SUGAR FROM BELGIUM, FRANCE,
AND WEST GERMANY

Determinations of Injury in
Investigations Nos.
AA1921-198, AA1921-199,
and AA1921—-200 Under
the Antidumping Act,
1921, as Amended

USITC PUBLICATION 972
MAY 1979

United States International Trade Commission / Washington, D.C. 20436



UNITED STATES INTERNATIONAL TRADE COMMISSION

COMMISSIONERS

Joseph O. Parker, Chairman
Bill Alberger, Vice Chairman
George M. Moore
Catherine Bedell

Paula Stern

Kenneth R. Mason, Secretary to the Commission

This report was prepared principally by

T. Vernon Greer, Office of Industries

John M. MacHatton, Supervisory Investigator
Office of Operations

Address all communications to
Office of the Secretary
United States international Trade Commission

Washington, D.C. 20436



CONTENTS

Determination of the Commission--
Statement of reasons of Chairman Parker, Vice-Chairman Alberger, and
Commissioners Moore and Bedell--
Statement of reasons of Commissioner Stern
Additional views of Vice Chairman Alberger and Commissioner Stern with
respect to regional injury
Information obtained in the investigation:
Summary

Introduction

Description and uses

U.S. Customs treatment:

U.S. tariff-
Import quotas -
Section 22 fees

Countervailing duties
Nature and extent of LTFV sales
The domestic industry 4 -

U.S. sugar beet growers and processors

Hawaiian sugar cane growers and millers

Mainland sugar cane growers and millers

Louisiana
Florida
Texas——-

Puerto Rico sugar cane growers and millers

Cane sugar refiners

U.S. importers and sugar operators
Foreign producers
The European Community's Common Agricultural Policy for sugar———-——--

Production controls-—- -- -

Price controls

Import controls

High-fructose sirup

The European Community's "sugar mountain"

Disposal of surplus sugar

Intervention
Export restitution
Compulsory stocks

The International Sugar Agreement

GATT complaint on European sugar subsidies
Regional injury considerations
Capacity utilization
Financial performance of domestic producers

United States Sugar Corporation

Gulf & Western--Okeelanta Sugar DlVlSlOu

Sugar Cane Growers Cooperative of Florida

Atlantic Sugar Association

~N W

19

A-1
A-3
A-4

A-5

A-5

A-6

A-7

A-8

A-9
A-10
A-10
A-10
A-10
A-11
A-11
A-11
A-11
A-12
A-12
A-12
A-13
A-14
A-14
A-15
A-15
A-16
A-16
A-16
A-16
A-16
A-17
A-17
A-18
A-18
A-19
A-19
A-20
A-20



ii

CONTENTS

U.S. producer's inventories

U.S. consumption and market penetration of imports
Prices -

Lost sales

Appendix A. Treasury Department's letter of notification to the U.S.

International Trade Commission

Appendix B. U.S. International Trade Commission's notice of investi-

gations and hearings

Appendix C. U.S. International Trade Commission's notice of time and

place of hearings

Appendix D. Statistical tables -

Appendix E. General Counsel memorandum on regional injury

1.
2.

10.

11.

12.

13.

TABLES

Sugar: U.S. production, by types, crop years 1971/72 to 1978/79----

Sugar cane: U.S. acreage harvested, yield, and production, by
State, 1974/75-1978/79

Sugar: World production, by leading producers, crop years 1972/73

to 1978/79

Sugar: World consumption, by leading consumers, crop years 1971/72
to 1975/76
Sugar: World production and consumption, 1956/57 to 1978/79--=—==—=

Sugar: U.S. world imports, by source and types, 1973-78

Supply and distribution of raw sugar in the Southeastern region for

1977/78 sugar crop

Sugar: Net sales by U.S. growers, processors, millers, and

refiners on their sugar operations, accounting years 1972-76~--

Sugar: Net profit or (loss) before income taxes or net proceeds
paid or payable to cooperative members for U.S. growers,
processors, millers, and refiners on their sugar operations,
accounting years 1972-76

Selected data on financial performance of United States Sugar

Corporation, accounting years ending Oct. 31 of 1975/78~~=<~=—-

Selected data on financial performance of Gulf & Western Food

Products Co. Okeelanta Sugar Division, accounting years ending
July 31 of 1976-78

Selected data on financial performance of Sugar Cane Growers

Cooperative of Florida, accounting years ending Sept. 30 of
1975-78 ’

Selected data on financial performance of Atlantic Sugar
Association, accounting years ending May 31 of 1976-78

A-25
A-27
A-31

A-33
A-55

A-34
A-35
A-36
A-37
A-38
A-39
A-40

A-41

A-42

A-43

A-44

A-45

A-46



14.
15.
16.
17.
18.

19.
20.

iii

Tables

Page

Sugar: Month-end stocks or sugar held by primary distributors,

by months, 1974~78 A-47
Sugar: Ending inventories and production for mainland cane mills

and for the United States, 1972-78 and January-June of 1972-78---- A-48

Sugar: U.S. production, imports, exports, ending stocks, and
consumption, 1960-78

. A-49
Sugar: U.S. deliveries, industrial users, by nonindustrial users,
and by quarters, 1972-78 - A-50
Sugar: U.S. production, imports, exports, ending stocks, and
consumption, 1972-78 A-51
Sugar: Ratio of imports to consumption, 1972-78 A-52

Raw sugar: U.S. and world prices, by months, 1974-78 A-53







UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

AA1921-198, AA1921-199, and AA1921-200
SUGAR FROM BELGIUM, FRANCE, AND WEST GERMANY
Determinations of Injury

On the basis of information developed during the course of investigations Nos.
AA1921-198, AA1921-199, and AA1921-200, the Commission unanimously determines that
an industry in the United States is being injured by reason of the importation of
sugar from Belgium, France, and West Germany, provided for in items 155.20 and
155.30 of the Tariff Schedules of the United States, which the Department of-the
Treasury has determined is being, or is likely to be, sold at less than fair value
within the meaning of the Antidumping Act, 1921, as amended.

On February 16, 1979, the United States International Trade Commission
received advice from the Department of the Treasury that sugar from Belgium, France,
and West Germany is being, or is likely to be, sold in the United States at less
than fair value (LTFV) within the meaning of the Antidumping Act, 1921, as amended
(19 U.s.C. 160(a)). Accordingly, on March 1, 1979, the Commission instituted
investigations Nos. AA1921-198 (sugar from Belgium), AA1921-199 (sugar from France),
and AA1921-200 (sugar from West Germany) under section 201(a) of said act, to
determine whether an industry in the United States is being or is likely to be
injured, or is prevented from being established, by reason of the importation of
such merchandise into the United States.

In connection with the investigations, a public hearing was held in Miami,
Florida, on April 10, 1979. Notice of the institution of the investigations and
the public hearing was given by posting copies of the notice at the Office of the
Secretary, U.S. International Trade Commission, Washington, D.C., and at the
Commission's office in New York City, and by publishing the notice in the Federal
Register of March 8, 1979 (44 F.R. 12777). Notice of the time and place of the

public hearing was made in the same manner and was published in the Federal Register

of March 21, 1979 (44 F.R. 17235).



The Treasury Department instituted its investigation after receiving a
complaint filed on July 10, 1978, by counsel for the Florida Sugar Marketing and
Terminal Association, Inc.  Treasury's notices of withholding of appraisement

and its determinations of sales at LTFV were published in the Federal Register

of February 12, 1979 (44 F.R. 8049).

In arriving at its determinations, the Commission gave due consideration to
all written submissions from interested parties and information adduced at the
hearing as well as information obtained by the Commission's staff from question-

naires, personal interviews and other sources.
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Statement of Reasons of Chairman Joseph O. Parker, Vice Chairman Bill Alberger,
and Commissioners George M. Moore and Catherine Bedell

By a letter dated February 6, 1979, the Department of the Treasury advised
the Commission that sugar from France, Belgium, and West Germany is being, or
is likely to be, sold at less than fair value (LTFV). For purposes of Treasury's
investigation, the articles under consideration were defined as raw and refined
sugar provided for in items 155.20 and 155.30 of the Tariff Schedules of the
United States.

