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Introduction

This report is submitted in accordance with a decision of the
Contracting Parties of March 5, 1955 and covers the period froﬁ October 1977
through October 1978. It includes a brief review of the situation with
respect to the commodities currently subject to Section 22 import regula-
tions, and descriptions of steps taken in the United States to balance '
production with demand; these steps follow the pattern of recent y?ars.
Finally, the report outlines the supply position and related data on the.
commodities for which Sectiocn 22 controls are currently in effect.

Backgroﬁnd

By decision of March 5, 1955, the Contracting Parties waived obli-
gaticns of the United States under Articles II and XI of the General
Agreement to the extent necessary to prevent their conflict with actions
required to be taken by the Government of the United States under Section
22 of the Agricultural Adjustment Act,,as amended { see BISD, Third
Supplement, page 32). The waiver decision calls for the Uﬁited States
to make an annual .report which includes:

1. Ay modifications or removal cf restrictions effected
c¢iring the reporting period;

2. Restrictions currently in effect;
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3. Reasons why such restrictions (regardless of whether covered
by this waiver) continue to be applied, and;

4. Steps taken during the reporting period with a view to a
sclution of the probiem of surpluses of agricultural cormodities.

As in previous yearé,'and in keeping with the language of the waiver,
all imperted commodities cuvrently subject to reculation under Section 22
are reviewed in this ‘report, whether or not such regulation would, in the
absence of the waiver, conflict with the provision of the General Agresment.
Section 22 of the Agricultural Adjuétment Act, as amended, has
oeen in effect sinee-August 24, 1935. It empowers the Presidant of the
United States on the basis 6f an investigation and report by-the United

States International Trade Commission (fcrmerly the United States

Tarif{f Commission) to regulate the importation of commodities whenever
he finds that such importation renders or tends te render ineffective
or materially interferes with the price support or stabilization pro-
grams relating to agricultural commodities undertaken by the Department of
Agriculture. When a condition exists req&iring emergency freatment, the
President may take action prior to the Commission's investigation and
report. '

The legislation also provides for the modification of import regu-
lations established undar its terms in order to meet changing circum-

stances. The compiete text of Section 22 is published as an Annex to



the Decision in BISD, Third Sucplement, page 36.

Current Situation

There are now in effect import restrictions pursuant to Section 22
on cotton of certain specified stapie lengths, cotton waste and certain
cotton products; peanuts; certain dairy products; and sugar. These
commodities are subject to continuing restrictions.

Si;ce the last report, the only actions taken under the Section 22
authority concerned sugar. On November 11, 1977, the President issued
Proclamation Number 4538 imposing import fees on sugar, utilizing the
emergency powers of subsection (b) of Section 22. This was the first
utilization of the Section 22 authority with resvect to sugar, although
sugar imports had until December 31, 1974 been subject to import quotas
established under the Sugar Act of 1948. Proclamation 4538 established
a fee of 50 percent ad valorem on sugars (raw and refined) valuad at
not more than 6.67 cents per pound. The fee progressively diminished
up to values of 10 cents per pound, and no fee was applicable to values
over ten cents per pound. Similar fees based on pounds of total sugar
were applicable to 1iquid sugar and other sugar sirups.

By issuance of Proclamation No. 4547 of January 20, 1878, the
President modified the fee system in order tc better control imports
of refined sugar and also to simplify certain administrative prob1ems
being experienced by the U.S. Customs Service. Proclamation No. 4547
provided for fixed fees of 2.70 cénté.per pound for raw sugar and 3.22
cents per pound for refined sugar and for liquid sugar and other sugar

sirups; a maximum 1imit of 50 percent ad valorem applied to both fees.
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The aforementioned Section 22 actions, reported in documents
L/4612, Add. 1 anc Add. 2, were taken because sugar imports were inter-
fering with the Department of Agriculture's price support program for
sugar beets and sugar cane. Sugar prices on the international market
were depressed because of surplus supplies, and sugar was being imported
into the United States in abnormally large quantities at prices substan-
tially below the minimum support prices required by the Food and Agricul-
ture Act of 1977. The purpose of the import fees was to bring market
prices up to a level which would attract domestic sugar instead of
channeling it into government ownership.

As required by the Section 22 statute, the President's actions
were investigated by the International Trade Commission. In its report,
the Commission found that imports were interfering with the price sup-
port program and recommended an increase in the import fee for raw
sugar and quantitative Tlimitations on imports of refined sugar and
T1iquid sugar and other sugar sirups. As-of the date of submission of
this report, final action by the President was pending regarding the
extension, modification or termination of the measﬁres imposed by
Proclamation 4547 in light of the Commissior's report.

