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INTRODUCTION

Thank you for the opportunity to participate in this important hearing. I am Jack Roney,
Director of Economics and Policy Analysis for the American Sugar Alliance (ASA). The
ASA is the national coalition of growers, processors, and refiners of sugarbeets,
sugarcane, and corn for sweetener.

The ASA has long endorsed the goal of global free trade because.U.S. sugar and corn
sweetener producers are efficient by world standards and would welcome the opportunity
to compete on a genuine level playing field. Until that free trade goal is achieved,
however, the United States must retain at least the minimal sugar policy now in place to
prevent foreign subsidized, dump market sugar from unfairly displacing efficient
American producers. This policy was substantially modified by Congress in the 1996
Farm Bill, but remains highly beneficial to American taxpayers and consumers.

While the ASA supports the goal of free trade, we have serious concerns about past
- agreements and about the structure of future multilateral or regional trade agreements.
Listed below are our specific recommendations regarding negotiations of the World
Trade Organization and the Free Trade Area of the Americas, followed by some
background on the United States’ role and standing in the world sugar economy and our
evaluation of the effects of past multilateral and regional trade agreements on the world
sugar market and on our industry.
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processing the beets and cane, sugar is really more of a high-value product than a
field crop.

* Inability to Hedge. The 1996 Freedom to Farm Bill made American farmers far
more dependent on the marketplace. Growers of grains, oilseeds, cotton, and rice
can reduce their vulnerability to market swings by hedging or forward contracting
on a variety of futures markets for their commodities. There is no futures market
for beets or cane. Farmers do not market their crop and cannot take delivery of
beet or cane sugar. The hedging or forward contracting opportunities exist only
for the processors -- the sellers of the sugar derived from the beets and cane.
These marketing limitations make beet and cane farmers more vulnerable to
market swings.

U.S. Sugar Policy Reforms. U.S. sugar policy was unilaterally and substantially
reformed in the 1996 Farm Bill, far in excess of URA commitments. The key reforms:

1) Production controls (“marketing allotments”) were eliminated. 2) Government-
provided non-recourse loans, or a government-guaranteed minimum price, are conditional
and no longer guaranteed -- unlike all other U.S. program commodities. This ensures
long-standing Congressional intent that U.S. sugar policy be run at no cost to the U.S.
Treasury. 3) The minimum import level, already about four times the minimum required
by the URA, was effectively raised another 20%.. 4) Sugar producers’ burdensome and
discriminatory marketing assessment tax was raised 25%, increasing expected annual
revenues to the U.S. Treasury from U.S. sugar policy to about $40 miillion. 5) A 1-cent
per pound penalty was established to discourage government loan forfeitures. 6) The
U.S. committed to further support price reductions when other countries surpass their
URA requirements, as the U.S. has done, and achieve levels equal to ours.

The reformed sugar policy of the 1996 Farm Bill does retain the Secretary of
Agriculture’s ability to limit imports, and also provides a price support mechanism,
though only when imports exceed 1.5 million short tons. The 1998/99 sugar import quota
is already below that critical trigger level.

U.S. SUGAR INDUSTRY'S FREE TRADE GOAL

Because of our competitiveness, with costs of production well below the world average,
the American Sugar Alliance supports the goal of genuine, global free trade in sugar. We
cannot compete with foreign governments, but we are perfectly willing to compete with
foreign farmers in a truly free trade environment.
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We were the first U.S. commodity group to endorse the goal of completely eliminating
government barriers to trade at the outset of the Uruguay Round, in 1986. We understand
we are the first group to endorse this same goal prior to the start of the 1999 multilateral
trade round. We described our goals and concerns to the Administration in a letter in
May 1997 to Trade Representative Barshefsky and Agriculture Secretary Glickman. A
copy of that letter is attached (Attachment B).

The ASA does not endorse the notion of free trade at any cost. The movement toward
free trade must be made deliberately and rationally, to ensure fairness and to ensure that
those of us who have a zlobal comparative advantage in sugar production are not
disadvantaged by allowin< distortions, exemptions, or delays for cur foreign competitors,
as we are experiencing ...zt the current agreement.

SUGAR AND THE URUGUAY ROUND AGREEMENT

Little Effect on World Sugar Policies. More than 100 countries produce sugar and all
have some form of government intervention. Unfortunately, these policies were not
significantly changed in the Uruguay Round Agreement (URA) of the WTO.