In this determination, we have found that the U.S. industry that is being
injured by the sales of sugar at LTFV consists of the facilities for the pro-
duction of sugar cane and raw cane sugar in :the Southeastern region of the
United States, that is, Florida sugar cane and raw cane sugar producers. This

region also consists of the area served by Florida producers, namely the states

of Florida and Georgia in which the major refining capacity is located. 1/2/ The

1/ In amending certain provisions of the Antidumping Act in 1974, Congress
reviewed, among other things, the concept of regional markets. While Congress
did not change the law with respect to this concept, the Committee on Finance of
the Senate, in its report on the bill which became the Trade Act of 1974 and
which amended the provisions of the Antidumping Act, summarized prior Commission
practice in this regard and expressed agreement with it as follows:

A hybrid question relating to injury and industry arises
when domestic producers of an article are located regionally
and serve regional markets predominately or exclusively and
the less-than-fair-value imports are concentrated in a
regional market with resultant injury to the regional domestic
producers. A number of cases have involved this consideration,
and where the evidence showed injury to the regional producers,
the Commission has held the injury to a part of the domestic
industry to be injury to the whole domestic industry. The
Committee agrees with the geographic segmentation principle
in antidumping cases. (Trade Reform Act of 1974: Report of
the Committee on Finance . . . , S. Rept. No. 93-1298
(93d Cong., 2d sess.), 1974, pp. 180-181.)

The report further stated (p. 181) that the concept is not one which readily
lends itself to hard and fast rules:

However, the Committee believes that each case may be unique
and does not wish to impose inflexible rules as to whether
injury to regional producers always constitutes injury to

an industry.

2/ Commissioner Alberger joins with Commissioner Stern in additional views
on the question of regional injury. See p. 19 of the report.



Southeastern region received about 78 percent of the sugar imports from Belgium,
France, and West Germany. Before the LTFV sales in the Southeastern regional
market, tﬂe Florida sugar producefs supplied nearly all the raw sugar used by
the two refiners in this region, with sales to these refiners historically
accounting for about 85 percent of the distribution of the sugidr of the Florida

producers.

Injury by reason of LTFV imports

The Department of the Treasury made price comparisons on raw sugar imported
from Belgium, France, and West Germany during the 6-month period March 1, 1978-
August 31, 1978, and determined that all such imports were being sold at
LTFV. The LTFV margins on sales from Belgium ranged from 47 to 56 percent
of the home-market price, with a weighted average margin of 51 percent. The
margins on sales from France ranged from 38 to 57 percent of the home-market
price, with a weighted average.margin of 51 percent. The margin on sales
from West Germany was 55 percent of the home-market price. All the sugar
imported was raw sugar.

About 78 percent of these imports were entered at éavannah, Ga., to be
further processed by Savannah Foods & Industries, Inc. at its refinery there.
These imports represented about 9 percent of the sugar refined in the
Southeastern region during 1978 and accounted for about one-third of total
imports into the region in that year.

Excluding the raw sugar marketed under lo;g—term contracts by two
producers, there were about 500,000 tons of raw sugar produced in the Southeast
during the 1977/78 crop year available for distribution during 1978. Of this
amount, however, only 283,000 tons was marketed. The primary reason for the
inability of Southeastern producers to market the remainder of this raw sugar
was the presence of lower priced, imported sugar, about one-third of which
was found by Treasury to have been sold at LTFV. Information available

to the Commission indicates that these LTFV imports undersold Florida producers



by an average of .42 cents per pound. Given the LTFV margins of 7.94-8.61
cents per pound found by Treasury, it is clear that no sugar from Belgium,
France, or West Germany could have been sold in the United States had it been
priced at fair value.

Since April 1978, the Florida Sugar Marketing & Terminal Association has
sold no sugar to Savannah Foods & Industries even :though it has a standing
offer to sell at the price required to match returns under the price-support
loan program. Information made available to the Commission by Savannah shows
that its purchases from Belgium, France, and West Germany were all at prices
below this standing offer price. Unable to market their sugar, the Southeastern
producers have been forced to put more than 40 percent of the 1977/78 crop into
the loan program of the Commodity Credit Corporation resulting in increased -
inventories in the Southeast.

Florida cane mills héd yearend inventories for 1977 of 233,531 short toms,
raw value. Yearend inventories for 1978 were 436,652 short tons, raw value,
not counting an additional 120,648 short tons which had already been forfeited
under price-support loan to the Commodity Credit Corporation. Thus, inventories
increased substantially during the period of LTFV sales, and the high levels
are continuing. The U.S. Department of Agriculture reports that 564,139
short tons, raw value, was held aé collateral under price-support loans by
the Florida sugar industry on April 30, 1979.

Information submitted to the Commission indicates that the market value
of Florida sugar production has been below the cost of production for raw
sugar in Florida since the 1976/77 crop. Data submitted to the Commission by
firms representing about 72 percent of Florida raw-sugar milling showed
significantly lower net returns in the 1978 accounting year compared with those
in the 1976 accounting year. All the improvement in net returns that occurred
in 1978 compared with 1977 was because of contributions to net returns by

price-support operations of the U.S. Department of Agriculture.



Conclusion

On the basis of the foregoing considerations, we have determined that an
industry in the United States is being injured by reason'of'the importation of
sugar from Belgium, France, gnd West Germany, which the Department of the |
Treasury has determined is being, or is likely to be, sold at less than

fair value within the meahing of the Antidumping Act, 1921, as amended.
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STATEMENT OF REASONS OF COMMISSIONER PAULA STERN

Having considered all the information before me in this in-
vestigation; I have determined, pursuant to Section 201 of the Anti-
dumping Act of 1921, as amended, that an industry in the Un{ted
States is being injured by reason of the importation of raw sugar
from Belgium, France, and West Germany into the United States at less

than fair value.

The Domestic Industry

‘ The products under review in this case are sugar cane and raw
sugar. Refined sugar is produced from sugar cane which has been first
milled into raw sugar. It can also be produced directly from sugar beets
by a different process; The relevant industry is therefore composed of
growers and millers of sugar cane and does not include either sugar re-
finers or domestic sugar beet qfowers.

As fully explained in my joint views with Commissioner Alberger,
which appear at pages 19 to 21, I believe that in this case the Southeast
constitutes a region for the purpose of determining whether injury to
the region constitutes injury to an industry under the Antidumping Act.
The Southeast region consists of sugar cane growers and millers located
in Florida; the regional customers are refiners found in Savannah, Georgia,

and F]oridé.



Imports

The imported article in this investigation is raw sugar
from Belgium, France, and West Germany. The Treasury Department
examined all sales from these nations made between March 1, 1978,
and August 31, 1978, and found all were at less than fair value.
The weighted average less-than-fair-value margins, as found by Treasury,
for raw sugar from the three nations were respeqtive]y: 103 percent
(Belgium), 102 percent (France), and 121 percent (West Germéﬁy), when
compared to the purchase price of the imports. These imports were of
beet sugar. Howéver, since beet sugar shipped by sea requires further
refining, it competes directly with domestic raw cane sugar for refinery

customers.

Relevant Indicators for the Raw Sugar Industry

Section 201 of the Antidumping Act, as amended, does not set
forth standards for determining whether an industry is being or is
1ikely to be injured by reason of less than fair value imports. As a
resu]t; the Commission can and does exercise considerable dfscretion in
making its determinations based upon the particular facts in each case.
However, as I stated in an earlier opinion on steel wire nails (Investi-
gation No. AA-1921-189), Section 201 of the Act requires the Commission
to find that two conditions have been satisfied before an affirmative
determination can be made. First, the Commission must determine that an
industry is being or is likely to bé injured. This detefmination is

based upon an analysis of certain economic indicators -- consumption,
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production, capacity changes and utilization, shipments, inventory
levels, employment and brofits. Second, the Commission must determine
that the injury is "by reason of" the less-than-fair-value imports.
This second determination is based updn én analysis of such factors

as market penetration by less-than-fair-value imports, documented lost
sales of domestic manufacturers to less-than-fair-value imports, and

a price depression or suppression of the impacted products. As for

; 1ikelihood of injury, foreign capacity to produce for export is also
considered.