Steps Taken to Balance Agricuitural Production with Demand

During the perioﬁ under review, the United States continued to take
actions designed to bring about a better balance between supply and
demand of the commodities under Section 22 regulation. ‘

The steps taken to influence the supply may be briefly summarized
as follows. Acreage allotments and marketing quotas were in effect

for the 1977 and 1978 crops of extra long staple cotton and peanuts.



Acreage allotments were in effect vor 1977 crop upland cotton; a

national program acreage -- similar to the previous national acreage
allotment -- was established for 1978 crop upiand cotion. Compliance
with acreage allotments and marketing quotas for extra long staple

cotton and peanuts is a condition of price support and other program
benefits and serves to limit acreage planted. However, the 1977 na-
tional acreage allotment and the 1978 national program acreage for up]énd
cotton do not 1imit the acreage planted; there is no limit, and the
acreage is used only to determine the maximum acreage eligible for pay-
ment.

As in previous reports, attention is drawn tc the important and
sometimes critical influence which natural forces have upon the harvest
in any season, as well as to the highly significant effects of techno-
logical improvements in production.

It chould also be noted that the President successfully opposed pro-
posed legislation which would have strongly encouraged expansion of domes-
tic sugar and sweetener production and reduced foreign suppliers' share
of the United States Market. Under existing legislation and programs
affecting sugar production, the respective shares of domestic and foreign
suppliers is expected to continue without funcamental change.

Price support levels for commodities regulated under Section 22 for

1977 and 1978 are shown in Table 1.



TABLE 1 « Price Support Leveis:

Seczion 22 Ccmmodities

Support Price

Commodity Unit 1877 1678
(DoTTars) (Doilars)
Cotton, Upland
Loan Rate 1/ 1b. .4258 .4800
Deficiency Payment 2/ 1b. 3/ 3/
Cotton, Extra Long Staple
Loan Rate 1b. .7730 .8370
Payments 1b. 0 0
Peanuts - Quota Loan 1b. .2152 .2100
- Additional Loan 1b. -- .1250
Dairy Products
Mfg. Milk 4/ 5/ cwt. 8.26 9.00
9.00 9.43
9.87
Raw cane sugar €/ 1b. .1350 1473
Refined beet sugar 6/ 1b. .1557 .1699

1

For 1877 crop, basis Middling 1-inch, net weight, micronaire 3.5
through 4.9, at average location; for 1978 crop, basis Strict Low

Tidd]ing 1-1/16", net weight, micronaire 3.5 through 4.9, at average
ocation.

No deficiency payments were made for 1977; for 1978, farm deficiency
payments, if made, will be calculated on the acreage of cotton deter-
mined by multiplying the acreage planted for harvest on the fam by

the national allocation factor. If a producer voluntarily reduces

his 1978 plantings by 20 percent below 1977, he will receive deficiency
payments on the total planted acreage.

The Food and Agriculture Act of 1977 continued the guaranteed or "tar-
get" prices for upland cotton. For 1977, the target price was 47.80
cents per pound; for 1978, it is 52.00 cents per pound. Deficiency
payments are made only if the average market price received by farmers
during the applicable calendar year is lower than the target price.

Implemented through a standing offer to purchase Cheddar cheese, butter
and nonfat dry milk, in carlots, from processors at prices designed to
return the support price for manufacturing milk on an annual national
average basis.

On October 1, 1977, the price support was set at $9.00,on April 1, 1978,
it was increased to $9.43,on October 1, 1978, the support price was
incr2ased to $9.87. The increases were in accordance with the Agricul-
tural Act of 1949, as amended.

Loan rates applicable for the crop of the year indicated.
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COTTON AND COTTON WASTE

Section 22 Guotas in Effect

Import quotas continue for upland-type cotton, lorg staple cotton,

and certain cotton waste and cotton products.