The URA inadequately addressed, or ignored:

* Compliance. Many countries have evaded or not yet even complied with their
URA agricultural commitments. In sugar, for example, the EU has managed to
isolate most of its sugar export subsidy program from URA disciplines. The
Philippines has yet to meet its requirements for increasing minimum access levels
to its sugar market. o

It was revealed at a WTO Analysis and Information Exchange Group meeting
Geneva in September 1998, nearly four years since the inception of the URA, that
a mere 17 of the 132 member {xgtj:ns have fulfilled all their notification
requirements on domestic support, export subsidies, and market access. One must
wonder how we can monitor compliance with WTO-mandated reductions in
agricultural policies when the vast majority of countries will not even
acknowledge which policies they have in place.

* Export Subsidies. The most distorting practice in world agricultural trade is the
export subsidy. Export subsidies provide countries the mechanism to dispose of
surpluses generated by high internal production subsidies. In the absence of
export subsidies as a surplus-removal vehicle, countries would have to reduce their
production supports.  With export subsidies in place, countries can move
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surpluses into markets where they do not belong and depress market prices. Other
countries are forced to respond with import barriers. In the world sugar market,
subsidized exports by the EU alone amount to about a fifth of all the sugar traded

each year.

The URA did not significantly reduce the amount of sugar sold globally with
export subsidies. The agreement failed to reduce the European Union's generous
price support level and requires only a tiny potential drop in its substantial export
subsidies. '

State Trading Enterprises (STE’s). STE’s are quasi-governmental, or
government-tolerated organizations that support domestic producers through a
variety of monopolistic buyer or seller arrangements, marketing quotas, dual-
pricing arrangements, and other strategies. These practices were ignored in the
Uruguay Round, but are, unfortunately, common in the world sugar industry.
Major producers such as Australia, Brazil, China, Cuba, and India have sugar
STE’s, but were not required to make any changes in the URA.

Developing-Country Producers. Developing countries, which represent nearly
three-quarters of world sugar production and trade, have little or no labor and
environmental standards for sugar farmers, have no minimum import access
requirements, and often have high import tariffs. Nonetheless, developing
countries were put on a much slower track for reductions, or, in the case of the
least developed countries, were exempted altogether from URA disciplines.

WTO Non-Members. Important sugar-producing and importing countries such as
China and the former Soviet republics are not WTO members, and need to do
nothing under the URA. Yet, these countries represent some 40% of global sugar
imports and 20% of production.

Labor and Environmental Standards. The gap in government standards -- and
resulting producer costs -- between developed and developing countries is well
documented and immense, but was ignored in the URA. In sugar, the gap is
particularly prononnced because, while the EU and the U.S. are major players,
production and exorts are highly dominated by developing countries, especially
in the cane sector.

Social Standards Gap. The differences in labor and environmental standards between
developed and developing countries are wide.
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American sugar producers operate with the highest possible regard for workers and the
environment. But we should not be penalized in multilateral trade negotiations for
providing these costly protections. Foreign countries that do not provide such protections
should not be rewarded. If we are ittempting to globalize our economy, we should also
globalize our worker and environmental protection responsibilities. If markets are to be
liberalized, standards must be harmonized.

In the next trade round, access to developed countries should be conditioned on
developing countries’ achievement and enforcement of higher labor and environmental
standards. Such an incentive system could help ensure that the next trade round results in
a race to the top, in protection of workers and the environment, rather than a race to the
bottom. Attached is a press release issued by the ASA in support of President Clinton’s
remarks at the WTO in this regard last May (Attachment O).

Widely Varying Levels of Support. Unilateral reforms to U.S. agriculture policy in the
1996 Farm Bill far exceeded U.S. commitments made the year before in the Uruguay
Round. Furthermore, developing countries, which dominate world agricultural trade and
particularly sugar trade, were subject to a slower pace of reductions, if any.

As a result, the United States is way out in front of the rest of the world in removing its
government from agriculture and has placed its farmers in a domestic free market
situation. This gap makes American farmers uniquely vulnerable to continued subsidies
by foreign competitors. |

It is key that. American farmers not be penalized for attempting to lead the rest of the
world toward free agricultural trade. American farmers must-be given credit for the
reforms they have endured. :

U.S. Sugar Surpasses URA Requirements. The United States is one of only about 25
countries that guarantees a portion of its sugar market to foreign producers and it has far
surpassed its URA commitment on import access. The URA required a minimum access
of 3-5% of domestic consumption. The United States accepted a sugar-import minimum
that amounts to about 12% of consumption. In practice, U.S. imports in 1994/95 and
1995/96 averaged 24% -- double the promise we made in the URA, and about six times
the global URA minimum.

All this sugar imported from 41 countries under the tariff-rate quota (TRQ) enters the
United States at the U.S. price, and not at the world dump price. Virtually all this sugar
enters duty free. Just five countries (Argentina, Australia, Brazil, Gabon, and Taiwan)
that lack Generalized System of Preferences status pay a minuscule duty of 0.625 cents
per pound. | '