However, this case is the firsf antidumping matter to come
before the Commission in which the commodity in question .is under an
agricultural price support program actively intervening in its market.
As explained more fully below, the intervention of the price-support
program has had an unusual but significant impact on several of the
traditional indicators utilized by the Commission in evaluating injury.

It is also important to note that the indicators most often
relied on in evaluating whether injury is due to the less-than-fair-value
‘imports in question may also be used to demonstrate injury. In cases
. where the Commission has adequate profit data at its disposal, the
effects of lost sales and price depression, for example, are already
.ref1ected in profits, one measure'of an industry's health. But where
there are problems with obtaining data related to the traditional indi-
cators of injury, it is appropriate to evaluate the industry's health
by taking into consideration market penetration, lost sales, and price

depression.
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"
Cemplicating tha analysie im this cése fs the lack of guidance
tre Antidumoing Act prevides on the specicl pretlems that emerge wheén
essessing the econemic conditiens prevatling in an agricultural industry.
For example, what is the meaning of capacity for an industry in which
yjelds and even acrezge harvested are 2s much the result of nature's whims
as human will? What is the significance of year-to-vear employment
statistics for a perennial crop which must be planted at least two years
before the first h&rvest becomes possible? How should the Commission
Judge the fimancial performance of an industry for which profit informa-
tion is avei!gb]e oenly after long time Tags;-for which costs of production
are based on stale deta and may enly be calculated by treating the cost
of land in one of two widely-differing manners; and for which the data
coverage is adequate for only one Seqment of an findustry integrating two

oberations (growing and milling)?

These difficuii questions are compounded by the intervention
in the market of a price-support program. When an industry can sell
to the government at a price-support level above the market price,
massive inventories may be transferred to the government. How should
the Commission view incomp]éte financial data when they are augmented
by income from the price-suppart program? How should the Commission
treat inventories converted into government stocks by means of the

price-support program?
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In view of the unique factors inherent in this case, I believe
that a flexible approach is required in evaluating the condition of the
industry's health. Thé traditional indices are still of major value in
assessing the economic state of the domestic industry. But in many
instances they must be qualified if thé Commission is to avoid being
misled.

In order to develop the flexible approach required by this case,
it is essential first to understand the purposes and operation of the
price-support program for raw sugar.

Title II of the Agricultural Adjustment Act of 1949, as amended
by the Food and Agriculture Act of 1977, provides for the price-support
loan program that began in November 1977. Price support levels were
established for the 1977 and 1978 crops. Should the market price fall
below these levels, sugar cane millers can receive loans at the
price support level for unlimited quantities of their raw sugar from
the Commodity Credit Corporation (CCC) at a low interest rate, with the
sugar as collateral.

During the first year that their sugar is under loan, the
millers pay the storage costs. To take sugar out of loan, the owner
must repay the loan with interest plus often significant storage costs.
After a year, they may default on as much of their sugar under loan
as they wish by forfeiting the éo]]atera1 to the CCC. After default,

the loans are forgiven.
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A major policy issues emerges as to how the Commission
should treat the effects of the operation of the price-support program
on the traditional indicators of the industry's economic condition.

In general, the operation of this program tends to ameliorate the
picture of the industry's health by raiéing the effective price at
which the producers can dispose of their product, decreasing the
inventories held by producers, and improving profits or lowering losses.
Neither the Antidumping Act nor the Food and Agriculture Act of 1977
provides clear guidance as to whether the Commission should adjust

for these influences.

On the one hand, it appears that the price-support prog:am is
not intended to be a continuous factor in the raw sugar market.”
Consequently, the Commissipn could analyze the condition of this industry,
to whatever extent possible, independent of any mitigating effects
caused by the operation of the program (e.g., by comparing the free
market price to costs of production, adding CCC stocks to inventories,
and eliminating from profits that income supplied by the program).

On the other hand, the CCC is in fact making large expenditures

and accumulating massive stocks of raw sugar. Under the circumstances,

*/  The Conference Report on the Food and Agriculture Act of 1977, in
discussing the prospective operation of‘the price-support program, states:

It is not expected, however, that any outlay of CCC
funds will be required, or that there will be any
acquisition of products of sugar cane or sugar beets.
The Conferees expect that the Executive branch will
utilize existing authority of law to implement immed-
jately upon the bill becoming Taw an import fee, or
duty, which--when added to the current import duty--
will enable raw sugar to sell in the domestic market at
not less than the effective support price.
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it may be appropriate to analyze the condition of the industry
including the mitigating effects of the program's operation (e.g.,
by compéring the price support level to costs of production, looking
at inventories held only by producers, and including the program's
contribution to profits).

Fortunately neither inclusion nor exclusion of the mitigating
effects of the price-support program's operation alters the finding
of injury in this case. In order to avoid possible future problems,
it would be he]pfuj for the Cohgress to give the Commission guidance

in this matter.

Injury

Because I consider the Southeast a region, I shall focus on it
in examining the relevant data. In the Southeast, there are three
refineries. The two found in Florida are of minor importance; they
are relatively small and are not subject to import beﬁetration as
a result of their inland location. The third refiner, Savannah Foods

-and Industries, Inc., is found in the Georgia port after which it is
named and is subject to import penetration.

Production in Florida has responded to a number of stimuli.
Following the expiration at the end of 1973 of production quotaé under
the Sug&r Act of 1934, and the onset of record high prices for
sugar in 1974/75, Florida sugar production expanded from 244 million
acres harvested (1972/73) to 287 million acres (1975/76), a level which
has remained roughly stable through the present. The vagaries of

Mother Nature have produced a variation of yields between extremes of
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8.5 and 10.1 million short tons of sugar cane in fhe period 1975-79.
It is estimated that acreage harvested in Florida increased slightly
in 1978/79 because of good weather conditidns and an expansion of
acreage by the U.S. Sugar Corporation. (This firm increased its
acreage because in 1976/77 it reportedly failed to produce sufficient
sugar to fulfill its long-term supply contracts with Savannah Foods
and Industries, Inc.)

The Commission received no data on employment. However, for a
perennial crop which takes two years to reach maturity, employment data
would not have been helpful in determining injury because growers
will not abandon their fields unless the outlook for the future worsens
drastically.

Capacity utilization for the growers has no meaning. The
principal limitation on the capacity to produce sugar crops is the
availability of mil1ing facilities. In Florida, these were expanding
through the 1975/76 crop year. Since then, one small cane mill has
closed. Current facilities can handle, however, up to 20 percent more
‘crop than is currently being produced.

Unfortunately, the data on inventories in Florida made avail-
able by the industry are for calendar years, while data on total produc-
tion which comes from the U.S. Department of Agriculture are for
crop years ending October 31. These are not completely consistent; but
given that the bulk of 1976/77 crop, for example, is marketed in 1978,
it is informative to look at inventory/production ratios which these

data allow to be calculated for the two most recent crops. At the close
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of 1977, following a 1976/77 crop which yielded 930,000 short tons of
sugar, 233,531 tons were held by Florida millers as inventory. The
ratio of inventories tolproduction was 25 percent. One year later,
following a 1977/78 crop of 894,000 short tons, 436,652 tons were held
in inventory (most in price-support loan) and 120,648 tons had been
forfeited. Adding forfeitures to inventories yields a ratio to produc-
tion of 62 percent, more than double the high level of the previous
year. The United States Department of Agriculture expects that as much
as one million toqs may be forfeited from all eligible crops during

the coming year.