Need for Continuing Import Quotas

During the 1977 and 1978 crop season, the United States has hsd
in operation price support, production adjustment, and related surplus
disposal programs and thus restrictions were continued. It is
necessary to continue import quctas on cotton, cotton waste and certain
cotton products in order to prevent material interference with the
Department of Agriculture's programs for cotton. With a less than
optimistic outlook for mill use and only slightly increased exports. it
is expected that substantial quantities of the 1978 crop will be placed
under Commodity Credit Corporatiom (CCC) loan by producers. There is a
possibility that some of the cotton pleced under loan could eventually
b2 forfeited by producers. Thus, CCC could be faced with surplus
problems and costly disposal operations. The elimination of import
guotas could trigger larger imports of cotton, thereby forcing
additional quantities into the CCC loan program and further aggravating

the situation for domestic cotton producers and programs.
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a. 1978 Cotton Proxam

The 1978 program for extra long staple cotton is essemtially the

same as the 1975, 1976, and 1977 programs. The Food and Agriculture Act
of 1977 continues for upland cotton concepts provided in the Agriculture
and Consumer Frotection Act of 1973. The 1977 Act provides a Zcur yeer
Program (1978-1981) for wheat, feed grains, and upland cotton. The
upland cotton program is part of an overall farm program designed to
oncourage the expansion of needed farm production to meet domestic and
foreign demand while protecting farm income earned from the marketplace.

. The 1977 Act continues the concept of guaranteed or nsarget” prices.
The target price for 1978 crop upland cottom is 52.00 cents per pound.
If the average market price received by farmers during the 1978 calendar
year is at or above the 52.00 cemts per pound target price, no deficiency
-payments Wll be made. I the average price is below the target level,
payments will be made con the deficiency. The 1577 Act limits total
payments to any person under one or more of tke anmial programs for
cotton, wheat, or feed grains to $40,000 for the 1978 crop.

There is no cropland set-aside requirement for uplé.nd cotton

in 1978, but producers will be required to reduce sareage by 20 percent
in order to be guaranteed 100 percent target price protection om production
?rom their entire acreaée. A voluntary paid diversion program is in effect
for 1978 crop upland cotton. Participants who divert an acreage of cropland

equal to 10 percent of the 1978 planted acreage, provided the diverted acreace
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Plus the acreage for harvest does not exceed the 1¢77 plarnted acreage, will
receive 2 cents per pound on the acreage planted.

The 1577 national allotment was ii million aéres, the minimum previded
by law. The 1978 national program acreage for upland cotton was set at
10,248,000 acres; such acreage may be revised, but cannot be reduced below
the statutory minimum of 10 million acres. Size of the program acreage does
not restrict planting; there is no limit on planted aéreage. The 1978
acreage will be used only to determige the maximum acreage eligible for pay-
-ment. The law requires that the #creage'be_set at a level that the Secretary
determines necessary to maintain adequate éupplies,-but cannot be less than
10 million acres, as nofed &bove.

Program Activity.

1) Upland Cotton. CCC stocks under loan or in inventory on July 31,

1978 (the end of the marketing year), were 1.2 million bales, comparéd
with about 0.3 million on July 31, 1977. Beginning with the 1971
crop, loans mature 10 months from the first day of the month in

which the loan is made, rather than on July 31 ac was the case in
prior years; however, the Food and Agricﬁlture Act of 1977 provides
that nonrecourse loans for upland cottonlshall, upon request of the
producer during the tenth month of the loan period, be made available
for an additional term of eight months, unless the average price of
Strict Low Middling 1-1/16 inch cotton (micronaire 3.5 thrqggh 4.9)

in the designated spot markets for the precedihg month exceeds 130
. percent of the éverage'spot price for the preceding 36 months. During
the 1977-78 season, about 4.5 million baies were placed under loan,

ané through October 11, 1978, all but about 678,000 bales
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had been redeemed. For the 1978-79 season thrcugh October i1, 1978,
about 9,000 bales had been piaced under loan, none of which had been
redeemed.

The Food and Agricuiture Act of 1977 also provides that if the
average spot price of strict low middling (micronaire 3.5 through 4.9)
in the designated report market for a month exceeds 130 percent of the
average price of such quality of such cotton for the preceding 36-month
period, loans will not be extended, and the President shall proclaim
a special global import quota, subject to certain condi;ions in the
Act. Since the spot price has not exceeded 130 percent in 1978, no
special quotas have been proclaimed.

2) Extra Long Staple Cotton. As with upland cotton, loans mature 10

months from the first day of the month in which the loan is made. For
the 1977 crop, ELS cotton loans may be extended, at the producer's
request,for eight months, after the reqular maturity date. During the
1977-78 season, 46,418 bales were placed under loan, and through
October 11, 1978, 30,834 bales had been redeemed. No loans on the 1978
crop had been made through October 11, 1978.

