counter The net amount
of such bounties or grants was determined to be 10. per pound of sugar.

In January 1980, the provisions of t\{itle rade Agreements Act of
1979 became effective, and the authority f ] the countervailing
duty statute was transfered from Treasury to\k ent of Commerce
(Commerce). As required by section 7
Commerce has conducted its first ay

ministratiy iew of the
countervailing duty order on
preliminarily determined that

3 jJult, Commerce,
gié%ifonferred on such sugar

during the period July 1, 1976 . 19805 was 3.5 cents per pound
of sugar and that that rate(wouyld 3 é%imated duty deposit rate
on any entries until comple strative review, and that
liquidation of such ent On September 23, 1981, a

oY dtrative review on sugar from the
EC was publishg F.R. 46984). Commerce's final
determination pinary determination. 1/ Therefore
Ly rom the EC, or entered or withdrawn
after September 23, 1981, is subject to a
of sugar.

fion 104(b) of the Trade Agreements Act of 1979 with
T N e EC. The Trade Agreements Act of 1979, subsection
Commission, in the case of a countervailing duty order

svernment or group of exporters of merchandise covered by the order, to
conduct an investigation to determine whether an industry in the United States
would be materially injured, or threatened with material injury, or whether
the establishment of such industry would be materially retarded, if the order
were to be revoked. On January 27, 1982, the Commission instituted
investigation No. 104-TAA-7 on sugar from the EC. Notice of the institution
of the Commission's investigation and of a public hearing to be held in
connection therewith was duly given by posting copies of the notice in the
office of the Secretary, U.S. International Trade Commission, Washington, D:C.,
and by publishing the notice in the Federal Register.on February 3, 1982 (40
F.R. 5058) 2/ The hearing was held on April 5, 1982. The final action--i.e.,

notification of Commerce of the Commission's determination--is scheduled for
A-1

l/ Copies of Commerce's notices are presented in app. A.
2/ A copy of the Commission's notice of investigation and hearing is shown
in app. B.



May 14, 1982. However, the statutory deadline is 3 years from the date of
receipt of the request for investigation by the delegation of the Commission
of the European Communities, or, in this case, by March 28, 1983.

Nature and Extent of Subsidies Being Provided
<
]

The Department of Commerce's administrative review o e
duty order on sugar from the EC covered the period J 1 s
in
d
) o

axvailing
ough June

ermination
rantee fund,

the EC. After

, Commerce decided

30, 1980. The countervailable program cited in Co
is export restitution payments made under the guidanc
which is operated under the Common Agriculture Policy
reviewing comments received during its admin
that no change should be made to the estimat
per pound of sugar) as published in the
noted that export restitution payments
movement in world sugar market prices.
Commerce's review, export restitution

pound. The rate calculated by Co ‘

subsidy given to all sugar exporte r the) EC duringl\the review period.
s uga gﬁ in the European

which Qggtg hree accounting

1

Community are subsidized under

categories or designations f the duced in the EC. The first
two categories, labeled and” "B ounts for which exports are
subsidized, and t rd,\labe "C, "D ss production over the quotas
for which exports are not T , "B", and "C" sugars are

completely fungible\ and

speg§§2§§> gnations are for accounting

quota equx §>105 percent of annual human sugar

e EC, and quota equals 23.5 percent of the "A"
"A" and Ny equal about 128.5 percent of annual EC
Al11<sug produced in excess of "A" and "B" quotas is "C"

gar is §§«= allly about 10 percent of EC sugar production,

gar the level of "C" sugar is much higher than
the CAP, a marketing year runs from October 1 to the following
The harvest of sugar beets in the EC begins in early October
generally completed sometime in February. The exact amount of excess
"C" sugar is not known until October of the following year. "A" and "B" sugar
may be sold domestically or exported. However, all "C" sugar must be exported
by December 31 of the given year, or the producer may lose part of his
subsidy. The subsidies are paid to producers after the end of the marketing
year and are based on annual EC human sugar consumption.

On July 1, 1981, the EC instituted a new program, under which quota sugar
became subject to levies. Ideally, the levies exacted from producers would be
sufficient to offset export restitution payments in a given year. However,
the levies do not apply to quantities of exported sugar equivalent to
preferential imports, nor can they exceed certain levels. Because of A-2



A-3

surpluses and depressed prices in the current world market, it is unlikely
that the levies for the 1981/82 crop year will cover export refunds. Under
these circumstances, the deficit is added to the amount to be covered by the
levy in the following year. A copy of a statement by the delegation of the
Commission of the European Communities explaining this program is provided
in appendix C.

I &
The Produc <§§§§§>
Description and uses

Four products constitute the bulk—of the su , sirups, and molasses
provided for in items 155.20 and 15530 of the Tariff Schedules of the United
: quid sugar, and invert sugar sirup.

Refined, 1.e., pure sugar,
sucrose, which is derived eit f
or the processing of sugar be
plants, usually grown in to avoid disease and pest
problems from growing two y)in the same field). The

&€ successi

United States, Canada, (g accounr ¢lrtually all sugar made from
sugar beets. Sugar cane 1$"%g ' (S Q‘Lpﬂcal plant. Unlike most sugar
beets, which are cg 2 ned sugar in a single operation,
sugar cane 1is f<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>