Discussion of the financial performance of Florida cane sugar
growers is made difficult by a number of complicating factors. The
Commission has available to it three estimates of Florida costs of
production based on two different studies. The latest USDA review dates
from the end of the last decade, while the University of Florida com-
pleted a study in 1975. Both have been adjusted to the 1977/78 crop
year by simply extrapolating from the earlier figures. For that crop
year, with price sﬁpport at 13.50 cents/pound, the three estimates
were: 14.20 cents/pound (USDA, land at rental value), 15.79 (U. of
Florida, land at rental value), and 16.54 (U. of Florida, land at market
value). A1l indicate losses for growers on cane growing operations despite
the salutory effects of having the CCC as a last resort purchaser when
the regional price paid for raw sugar delivered to Savannah refineries

had dropped to a weighted average of 13.76 cents/pound for the Belgian,
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French, and West German imports,

The financial picture for Florida sugar cane millers, the other
sectof of the industry, is somewhat better, though hardly bright. The
‘Commission received data on four miIlerS'Which mill 72 percent of the
Florida sugar céne crop. They show a éohsistent‘pattern of high returns
in 1975/76, low returns or losses in 1976/77,‘aﬁd a recovery in 1977/78
‘based largely on the availability of the price-support program in that
- year, It is possible for the millers to earn profits on the storage
of sugar -under ]qan or forfeiture, but the outcome is uncertain since
;he millers must rent storage'facilities for the sugar on one-year
leases while thelgovernment may decide to move the sugar under its
control at any time.. In the absence of the price-Supportlloan program,
the millers' performance in 1977/78 probably would have been poorer

than in the previous year.

Injury by Reason of Less-Than-Fair-Value Imports

The traditional indicators, because of the severe shortages
of data explained above, suggest injury to the Southeastern raw sugar
growers and millers. I have nevertheless concluded, based on my further’
ana]}sis of market penetration, lost sa1e§, and price depression, that

the industry before the Commission is injured. Considering these same

*/  The price for imports is CIF duty paid, Savannah. To properly compare
it with the price support, which is FOB cane mills, one must add 0.38
cent per pound freight to the latter,
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indices, I also conclude that an industry in the United States is
being injured by reason of the importation of sugar from Belgium,
France, and West Germany, which the Department of Treasury has de-
termined is being, or is likely to be, sold at less than fair value
within the meaning of the Antidumping Aét, 1921, as amended.

Nationally, raw sugar imports from Belgium, France, and
West Germany increased rapidly from one ton in 1975, to 16,000 tons'in
1976, to nearly 49,000 tons in 1977. 1In 1978, these imports amounted
to 85,000 tons. During 1978,‘more than 78 percent of these imports
of raw sugar from Belgium, France, and West Germany were marketed in
the Southeastern region. Over eight percent of the raw sugar refined
in the region was imported from the three European nations‘found by
the Treasury Department to be selling at less than fair value. Con-
currently, the traditional 87 percent regional market share that Florida
sugar had enjoyed dropped preciﬁitous]y to 65 percent.

The significance of any particular level of market penetration
depends on the briqe elasticity of the commodity. Because the quantity
of sugar consumed is by its very nature not responsive to priée:changes,
relatively small changes in supply can cause major pricé changes in the
opposite direction.

Savannah, the major consumer of the 1ess-than-fair-va1ué sugar
imports in question, has stated that its weighted évérage puréhase
price of the European Community sugar was 13.76 cents per pound. For
Florida sellers not under long-term contract, prices received for ship-

ments to Savannah from January to July 1978 (but contracted for before
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April 21, 1978) were 13.80 cents per pound, FOB Florida mills, which,
after transportétion costs were édded, gave a price at Savannah of
14.18 cents per pound. Florida sugar producers needed a price of
13.88 cents per pound to match returns avai1ab1e by forfeiting sugar
under pricé-support loans to the Commodity Credit Corporation.

The Florida Sugar Marketing & Terminal Association, Inc., a
major milling cooperative, sold no sugar to the Savannah refinery
‘after April 21, 1978, even though it had a standing offer to sell sugar
at the price required to matcﬁ returns under the price-support loan
program. During 1978, the Florida sugar industry had 212,000 short
tons, raw value of 1977/78 crop sugar under price-support loan. Imports
at less than fair value from the three European Community ﬁations in
question purchased by SaVannah were 66,000 short tons. Florida sugar
producers convincingly maintained that these low-priced sugar imports
from Belgium; France, and lWest Gérmany displaced sugar which they normally

would have sold to the Savannah refinery.

Conclusion

Given the indications of injury to the Southeast raw sugar
industry, I must conclude that the sugar cane_and raw sugar industry
in the United States is injured by reason of 1ess-than-fair—vaiue

sales by Belgium, France, and West Germany.
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ADDITIONAL VIEWS OF COMMISSIONERS ALBERGER AND STERN
WITH RESPECT TO REGIONAL INJURY

In the Commission's most recent decision under the Antidumping Act,

Carbon Steel Plate from Taiwan;l/ we set forth what we consider to be the

relevant factors for defining regional industries. We noted that, "the
Commission has considerable discretion to analyze the commercial context

of a particular case and apply a 'geographic segmentation principle'". We
also emphasized the importance of exercising that discretion in a consistent
and logical manner.

In that case, we analyzed Commission precedent, legislative reports,
and the purposes underlying the Antidumping Act itself. We concluded that
three factors merit consideration before any geographic segmentation of the
industry is made. These factors are: (1) whether the region under considera-
tion is separate and identifiable, (2) whether LTFV imports are concentrated
in that region, and (3) whether that region constitutes a significant part of
the domestic industry. We have considered those factors in the context of the
present case, and feel that the following points should be made about our
finding as to the relevant industry.

The facts clearly demonstrate that the Southeastern raw sugar producing
industry is separate and identifiable. Prior to 1978, nearly 85 percent of
all raw cane production within the region was marketed to locai refineries.
The percentage of sales to local refineries dropped substantially in 1978, but
this was due to low priced imports, including LTFV imports from the European
Community. The displaced Florida raw sugar was then stored under the price-

support program rather than marketed outside the region. As a general rule,

1/ Inv. AA1921-197, USITC Pub. 970 (May 1979). See, Additional Views of
Commissioners Alberger and Stern, at p. 20.
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growers within the Southeast serve the regional market predominantly or
exclusively.‘z/ Moreovgr, the Southeastern refineries have not been served
by domestic producers outside the region.-él Thus, Florida cane<sﬁgar
producers form an "isolated" industry, as that term has been used in prior

-3/ Transportation costs apparently play an important

Commission decisions.
role in this regional distribhtion, since sugar in its unrefined state is
a bulky commodity, and ﬁas a relatively low value per ton. In addition,
historical marketing conditions allowed Florida growers to sell locally
until low world prices disrupted this practice. While some efforts have
recently been made to sell outside the region;él it is probably not economi-
cally viable to sell large quantities to more distant buyers, particularly
when surplus sugar exists throughout the country.

It is also clear that the LTFV sales found by Treasury were concentrated
in the Southeastern United States. In fact, 78 percent of such imports
entered through the port of Savannah and were sold to the refinery located

there. It is true that all of the LTFV sales occurred within a span of two

months, and hence it is difficult for us to guage the "focusing of marketing

2/ The majority's statement noted the significance of this fact to their
finding of a regional industry. See, supra at pp. 3-4. In fact, the majority
opinion quotes the Senate Finance Report on the Trade Act, which makes the
same point.

3/ This fact is not mentioned in the majority's statement, but we believe that,
for the reasons we expressed in Carbon Steel Plate from Taiwan, it relates to
the separate and identifiable nature of the region. See, Carbon Steel Bars and
Shapes from Canada, Inv., AA1921-39, TC Pub. 135 (Sept. 1974).

4/ See, e.g., Steel Reinforcing Bars from Canada, Inv. AA1921-33, TC Pub. 122
(March 1964), Views of Commissioners Dorfman and Talbot, at p. 12.