Supply Situation

1) Upland Cotton. The carryover on August 1, 1977, totaled 2.9 million

bales. ' Production in 1977 increased significantly from 1976, totaling
about 14.3 million bales as compaéed with about 10.5 miliion in the
previous year. Thus, total supply in 1977-78 approximated 17.2 million
bales or 3.0 million above a year earlier. Disappearance (domestic con-
sumption and exports) totaled about 11.9 million bales in 1977 as compared
with 11.4 miilion in 1976. Offtake in 1977 was below 1977 production by

about 2.4 million bales, resulting in a 2.4 million bale increase in the
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carryover. The August 1, 1978, carryover is -reported at about 5.2 million
bales. The October estimate of 1578 crop production was 10.8 miilion bales,
down about 3.5 million from 1977.

Extra ona Staple Cotton. The carryover on August 1, 1977, totaled about

49,000 bales. Production in 1977 increased from 1976, totaling 112,000
bales as compared with 64,000 in the previous year. Imports in 1977
totaled 4,000 bales, significantly less than 1976.imports of 19,000 bales.
Thus, total supply approximated 165,000 bales or about 16,000 above a
year earlier. Disappearance (domestic consumption and exports) totaled
about 93,000 bales, about 9,000 more than 1976; about 3,000 bales were
unaccounted for. The net result was a carryover on August 1, 1978,
estimated at about 69,000 bales, 20,000 bales above a year earlier. The
October estimate of the 1978 crop extra long staple production was 82,100
bales, down substantially -- 30,100 bales -- from 1977.

3) Steps Taken to Balance Supply and Demand. In addition to acreage

allotments, marketing quotas, and other.acreage options, additional
government programs designed to attain a better balance in the supply
and demand position include: (1) CCC sales of its stocks in a manner
that should avoid disrupting domestic and foreign markets; and (2) con-
tinued emphasis on research and market promotion programs designed to
increase cotton utilization throughout the world. These programs remain

basically the same as previously reported.



PEANUTS
Section 22 Quotas in Effect
No changes were made in the import quota for peanuts.
Need for Continuing the Import Cuota

Import controls on peanuts are being continued to prevent material

interference with U.S. programs and operations relating to peanuts.
Programs

The Food and Agriculture Act of 1977 required changes in the programs
for the 1978 through 1981 crops. The 1978 natiormal acreage allotment
is set at the new legal minimm of 1,614,000 acres, 4,000 acres above the
1977 minimum, but about the same as the actual national acreage allotment.
This Act estabiished oininum nafional goundage quotas which are reduced
each year from 1,680,000 tons in 1978 to 1,440,000 tons in 1981. Quctas
represeat the peanuts eligible for domestic edible use and supported at
not less than.$420 per ton. Peanuts produced on the acreage allotment
but in excess of a farm's pcundage quota are supported at a lower level.
For the 1978 peanut crop the Secretary announced 2 natiomal poundage quota
of 1,680,600 tons supported at $420 a’ ton net with the additional peanuts
gsupported at $250 a ton net; This compares with a support level of
$430.50 a ton gross ($410.50 per ton net after deductioms) for the
entire 1977 peanut crop. The Secretary may increase the acreage allotment
and poundage quota above the statutory minimum if ke determines one or

both are insufficient to meet expected requirements. The minimum quota

support level may be increased at the Secretary's discretion.



Drogzzm Activity
During the 1977-78 markeriag year, 536 miliioca pounds of farmers'
stock peanuts were placed under loan, of which approximately 231 million
pounds were redeemed. For the 1978-79 marketing year, it is anticipated
that the quantity placed under ican will approximate 631 million pounds,
with 10 million pouﬁds redeemed,
Supply Situation
During the 1977 crop year, the U.S. continued to be confronted
with a surplus situation on peanuts., Annual data on peanut production
consumption, exports, stocks and acquisitions under the price support

program since the 1967 marketing year are showm below.
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Year Dezestic Stecks  Diversionm
Beginniag _Consu=pticz Izd of Undex
Auvgust 1 Preducsticn 1/ Iooorts & Exoorts 2/ Year Price Supoort 3/
e L R Million Pounds, FaTmers' Stock 2aSiseee=cccccccccacaacaas
1967 2,473 2 2,495 353 650
1968 2,543 2 2,541 357 581
]
1968 2,535 - 1 2,540 353 586
1970 2,979 2 2,381 453 1,033
1971 3,005 2 3,068 392 1,204
1972 3,275 2 3,249 429 1,158
}
1973 3,474 1 3,351 553 858
1974 3,668 1 3,138 1,085 "410
1975 3,857 1 3,886 1,056 1,170
1976 - 3,751 1 4,204 608 1,236
1977 &/ 3,726 1 3,754 581 305

1/ Data are net weight vilues.

'2/ 1Includes civilian and =military food use, crushed for oil, exposts

and shipments as peanuts, seed,feed, farm loss, and sar

irnkage.

3/ 1Included in Domestic Consumption & Exports; may include diversions

of previous crop.

&/ ©Preliminary.

The total supply of peanuts in the United States for 1978-79 is

expected to be about 4,535 aillion pounds, compared with an average

supply of 4,442 nillion pounds for the five years 1973-77.
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Steps Taken to Balance Suppiy & Demand

Zhrough 1977 the U.S. followed two principal approaches with a
view to solving the problem of surplus peznuts: (1) acreage in
production, as it has been for 20 years was held to the minimum per-
mitted by law; and (2) peanuts acquired by the CCC under the price
support programs were disposed of outside normal commercial market
channels at a financial loss primarily for crushing into oil and
donation of oil and other products under Section 416 programs (domes-
tic distribution) and Public Law 480 programs (food aid). The new
legislation provides methods which should be more effective in balancing

supply and demand. CCC net realized losses were an estimated $90 million

in fiscal year 1978.

DAIRY PRODUCTS

Section 22 Quotas in EfTect

Since the Tast report, no new guotas have been added to the quotas
previously in effect. A1l of the existing quotas continued without
change.

As detailed in Tabie 1, the domestic support price for manufacturing
milk was increased twice during the reporting period. These increases

resulted in increases in the Commodity Credit Corporation purchase
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price for Cheddar cheese endé, consequently, in the "pricerreek"” which
determines wnether or not imported cheeses falling under certain tarifs
classifications are supject to quota., Effective Octover 1, 1S782, <he
Cheddar cneese purchase price was increased fram 103,25 cents per pcund

to 106.00 cents per j_:ou:ad; this. necessitated an increase in the "pricebreak”
fram $1.10 per pound to $1.13 per pound.

Need for Comtinuing Import Quotas

a. Programs., The price support program, which is operated pursuant
to the Agricultural Act of 1949, as amended, requires that price support
for milk be established at such level betweern 75 and 90 percent of parity
as will assure an adequate supply, reflect changes in cost of production,
and assure a level of farm income adequate to meet fubture needs. The Food
and Agriculture Act of 1977 increased the minimm level of support to
80 percent of parity through March 31, 1979. The 1S77 Act .2lso requires the
support price be adjusted semiannually to reflect any estimated change in
the parity index during the semiannual periocd.

The support price was set at $9.00 per hundredweight, 82.3 perceni of
the perity equivalent price, as of April 1, 1377. Effective October 1, 1S77.
the marketing year was changed from April l-March 31 to Octover l-September 30.
The price suppert level of $9.00 was continued for the 1977-78 marketing yeer
and was again estimated to be 82.3 percent of the parity equivalent price.
The support price was increased to $9..L3, beginning April 1, 1978, as a
result of the semiannual adjustment.

b. Program Activitv. In carrying out the price suppcrt and related

programs in tae 1977 calendar year, the Department of Agriculiure removed

5.3 perceat of the milkfat and 4.E percent of the solids-nct-fat in the =ilx
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ara cresaxm meriketed by Jarmers, USDR remcvals in calendar year 1STT were

~ s - -

222 milliorn pounds of bubtiter, 1.8 million pounds of cheese, LIZ millien :

(1
k
'_
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i
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o
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of nonfat d&ry milk and 16 nillion pounds of eveporated milk. The CCC purchase

cost was $689 million, campared to $233 million in 1976.

The expenditures under the Special Milk Program were 3110 milliorn during
FY 77 {October 1, 1976-September 30, 1977).' (The United States fiscal year
changed fram a J'uly-Ju:.ae basis to an October-September basis effeétive
October 1, 1977.) The expenditures were $138 million in FY 78.

During the first nine months of calendsr 1978, the Department of

Agriculture had removed 122 million pounds of butter, 40 million pounds of

cheese, 270 million pounds of nonfat dry milk apnd 13 million pounds of

evaporated milk, at & purchase cost of $377 million,

c. Surply Situsticn. During 1977, milk production recorded an increese
over the same month in 1976 for every month. BRBecause of depressed prices,
barrel cheese was added to the list of products purchased by the Commodity
Credit Corporetion in arder to support the price of milk., Although wholesale
prices of bu "‘:.ez', block cheese, barrel cheese and nonfat dry milk were close
to CCC purchazse prices, mamifacturing milk prices remained below the support
Frice.