5/ Mr. George Wedgworth, President of the Sugar Cane Cooperative of Florida
testified that a new operation involving shipments by barge to Northeastern
refineries has begun. See Transcript of Commission Hearing at pp. 78-79.



efforts" which we considered relevant in Carbon Steel Plate from Taiwan.-é/

However, in this case we feel that severity is more relevant than brevity.
Belgium, France and West Germany supplied more than 10 percent of the
Savannah refineries' annual consumption. The brief duration of these imports
is less relevant when one considers that sugar transactions occur on a
seasonal basis. Accordingly, we are persuaded that concentration within
the Southeastern region has occurred.

Finally, it is our view that the Southeastern raw sugar producing region
represents a significant part of the national industry. For the 1977-78
crop year, Florida produced 879,000 short tons of raw sugar; more than
14 percent of the total U.S. production. In recent years, Florida has
ranked second among all states in sugar production. Clearly,
this region accounts for a significant share of U.S. production, and a deter-

mination based on injury to this region is not inequitable.

6/ USITC Pub.970, Additional Views at p. 22.
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INFORMATION OBTAINED IN THE INVESTIGATION

Summary

On February 16, 1979, the United States International Trade Commission
received advice from the Department of the Treasury that sugar from Belgium,
France, and West Germany, provided for in TSUS items 155.20 and 155.30, is
being, or is likely to be, sold in the United States at less than fair value.
On March 1, 1979, the Commission instituted investigations Nos. AA1921-198,
199, and 200, to determine whether an industry in the United States is being
or is likely to be injured, or is prevented from being established, by reason
of the importation of such merchandise into the United States. On
September 17, 1978, the Commission reported its determinations in inquiries
Nos. AA1921-Inq.-20, 21, and 22, that the standards set forth in section
201(c)(2) of the Antidumping Act, 1921, as amended, for terminating the
Treasury investigation were not satisfied.

About 55 percent of the sugar consumed in the United States comes from
domestic sources (30 percent from sugar beets and 25 percent from sugar cane),
and 45 percent comes from foreign sources. Sugar imported from Belgium,
France, and West Germany is from sugar beets; virtually all other imports are
of sugar from cane. Sugar beets are currently produced in 18 States; sugar
cane is produced in four States and Puerto Rico. The Florida sugar industry
in recent years has accounted for about 14 percent of total U.S. sugar
production.

The leading suppliers of U.S. sugar imports are the Philippines, the
Dominican Republic, and Brazil. Belgium, France, and West Germany are minor
suppliers of U.S. sugar imports. Collectively, imports from Belgium, France,
and West Germany increased from one ton 1/ in 1975, to 16,000 in 1976, nearly
49,000 tons in 1977, and about 85,000 tons in 1978. The average margin of
sales at less than fair value in 1978 was 51 percent of the home-market price.

Data submitted to the Commission indicate that the value of Florida sugar
production has been below the cost of production since the 1975/76 sugar
crop. Since the institution of the price-support loan program for the 1977
and 1978 sugar crops, a large portion of Florida sugar production has gone
under price-support loan, and a substantial portion of the 1977 crop sugar was
forfeited to the Commodity Credit Corporation. Most of the 1978 Florida sugar
crop is also going under price-support loans.,

Total U.S. inventories of sugar have increased from 2.9 million tons in
1972 to more than 4.5 million tons in 1977. 1In 1978, U.S. inventories were
3.98 million tons, of which 0.17 million tons were cane sugar stocks forfeited
to the Commodity Credit Corporation.

During 1960-73, annual U.S. consumption of sugar increased from 9.5
million to 11.8 million tons, raw value. Consumption then dropped sharply to
10.2 million tons in 1975, following the increase in sugar prices to record

1/ Unless otherwise specified, the term "tons" as used in this report refers
to short tons of 2,000 pounds each.
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levels toward the end of 1974. Total sugar consumption then rose to 1l.4
million tons in 1977, but fell to 11.0 million tons in 1978. As a per-
centage of consumption, imports from Belgium, France, and West Germany have
increased from zero in 1972 to 0.77 percent in 1978.

The Florida sugar industry usually sold about 85 percent of its sugar in
the Southeastern region. The Southeastern region received about 78 percent of
all sugar imports from Belgium, France, and West Germany in 1978.

Imports of sugar from Belgium, France, and West Germany are subject to a
countervailing duty of 10.8 cents per pound if they have benefited from
bestowal of a grant or subsidy. In addition, since December 5, 1978, imports
from these sources have been subject to an absolute quota pursuant to headnote
3, part 10A, schedule 1, of the Tariff Schedules of the United States, which
limits imports from nonmembers of the International Sugar Agreement, 1977.
Since the quota for 1978 and 1979 was already filled on December 5, 1978,
imports from these countries are embargoed until the end of calendar year 1979.
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Introduction

On February 16, 1979, the United States International Trade Commission
received advice from the Department of the Treasury that sugar from Belgium,
France, and West Germany, provided for in item numbers 155.20 and 155.30 of
the Tariff Schedules of the United States (TSUS), is being, or is likely to
be, sold in the United States at less than fair value (LTFV) within the
meaning of the Antidumping Act, 1921, as amended (19 U.S.C. 160(a)). 1/
Accordingly, on March 1, 1979, the Commission instituted investigations
Nos. AA1921-198, AA1921-199, and AA1921-200, under section 201(a) of said Act
to determine whether an industry in the United States is being or is likely to
be injured, or is prevented from being established, by reason of the
importation of such merchandise into the United States. By statute, the
Commission must render its determinations within 3 months of its receipt of
advice from the Department of the Treasury--in this case by May 16, 1979.

Notice of the institution of the investigations and of the public hearing
held in connection therewith was given by posting copies of the notice in the
Office of the Secretary, U.S. International Trade Commission, Washington,

D.C., and at the Commission's office in New York City, and by publishing the
notice in the Federal Reglster of March 8, 1979 (44 F.R. 12777). 2/ Notice of
the time and place of hearing was made in the same manner on March 14, 1979,
and was published in the Federal Register of March 21, 1979 (44 F.R. 17235). 3/

The complaint which led to Treasury's determinations of LTFV sales was
filed on July 10, 1978, by counsel for the Florida Sugar Marketing and
Terminal Association, Inc. Treasury's notice of antidumping proceeding was
published in the Federal Register of Aug. 18, 1978 (43 F.R. 36746). Notice
of Treasury's withholding of appraisement and determinations of sales of less
than fair value were published in the Federal Register of February 12, 1979
(44 F.R. 8049). The petitioner contends that, because of the importation of
raw and refined sugar from Belgium, France, and West Germany, the Florida
sugar-producing industry is being injured by reason of lost sales in its
regional market, where the LTFV imports have been sold.

On August 18, 1978, the Commission received advice from the Department of
the Treasury that there was substantial doubt that an industry in the United
States was being or was likely to be injured by reason of the importation of
such sugar. On August 24, 1978, the Commission instituted inquiries
Nos. AA1921-Inq.-20, AA1921-Inq.-21, and AA1921-Inq.-22 under section 201(c)
of said Act to determine whether there was no reasonable indication that an
industry in the United States was being or was likely to be injured, or was
prevented from being established, by reason of the importation of such sugar.

1/ A copy of Treasury s letter to the Commission concerntng LTFV sales of
sugar from Belgium, France, and West Germany is presented in app. A.

2/ A copy of the Commission's notice of investigation and hearing is
presented in app. B.

3/ A copy of the Commission's notice of time and place of hearing is
presented in app. C. -
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On September 17, 1978, the Commission reported its determinations that the
standards set forth in section 201(c)(2) of the Antidumping Act, 1921, as
amended, for terminating the Treasury investigation had not been satisfied.
Treasury, consequently, continued its investigation into the nature and extent
of less-than-fair-value imports of sugar into the United States from Belgium,
France, and West Germany.

Description and Uses

The products covered by the Treasury Department's determinations,
according to its notice of its less—-than-fair-value determinations, are 'raw
and refined sugar provided for in item numbers 155.20 and 155.30 of the Tariff
Schedules of the United States." Raw and refined sugar are classified in TSUS
item 155.20. TSUS item 155.30 covers liquid sugar and other sugar sirups.
According to the Treasury notice, all of the imports during the investigation
period were of raw sugar.

Sugar is derived from the juice of sugar cane or sugar beets. It is
present in these plants in the form of dissolved sucrose. Most sugar is
marketed to consumers in refined form as pure granulated or powdered sucrose.
Substantial quantities also reach consumers as liquid sugar (sucrose dissolved
in water) or in forms not chemically pure, such as brown sugar and invert
;ugar sirups, or as blends of sucrose with simpler sugars such as glucose and

ructose.

Sugar cane is a perennial subtropical plant which is cut and milled to
obtain sugar cane juice. Through a process of filtering, evaporating, and
centrifuging this juice, a product consisting of large sucrose crystals coated
with molasses, called raw sugar, is produced. Raw sugar derived from sugar
cane is the principal "sugar" actually shipped in world trade. Raw sugar is
generally refined near consumption centers through additional melting,
filtering, evaporating, and centrifuging to yield the refined white (100
percent pure sucrose) sugar of commerce.

Sugar beets are annual temperate zone plants usually grown in rotation
with other crops (to avoid disease and pest problems from growing two beet
crops successively in the same field). Most sugar beets, including those
grown in the United States, are converted directly into refined sugar;
however, sugar beets grown in some countries are used to produce a product
known as raw beet sugar. The refined sugar product derived from sugar beets
is not distinguishable from that of sugar cane inasmuch as both are virtually
chemically pure sucrose.

The overwhelming use of sugar in the United States is for human
consumption, although some is used in specialty livestock feeds and in the
production of alcohol. Sugar is primarily a caloric sweetening agent, but it
also has preservative uses. In the United States, about one-third of the
sugar consumed goes to household users and two-thirds to industrial users,
There is currently little nonfood use of sugar in the United States and even
less, proportionately, in the rest of the world.
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U.S. Customs Treatment
U.S. tariff

The TSUS does not attempt to separately identify sugars, sirups, and
molasses by name for classification purposes. Rather, products of this
description are classified in accordance with their physical and chemical
properties, regardless of the name by which a particular product may be
called. Under the description "sugar, sirups, and molasses, derived from
sugar cane or sugar beets, principally of crystalline structure or in dry
amorphous form'" (TSUS item 155.20) are classified all the solid sugars of
commerce, including raw and refined sugar.

Pursuant to Presidential Proclamation No. 4539, issued November 11, 1977,
the column 1 rate of duty for TSUS item 155.20 was established at 2.98125
cents per pound less 0.0421875 cent per pound for each degree under 100
degrees (and fractions of a degree in proportion) but not less than 1.9265625
cents per pound. By general headnote 4(b) of the TSUS, the column 2 rate was
established at the same level. The rate formula provides a duty of 2.8125
cents per pound for 96-degree raw sugar. 1/ All countries exporting sugar to
the United States are subject to these rates of duty except for certain
countries eligible for duty-free treatment under the Generalized System of
Preferences.

Sugars, sirups, and molasses, derived from sugar cane or sugar beets, not
principally of crystalline structure and not in dry amorphous form, containing
soluble nonsugar solids (excluding any foreign substance that may have been
added or developed in the product) equal to 6 percent or less by weight of the
total soluble solids, are classified for tariff purposes in TSUS item 155.30.
Articles imported under this description are primarily liquid sugar and invert
sugar sirups. Articles classified under TSUS item 155.30 are dutiable on
total sugars at the rate per pound applicable under item 155.20 to sugar
testing 100 degrees. All designated beneficiaries for the Generalized System

of Preferences are eligible for duty-free treatment on imports under TSUS item
155.30.

Import quotas

On November 16, 1974, when the President, by Proclamation No. 4334,
established rates of duty for sugar provided for in TSUS item 155.20 and
155.30 pursuant to headnote 2, part 10A, schedule 1, of the TSUS, the
President also established a global quota of 7 million tons, raw value, on such
sugar imports. At that time, it was announced that the quota was not intended
to be restrictive on normal import levels. On November 30, 1978, the
President signed Proclamation No. 4610 which lowered the global quota to 6.9
million tons, raw value. In addition, the quota was allocated with 210,987
tons, raw value,, for the products of the Taiwan, and 150,544 tons, raw value,
for the products of all countries other than members of the International
Sugar Agreement, 1977, for the calendar years 1978 and 1979. The 1978 and

I/ The term "degree" means sugar degree as determined by polarscopic test.
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1979 quota for Taiwan has not yet been filled, but at the time of the
Proclamation, the quota for nonmembers of the International Sugar Agreement
had already been overfilled, which in effect made the quota restriction an
embargo on further imports from such countries (including EC countries) through
December 31, 1979. The European Community (including Belgium, France, and
West Germany) has not become a member of the International Sugar Agreement,
although it has attempted to negotiate membership status through "equivalent
disciplines'" to export quotas as required by the agreement. These negotia-
tions have not been successful, hence, there will be no further imports from
the countries under investigation until at least January of 1980, and if the
International Sugar agreement, 1977, is ratified by the United States, such
imports will be subject to severe limitations thereafter. Most of the quota
for nonmembers is based upon the import levels of Colombia, which has since
applied for membership in the International Sugar agreement. Should Colombia
become a member, the United States would be obliged by the terms of the
agreement to reduce the quota for remaining nonmembers or the agreement (other
than Taiwan) to a very low level based on historical import levels.

Section 22 fees

At the time the antidumping petition was filed, Presidential Proclamation
No. 4547, issued January 20, 1978, pursuant to section 22 of the Agricultural
Adjustment Act, as amended, provided for additional import fees for certain
sugars provided for in TSUS items 155.20 and 155.30. For sugar provided for
in item 155.20, to be further refined or improved in quality, the additional
fee under TSUS item 956.15 was 2.70 cents per pound. For sugar in item
155.20, not to be further refined or improved in quality and for sugar in item
155.30, the additional fee under TSUS items 956.05 and 957.15, respectively,
was 3.22 cents per pound. None of the additional fees could exceed 50 percent
ad valorem. An exception was provided for sugar entered for the production of
polyhydric alcohols (i.e., manitol and sorbitol) not for use in human
consumption. Designated beneficiaries for the Generalized System of Prefer-
ences are not eligible for duty-free treatment with regard to section 22
fees. These fees were established under emergency powers of the President
pursuant to section 22, pending the receipt by the President of the U.S.
International Trade Commission's report to the President (issued April 17,
1978) and his action thereupon.

On December 28, 1978, the President signed Proclamation No. 4631 in
response to the Commission's section 22 report, establishing a system of
variable tariffs on sugar to be managed by the Secretary of Agriculture. The
system provides that the import fees are to be adjusted quarterly on the basis
of world prices of sugar for the 20 consecutive market days preceding the 20th
day of the month preceding each calendar quarter, and automatically whenever
the world price of sugar plus duties, fees, and attributed c.i.f. costs varies
from a price objective of 15 cents per pound by more than 1 cent per pound.

On the basis of this system, the Secretary of Agriculture established fees for
the first quarter of 1979 of 3.35 cents per pound for TSUS item 956.15, and
3.67 cents per pound for TSUS items 956.05 and 957.15. For the second quarter
of 1979, fees have been adjusted downward to 2.76 cents per pound for TSUS
item 956.15 and 3.28 cents per pound for TSUS items 956.05 and 957.15. The
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basis world price that was the basis for duties in the first quarter of 1979
was 7.94 cents per pound; for the second quarter of 1979 the basis price was
8.53 cents per pound. On May 1, 1979, however, world prices had fallen to
about 7.77 cents per pound.