Af%er 29 consecutive months of increases, milk production dropped belcw
year earlier levels in March 1978. Milk production has been about one percent
below Yyear esrlier levels every month since then. Consumption of milk and
dairy products has increased more than two percent during the same time.
Corseguently, Ccmmodity Credit Corpora.tioz:'s merket removals under the rrice
SUZDOrt Drogranm have been much lower than z year earlier, and marufacturing

milk prices have been sbove the support price since July.
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world supplies of Gailry prcducis copmtinue $o Te in exctess cf commercial
demand. The resultant surpluses ccoiirnue to seek cutlets wherever possible.
In the absence of import controls, these surpiuses would repiace domestic

production to the seriocus impairment of the dairy price suppor< prograzn.

+teps Taken to Balance Supvly and Demand

There are several programs aveilable which are used as adjuncts to the
price support program and which serve to atiain an effective balance between
supply end demand. These inciude: (a) the Special Milk Program designed
to increase the consumption of fluid milk among children by reimbursing
state agencies and private institutions for the milk served; (b) CCC
purchases on & campetitive bid basis of butter, cheese, and nonfat dry milk
in special forms and in consumer-size packages, especially for use in various
food distribution programs, such as the progrems for school lunch and
institutions; and (¢) the use of excess CCC stocks for verious foreign prograns,
including emergency aid, donations, grants, and sales under U.S. aid programs
such as PL 480. In the first nine months of fiscel yesr 1977-78, 1.77 billion
half-pints of milk were served in schools, summer caxps and czild care
institutions under the Special Milk Progrem compared to 1.95 billicn during the
same pericd in FY 1977.

The following tables summerize USDA market removals from 1960 througk
September 1978, and utilization during 1976, 1977 and the first nine months

of 1978.



: USDA Market Removals Milk Percent

Year : Milk : : : Nenfat : ZSvap- : Equiva- : Removal

: Production : Butter : Cheese : dry : orated : lent of : of Milk

: : milk : milk : Removals:Productio

Wil. 1b.  Mil. 1. Mil. 5. Mil. Ib. MilL. 1b. Mil. ib. Porcent
1960 . . . . . 123,109 144.8 0.3 852.8 -- 3,101 2.5
1961 . . . . .: 125,707  329.4  100.3  1,085.6 -~ 8,019 6.4
1962 . . . . . : 126,251 402.7  212.9  1,386.1 - 10,724 8.5
1963 . . . . . : 125,202 307.5  110.9  1,219.2 - 7,745 6.2
1964 + + o . . : 126,967 295.7°  128.5  1,168.8 -- 7,676 6.0
1965 . . . . . : 124,180 241.0 48.6  1,098.4 -- 5,665 4.6
1966 . . . . .1 119,912 25.1 10.8 365.8 -- 645 0.5
1567 « « « . . : 118,732 265.1  180.5 687.0 - 7,427 6.3
1968 . . . . .: 117,225 194.8 . 87.5 557.8  54.9 5,159 4ot
1969 . . . . . : 116,108 187.9  27.7 407.2  107.5 4,479 3.9
1570 . . . . . : 117,007 246.4 48.9 451.6  48.4 5,779 4.9
1971 . . . . . : 118,566 -  292.2 90.7 £56.2  111.4 1/7,251 6.1
1872 . . . . .1 120,025 233.7 30.4  2/345.0  97.0 1/5,345 4.5
1673 . . . . .1 115,491 97.7 3.2 36.8  53.7 1/2,184 1.9
LS e . .t 115,586 32.7 60.3 265.0  28.3 1,345 1.2
1975 . . . . .1 115,33 63.4 68.2 39%.5  24.5 2,035 1.4
CJ6 . ... i 120,269 39.4 38.0 157.1  21.8 1,236 1.0
1977 « . . . . : 122,957 221.8  148.2  ,461.7  15.9 6,080 4.9

1978 . . .. . s

Jan.-Sept. i 93279 122.1 __ 39.7 269.7  13.0 2,943 3.2

1/ Includes small purchases of dry whole milk.

2/ Inciudes 9.6 million pounds, Title I export sales.

Uncommitted Government stocks on September 30, 1978 were 585.1 million pounds of
aonfat dry milk.



Utilization (commitments to uses) in January-September 1977 comparec

with January-September 1978 were: 1/

: Butter : Cheese : Nonfat Dry Milk
Item : : :
: Jan.~ : Jan.=- : Jan.- : Jan.- : Jan.~- : Jan.-
: Sept. : Sept. : Sept. : Sept. : Sept. : Sept.
s 1977 . 1978 : 1977 : 1978 : 1977 : 1978
: (Million Pounds)
Uncommitted supplies as of :
begimning of year ¢ 33.9 162.2 18.5 69.7 397.2 633.9
Purchases (contract basis) : 188.6 134.4 122.5 44,3 421.4 270.2
Utilizations: :
"ales--unrestricted use : -—- 12.3 2/ 4.7 28.4 -——-
Sales--restricted use : 2/ 0.4 -—- -—- bob 40.2
Noncommercial export sales : - ——- -—- -——- 0.6 69.3
Sales' to Dept. of Defense : = ~—- -—- == 0.4 7.9
Domestic donations :
Schools and needy + 51.9 70.6 69.2 77 .4 25.4 33.8
Bureau of Prisons : 1.4 1.5 0.8 0.5 0.9 0.3
Dept. of Defense : 6.6 7.0 1.2 0.8 —— ——-
Veterans Administration H 0.4 0.7 -——- - ——— ——-
Foreign donations :
As dairy product : -—- S -——- - 108.0 140.4
Furnished as an ingredient :
for CSM (corn- :
soya-milk) : - = ~—= et 20.0 22.8
TOTAL UTILIZATIONS : 60.3 92.5 71.2 83.4 188.1 314.7
UWssormitted supplies as of :
September 30 : . 162.2 204.1 69.7 30.6 633.9 585.1

1/ Totals may not result from additions and sSubtractions because of rounding and
inventory adjustments.

2/ less than 50,000 pounds.
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Ttilizations (commitments to uses) in calendar year 1977 compared with

calendar yvear 1978 were: 1/
Butter : Cheese ‘Nonfat dry milk
Izenm : : ; : ; :
: 1976 ¢ 1977 : 1976 : 1977 : 1976 : 1977
: (Million pounds) )
Uncommitted supplies as cf
beginning of year —— - 33.9 c—- 18.5 424.8 397.2

Purchases (contract basis) 60.1 201.3 61.8 124.6 258.2 490.1

Utilizations: :
Sales--unrestricted use :  =-- 0.2 2/ 0.3 101.1 28.4 -
Sales--restricted use : --- 0.2 ——— 0.1 . 5.4 15.7
Noncommercial Export Sales P w-- - ——- —— ——— 0.6
Sales to Dept. of Defense IR -—- ——— ——- —— C.4

Domestic donations :
Schools and needy : 26.2 77.0 44,0 90.3 23.5 37.3
Bureau of Prisoms : e=- 1.4 ——- 0.9 -—- 0.9
Dept. 0of Defense ! we- 6.6 cwe 1.2 ——- ——
Veterans Administration R 0.4 -—— —— -—- -—-

Foreign donations
As dairy product
Furnished as an ingre-
dient in corm-soya-milk : === --= - ——- 23.6 29.1

124.5 137.0

Total utilizations 26.2 85.8 44,0 02.8 280.1 249.4

Uncommitted supplies as of
December 31 : 33.9 149.1 18.5 50.3 397.2 638.0

1/ Totals may not result from additions and subtractions because of rounding and
inventecry adjustments.

2/ Less than 50,000 pounds.
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SUGAR

Section 22 Import Fees in Effect

The import fees on sugar in effect as of the date of submission
of this report (November 1978) are 2.70 cents per pound for raw sugar
and 3.22 cents per pound for refined sugar and for liquid sugar and
other sugar sirups. As previously noted, these fees were established
under the emergency provisions of Section 22 and are subject to modi-
fication when the President ta#es final action on the investigatioﬁ
report of the International Trade Commission. Sugar imports for the
production of polyhydric alcohols, except polyhydric alcohols for use
as a substitute for sugar in human food consumption, are exempt from
the fees; such imports are subject to licensing by the Department of
Agriculture in order to insure that utilization meets the conditions
of the exemption.

Need'for Continuing the Impcrt Fees

Because of iow prices for fcreign sugar, import fees remain neces-
sary to prevent interference with the orice supoort orogram. If extprna1
conditions strengthen world prices to a point where the import fees no
longer are necessary, the necessary measures to eliminate iHéf?ees will be
initiated.