Countervailing duties

On July 30, 1978, the U.S. Customs Service announced a final counter-
vailing duty determination that sugar provided for in items 155.20 and 155.30
which benefited from bounties or grants was being entered into the United
States. Such sugar imported directly or indirectly from the European
Community (EC), if entered or withdrawn from warehouse for consumption on or
after July 31, 1978, is subject to payment of countervailing duties equal to
the net amount of any bounty or grant determined or estimated to have been
paid or bestowed. The net amount of such bounties or grants was ascertained
and estimated to be 10.8 cents per pound of sugar. Under the Common Agri-
cultural Policy (CAP) of the European Community, there is a substantial
surplus of sugar for which such bounties and grants apply. Such counter-
vailing duties would apply to sugar imported from Belgium, France, and West
Germany except to the extent that the importer could show that such imports
benefit from bounties or grants smaller than the 10.8 cents per pound esti-
mated by the U.S. Customs Service. However, there may also be substantial
quantities of European Community sugar exports to which bounties or grants do
not apply, which could be imported without the imposition of countervailing
duties.

Most, but not all, of the sugar produced in the European Community is
subsidized under the EC's Common Agricultural Policy. The CAP sets up three
accounting categories or designations for all of the sugar produced in the
EC. The first two categories, labled "A" and "B," are quota amounts and are
subsidized, and the third, labled "C," is excess production over the quotas
and is not subsidized. The "A," "B," and "C" sugar is completely fungible,
and the respective designations are for accounting purposes only.

The "A" sugar quota equals about 105 percent of annual EC human sugar
consumption, and the "B" quota equals 27 percent of the "A" quota. Thus, the
"A" and "B" quotas, both of which are subsidized, equal about 132 percent of
annual EC sugar consumption. All sugar produced in excess of the "A" and "B"
quotas is "C" sugar. '"C" sugar is generally about 10 percent of EC sugar
production and has been estimated for the 1977 crop year at about 200,000 to
300,000 short tons. Under the CAP, a marketing year runs from October 1 to
the following September 30. . The harvest of the sugar beets begins in early
October and is generally complete sometime in February. The exact amount of
excess "C" sugar is not known until October each 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.
Most, if not all, of the "C" sugar is expected to come from Belgium, France,
and West Germany, which are the only surplus sugar-producing countries in the
EC.
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The subsidies are paid to the producers after the end of the marketing
year and are based, as noted above, on annual EC human sugar consumption.
Because the subsidies have been quite profitable, producers find it
advantageous to produce enough sugar to insure the filling of the "A" and "B"
quota allocations, if possible. In recent years, EC producers have produced
more than enough sugar to fill their "A'" and "B" quota allocations and, hence,
there has been excess 'C" sugar.

Discussions with officials at the Treasury Department have generated
information that "C" sugar would not be countervailable. Thus, the existence
of the countervailing duty on European sugar would not appear to be a
deterrant. to the importation of '"C" sugar into the United States.

In view of the fact that the present U.S. sugar duties are about 5.5
cents per pound and the U.S. domestic price of sugar is about 14.00 cents per
pound, it is unlikely that any EC sugar subject to a countervailing duty of
10.8 cents per pound and a tariff of 5.5 cents per pound could be sold in the
United States. Under such circumstances, apparently only "C" sugar could
enter the United States at commercially competitive prices. Hence, only "C"
sugar could be sold at less than fair value.

Nature and Extent of LTFV Sales

In investigating whether there were export sales at LTFV from Belgium,
France, and West Germany, the Department of the Treasury requested pricing
information concerning the purchase price of U.S. imports and the prices of
home-market sales during the 6-month period March 1-August 31, 1978. No
substantive responses were received from any of the involved exporters.
Therefore, Treasury was obliged to use such information as was available. For .
the purposes of these determinations, purchase prices were calculated on the
basis of the prices to United States purchasers after deducting c.i.f. costs
and duties, when any of these charges were included in the selling prices.
This information was obtained from Customs entry documents. Home-market
Prices were calculated based upon the European Community 1977/78 raw sugar
intervention price per pound as established under the Common Agricultural
Policy, and as published in the official Journal of European Communities.
This price is the floor below which the price of sugar sold within the
Community is not permitted to fall. Comparisons were made on all sales from
the three countries during the period under investigation, and in comparing
Prices for these sales Treasury found that the purchase prices were less than
the home-market prices in all sales examined. The following margins were
found for each country.
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LTFV margins, as found by Treasury and calculated by the
U.S. International Trade Commission

(In percent)

: As found by tAs calculated by the
: Treasury 1/ : Commission 2/
Country 3 Range of f Weighted f Range of f Weighted
: . : average : . : average
. Mmargins ., margin : margins margin
T R T — ———— : 62-131 : 103 ¢ 47-56 : 51
France-——=====mmm=——————— e :  88-128 : 102 : 38-57 : 51
West Germany-—-———---- -- -t 121 : 121 : 55 : 55
1/ Calculated as the difference between the home-market price and the

purchase price divided by the purchase price.
2/ Calculated as the difference between the home-market price and the
purchase price divided by the home-market price.

Any antidumping duties assessed in the absence of changes in the home
market export prices on sales to the United States by the three countries
would be less than the 10.8 cents per pound countervailing duty if the
countervailing duty were applicable to any future import shipments. However,
Treasury estimates of home-market values are considerably lower than the 18.54
cents per pound estimated by the Commission staff effective at the time of
1978 imports from the EC. The current home-market values in the EC are even
higher (20.69 cents per pound), hence, duty assessment for antidumping duties
would probably be higher than the countervailing duty. Withholding of
appraisement of entries of sugar from Belgium, France, and West Germany became
effective on February 12, 1979 and was scheduled to extend for 3 months, or
until May 12, 1979. 1In the event of an affirmative finding by the Commission,
only imports entered on or after the effective date of the withholding of
appraisement will be subject to the imposition of antidumping duties.

The Domestic Industry

About 55 percent of the sugar consumed annually in the United States
comes from domestic sources (30 percent from sugar beets and 25 percent from
sugar cane) and 45 percent from foreign sources (virtually all cane). In
recent years the Florida sugar industry has accounted for about 14 percent of
total U.S. sugar production (tables 1 and 2 in app. F).
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U.S. sugar beet growers and beet sugar processors

Sugar beets are currently produced in 18 States. The number of farms
producing sugar beets in 1977/78 most likely increased from the 12,000 farms
producing sugar beets in 1973/74 (the last year for which official statistics
are available). Sugar beets are grown by farmers under contract to beet sugar
processors. The contracts generally call for growers to deliver beets from a
given acreage to processors and for processors to reimburse the growers on a
basis which includes a percentage of the return processors receive from the
sale of the refined sugar. In 1976 there were 58 beet sugar factories, owned
by 13 companies or cooperatives scattered throughout the sugar-beet-producing
regions in the United States. The 58 factories had a daily processing
capacity of about 200,000 tons of sugar beets.

Hawaiian sugar cane growers and millers

Hawaii is noted for having the highest yields of sugar cane per acre in
the world. There were more than 500 farms in Hawaii, harvesting 97,000 acres
of sugar cane in 1977. About half the acreage is irrigated, and it produces
two-thirds of the sugar cane harvested. Five large corporations, often called
the five factors, 1/ account for more than 95 percent of the acreage and
production of Hawaiian sugar cane through their subsidiary produc1ng and/or
milling companies.

More than 95 percent of the raw sugar produced in Hawaii is refined on
the U.S. mainland by the California and Hawaiian Sugar Co. (C&H), a coopera-
tive agricultural marketing association. The refining company is owned by 16
Hawaiian raw sugar producing and/or milling companies, but also serves as the
refiner and marketing agency for independent nonmember sugar cane farmers in
Hawaii.

Mainland sugar cane growers and millers

Louisiana, Florida, and Texas are the principal mainland States producing
sugar cane. The mainland cane-milling industry takes sugar cane from growers
and processes it into raw sugar. Because it rapidly becomes more difficult to
recover sucrose from sugar cane once it has been cut, the cane mills are
located close to the producing areas. In 1975/76, the 40 mainland cane-
milling companies produced about 1.8 million short tons of raw sugar and
several byproducts, such as molasses and bagasse.