Price Support Program

Since November 8, 1977, United States production of sugar beets and
sugar cane has been supported by a price support loan program, as required
by Section 902 of the Food and Agriculture Act of 1977. This legislation

provides for support of the 1977 and 1978 crops at not less than 52.5



ent, of parity. For the 1877 crop,

0

percent, and not more than §5 per
the support Tevel (equivaient to 52.5 percent of parity) was 13.5
cents per pound, raw value. The support level for the 1978 crop (&lso
52.5 percent of parity) is 14.73 cents per pound, raw value.

Under the program, processors may qualify for nonrecourse loans
(6% annual interest rate for 1977 and 7% for 1978) on sugar, sirup or
edible molasses processed from cane, or on refined beet sugar. The
1577 crop ioan rates were 13.5 cents and 15.57 cents per pound for raw
cane sugar and refined beet sugar, respectively. The comparable
national average 1978 crop loan rates are 14.73 cents and 16.99 cents.

Proaram provisions include the following:

1. In order to be eligibie for a loan the processor must pay ali
his eligible producers not less than prices specified by CCC
for sugar beets and sugar cane. These prices are designed
to provide price support to sugar beet and sugar cane produ-

cers at a level of at least 52.5 percent of the parity
prices for such commodities.

2. Eligible producers must certify (to processors) compliance
with minimum wage regulations.

3. Unredeemed loan coliateral becomes the property of the Com-
modity Credit Corporation (CCC) at loan maturity. Processors
must continue to store (CCC will make storage payments) the
comnodity after loan maturity until CCC moves it elsewhere.

4. Loans mature on the last day of the eleventh month following
the month of disbursement unless extended for a further period.

5. Loans are made and serviced ty state and county ASCS offices.
Loans which were made on the 1977 crop totaled $374.1 million
representing approximately 1,325,000 short tons of sucar. Through
October 20, $235.2 million representing aimost 821,800 short tons

had been repaid. Repayments on the first loans which were
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made mature on November 30, 1578; most outstanding loans will mature
in the period December 31, 1978-March 31, 1979. As of October 20,
1978, loans on the 1978 crop totaled $53.8 million; total loan
activity, the amount of which will depend on price movements in the

coming months, is currently projected at up to $900 million.

Supply Situation

The United States is not self-sufficient in sugar. Over the ionger
term, domestic production has suppiied between 48 and 63 percent of
requirements. Imports provided the remainder of supplies, primarily in
the form of raw sugar. Arnual data on sugar production, imrorts, stocks
and utilization are shown in the accompanying table. Preliminary data
indicate that 1978 calendar year domestic sugar production may be in the
range of 6.0 million short tons. Because of excess world supplies and
repressed prices, Unitad States market prices for sugar have remained
below support levels for most of 1977 to date.

Steps Taken to Balance Supply and Demand

Until the expiration of the Sugar Act of 1948 on December 31, 1974,
imports of sugar were regulated by imoort quotas. Since then, the
United States has endeavored to respond to radical shifts in world
supplies and prices by policies intended to achieve domestic market
prices which, at the consumer ievel, were non-inflationary and which

would cover production costs and provide a reasonable return to
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efficient producers. It «is United States poiicy to maintain a capacity
to produce a substantial part of its sugar needs. The United States
has sought to maintain a proper balance between domestic and imported
supplies and has not'attempted to attain an uneconomicaliy high degree
of self-sufficiency.

In recent periods, the United States has modified its customs
duties in response to external price changes. As previous]j noted, in
November 1977 and January 1978, in reaction to low external and inter-
nal prices and abnormally large imports, the President proclaimed import
duties and fees to protect the domestic raw sugar price objective of
13.5 cents per pound. The import fees remain in effect pending a strengthen-
ing of the worid price situation which will permit their reduction or
eventual e1imination; Meanwhile, domestic production is being supported
at non-expansionary levels, and the President has successfully opposed
legisiation which would have encouraged substantial increases in domes-
tic producticn at the expense of imports.

At the international level, the United States supports the objectives
and provisions of the Internationai Sugar Agreement, to which it has
provisionally subscribed. The President requested the legislative
authority reauired for full United States participation in the Agreement,
but was unsuccessful, primarily for reasons unrelated to the merits
of the Agreement. Continuing efforts will be made to obtain the neces-

sary legisiation.