Louisiana.--Sugar cane in Louisiana is grown on the flood plains of the
bayous (mostly streams in the M1531ss1pp1 Delta). The acreage that can be
devoted to sugar cane in Louisiana is limited and any expansion of production
will probably be accomplished by increasing y1e1ds. The number of farms
producing cane has probably declined from 1,290 in 1973/74 (the last year for

1/ The five factors are C. Brewer & Co., Ltd.; Castle & Cooke, Inc.; Amfac,
Inc.; Alexander & Baldwin, Inc.; and Theodore H. Davies & Co., Inc.
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which official statistics are available). More than half of the Louisiana
crop is grown by owners of processing mills. Thirty one companies operated 37
sugar cane mills in 1975-76, with a total daily processing capacity of
approximately 135,600 short tons of sugar cane.

Florida.--In Florida, sugar cane production has been increasing. In
1973/74, there were 136 farms producing sugar cane (the last year for which
official statistics are available), but the bulk of production comes from a
few large farms. The land devoted to sugar cane in Florida is concentrated in
the vicinity of Lake Okeechobee, where the "soil" consists of organic
materials deposited over the centuries. As sugar cane is grown on this
high-yielding base, the level of organic material drops because of exposure to
the air. Eventually, when the organic material runs out, sugar cane
production methods will have to be revised. Most of the sugar cane in Florida
1s produced by owners of cane sugar mills, of which there were eight in
1975/76. These mills have a daily process1ng capacity of 82,000 short tons of
sugar cane. One company in Florida that is both a processor and grower, the
United States Sugar Corporation, is the largest grower of sugar cane in the
United States.

Texas.--The Texas sugar cane industry began production in southern Texas
in 1973/74 and has been growing since then. In 1975/76, one sugar cane mill,
operated as a cooperative owned by the growers, had a daily capac1ty of 8,500
short tons of sugar cane.

Puerto Rico sugar cane growers and millers

In the last decade, there has been a severe decline in the number of
farms producing sugar cane and in sugar cane production in Puerto Rico. The
number of farms declined from 11,608 in 1963/64 to 2,551 in 1973/74 (the last
year for which official statistics are available). The bulk of the sugar cane
acreage and most of the sugar-cane-processing mills are owned, leased, or
contracted for by the Sugar Corporation of Puerto Rico, a quasi-governmental
corporation. Twelve sugar cane mills in Puerto Rico had a daily processing
capacity of about 55,000 short tons of sugar cane in 1975/76.

Cane sugar refiners

There are 22 cane sugar refineries in the continental United States,
located mainly on the east and gulf coasts. The 22 cane sugar refineries are
operated by 12 companies and 1 cooperative. Traditionally, cane sugar
refiners provided about 70 percent of the sugar consumed in the mainland U.S.
market. 1In 1977, U.S. cane sugar refiners produced 7.55 million short tons,
raw value, of sugar. Cane sugar refiners are the principal users of imports
of raw sugar. They obtained about 61 percent of their raw sugar supplies from
foreign sources in 1975.
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U.S. importers and sugar operators

Besides the cane sugar refiners, which contract for the bulk of U.S.
sugar imports, other importers and sugar operators are involved in the
importation of raw, semirefined, or refined sugar. They import sugar and
arrange for the sale and delivery of the commodity to buyers (mostly cane
sugar refiners). The need for the importers' and sugar operators' services
arises because producers cannot always find refiners willing to buy at the
times and locations that producers have sugar to sell and vice-versa. The
importers' and sugar operators' services consist of financing the transaction,
chartering the transportation, arranging for loading, import and export
documentation, delivery to the buyers' docks, and taking the risk of price
changes while these procedures are being undertaken. The operators also
engage in significant trading in sugar futures markets, and may operate in the
world sugar trade outside the U.S. market. In 1974, there were at least 16
sugar operators dealing in raw sugar and an unknown number of importers
dealing in refined sugar for direct consumption sales.

Foreign Producers

The European Community is the world's leading producer, accounting for
more than one-tenth of total world production of sugar (table 3). The
U.S.S.R., Brazil, Cuba, India, and the United States are also important
producers. The European Community, the U.S.S.R., and the United States consume
most of their own production, while Brazil, Cuba, and India export significant
portions of their output (table 4).

In most years, world production of sugar exceeds world consumption of
sugar, which is why world sugar prices are generally low (table 5). However,
when world consumption exceeds world production for any prolonged period,
prices generally rise quickly. Since 1974, world production has been in
excess of world consumption, by increasing amounts in each year up until 1977,
and was in excess by 3.3 million tons in 1978. The result has been the
current low level of world sugar prices.

In 1978 the leading suppliers of U.S. sugar imports (TSUS items 155.20
and 155.30) were the Philippines, the Dominican Republic, Brazil, Argentina,
Peru, Australia, and Guatemala. Although 46 countries supplied sugar to the
United States in 1978, the principal suppliers listed above accounted for more
than 63 percent of the total. Belgium, France, and West Germany were minor
suppliers and accounted for 0.54, 0.91, and 0.35 percent, respectively, of
U.S. sugar imports in 1978 (table 6).

The European Community's Common Agricultural
‘ Polticy for Sugar

The European Community's Common Agricultural Policy for sugar has a long
history. Before the admission of Denmark, Ireland, and the United Kingdom to
the European Community, the original six members were generally net exporters
of sugar to the world, and variable levies were used to preclude any
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substantial sugar imports. With the admission of Denmark, Ireland, and the
United Kingdom to the European Community, sugar producers of the original six
members were hopeful that the United Kingdom, which had long been a net
importer of sugar under the Commonwealth Sygar Agreement, would become a
market for their surplus production. However, in the negotiations for
accession of the United Kingdom to the EC, it was necessary to deal with the
United Kingdom's former Commonwealth suppliers; the result was the Lome'
Convention, which provided a variety of trade preferences to associated
developing countries. One of the most important preferences was quotas for
sugar imports into the European Community at guaranteed prices. Hence, the
expanded European Community was to become an importer of sugar but still have
substantial surpluses of sugar that had to be exported with the benefit of
subsidies.

Production controls

The production control system of the CAP for sugar designated three
categories of internal EC sugar production: "A," "B," and "C" quota
production. The "A" or basic quota aims to meet internal EC consumption, but
since "A" quota levels are set by political negotiations, they have usually
been fixed at levels greater than consumption. "A'" quotas are allocated to
each member state. Each member state, in turn, allocates specified shares of
its total national quota to domestic sugar refiners and processors on the
basis of their past production levels. Refiners and processors are guaranteed
a basic intervention price for their share of "A" quota production. Growers
are guaranteed a minimum beet price as well.

"B" quota sugar production is fixed prior to each market year by
political negotiation among EC member states. The "B" quota level is
determined as a percentage of the basic quota ("A" quota). In 1975, when
sugar was in short supply, the "B" quota was equivalent to 45 percent of the
"A" quota, but for 1976/77 and 1977/78 this was reduced to 35 percent. For
1978/79 the "B" quota was reduced to 27.5 percent of the "A" quota, and this
percentage could be reduced further still in upcoming negotiations. '"B'" quota
sugar is guaranteed the same intervention price as "A" quota production, but a
production levy of up to 30 percent of the intervention price is assessed on a
manufacturer's "B" quota production. The cost of this levy is shared by
growers and manufacturers at a predetermined ratio. The production levy is
intended to help meet the cost of marketing '"B" quota sugar. If the disposal
costs exceed the revenue from the levy, the CAP treasury must absorb the
additional costs. Together, the "A" quota and "B" quota are referred to as
the "maximum quota."

"C" quota production designates any sugar produced in a factory in excess
of its own maximum production quotas. 'C" quota production is undertaken at
the producers' risk and has no price g<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>