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REPORT OF THE UNITED STATES GOVERNMENT TO THE
CONTRACTING PARTIES ON ACTION UNDER SECTION 22

OF THE AGRICULTURAL ADJUSTMENT ACT

I ntroducti on

This report is submitted in accordance with a decision of the

Contracting Parties of Mirch 5, 1955 and covers the period from 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 years.

Finally, the report outlines the supply position and related data on the

commodities for which Section 22 controls are currently in effect.

Background

By decision of March 5, 1955, the Contracting Parties waived obli-

gations 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 United States

to make an annual report which includes:

1. Any modifications or removal of restrictions effected
caring 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
solution of the problem of surpluses of agricultural commodities.

As in previous years, and in keeping with the language of tne waiver,

all imported commodities currently subject to regulation 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 Agreement.

Section 22 of the Agricultural Adjustment Act, as amended, has

been in effect since August 24, 1935. It empowers the President of the

United States on the basis of an investigation and report by- the United

States International Trade Commission (formerly the United States

Tariff Commission) to regulate the importation of commodities whenever

he finds that such importation renders or tends to 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 requiring emergency treatment, 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 under its terms in order to meet chancing circum-

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



the Decision in BISD, Third Suoplement, page 36.

Current Situation

There are now in effect imPort restrictions pursuant to Section 22

on cotton of certain specified staple lengths, cotton waste and certain

cotton products; peanuts; certain dairy products; and sugar. These

commodities are subject to continuing restrictions.

Since 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 wih respect 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) valued 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 liquid sugar and other sugar sirups.

By issuance of Proclamation No. 4547 of January 20, 1978, the

President modified the fee system in order to better control imports

of refined sugar and also to simplify certain administrative problems

being experienced by the U.S. Customs Service. Proclamation No. 4547

provided for fixed fees of 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; a maximum limit 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 and Add. 2, were taken because Fugar 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 limitations on imports of refined sugar and

liquid 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 measures imposed by

Proclamation 4547 in light of the Commissior's report.

Steps Taken to Balance Agricultural Production with Demand

During the period 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.



L/4727
Page 6

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

national program acreage -- similar to the previous national acreage

allotment -- was established for 1978 crop upland cotton. 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 upland

cotton do not limit 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 to 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 should 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 fundamental change.

Price support levels for commodities regulated under Section 22 for

1977 and 1978 are shown in Table 1.



TABLE 1 - Price Support Levels: Section22Commodities L/4727

Support Price
Commnodity Unit 1977 1978

(Dollars) (Dollars)

Cotton, Upland
Loan Rate 1/ lb. .4258 .4800
Deficiency Payment 2/ lb. 3/ 3/

Cotton, Extra Long Staple
Loan Rate lb. .7730 .8370
Payments lb. 0 0

Peanuts - Quota Loan lb. .2152 .2100
- Additional Loan lb. -- .1250

Dairy Products
Mfg. Mil k 4/ 5/ cwt. 8.26 9.00

9.00 9.43
9.87

Raw cane sugar 6/ lb. .1350 .1473
Refined beet sugar 6/ lb. .1557 .1699

1/ For 1977 crop, basis Middling 1-inch, net weight, micronaire 3.5
through 4.9, at average location; for 1978 crop, basis Strict Low
Middling 1-1/16". net weight, micronaire 3e5 through 4.9, at average
location.

2/ 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 farm 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.

3/ 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.

4/ 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.

5/ On October 1, 1977, the price support was set at S9.00,on April 1, 1978,
it was increased to $9.43,on October 1, 1978, the support price was
increased to $9.87. The increases were in accordance with the Agricul-
tural Act of 1949, as amended.

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

Section 22 Quotas in Effect

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

and certain cotton waste and cotton products.

Need for Continuing Imort Quotas

During the 1977 and 1978 crop season, the United States has had

in operation price support, production adjustment, and related surplus

disposal programs and thus restrictions were continued. It is

necessary to continue import quotas 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 Corporation (CCC) loan by producers. There is a

possibility that some of the cotton placed under loan could eventually

be forfeited by producers. Thus, CCC could be faced with surplus

problems and costly disposal operations. The elimination of import

quotas 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 Program

The 1978 program for extra long staple cotton is essentially the

same as the 1975, 1976, and 1977 ro rs. The Food and Agriculture Act

of 1977 continues for upland cotton concepts provided inLthe Agriculture

and Consuer Protection Act of 1973. The 1977 Act provides a fcar year

program (1978-1981) for wheat, feed grains, and upland cotton. The

upland cotton program is part of an overaL. farm, program desired to

ancourage the expansion of needed far production to meet domestic and

foreign d~and while protecting faw income earned fro the mrketplace.

The 1977 Act continues the concept of guaranteed or "Targetsm prices.

The target price for 1978 crop upland cotton is 52.00 cents per pound.

If the average market price received by farmers during the 197& calendar

year is at or above the 52.60 cents per pound target price, no deficiency

-payments V1 be made. If the average price is below the target level,

payments vill be made on the deficiency. The 1977 Act lI±-ts total

payments to any person under one or Ore of the a=a3 programs for

cotton, wheat, or feed grains to $40,000 for the 1978 crop.

There is no crop2wd set-isde requirement for upland cotton

in 1978, but producers vill be required to reduce ereeage by 20 percent

in order to be guaranteed 100 percent target price protection on production

from their entire acreage. 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 di-serted acreage
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plus the acreage for harvest does not exceed the 1977 planted acreage, will

receive 2 cents per pound on the acreage planted.

The 1977 national allotment was 11 million acres, the minimum provided

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 acreage. The 1978

acreage will be used only to determine the maximum acreage eligible for pay-

ment. The law requires that the acreage be set at a level that the Secretary

determines necessary to maintain adequate supplies, but cannot be less than

10 million acres, as noted above.

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, compared

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 as was the case in

prior years; however, the Food and Agriculture Act of 1977 provides

that nonrecourse loans for upland cotton shall, 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 through 4.9)

in the designated spot markets for the preceding month exceeds 130

,percent of the average spot price for the preceding 36 months. During

the 1977-78 season, about 4.5 million bales were placed under loan,

and through October 11, 1978, all but about 678,000 bales
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had been redeemed. For the 1978-79 season through October 11, 1978,

about 9,000 bales had been placed under loan, none of which had been

redeemed.

The Food and Agriculture 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 conditions 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 regular 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 compared wich about 10.5 million 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 million 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, 1970, carryover is reported at about 5.3 million

bales. The October estimate off 1978 crop production was 10.8 million bales,

down about 3.5 million from 1977.

Extra 'ona StaDle 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 croD extra long staple Droduction was 82,100

bales, down substantially °- 30,100 bales -- from 1977.

3) Steps Taken to Balance SuDvly 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.
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PEANUTS

Section 22 Ouotas in Effect

No changes were made in the import quota for peanuts.

Need for Continuing the Imoort Ouota

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 national acreage allotment

is set at the new legal minipms of 1,614,000 acres, 4,000 acres above the

1977 miniu but about the same as the actual national acreage allotment.

!Mis Act established minimum national poundage quotas which are reduced

each year from 1,680,000 tons in 1978 to 1,440,000 tons in 1981. Quotas

represent 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 poundage quota are supported at a lower level.

For the 1978 peanut crop the Secretary announced a national poundage quota

of 1,680,000 tons supported at $420 a ton net with the additional peanuts

supported at $250 a ton net. This compares with a support level of

$430.50 a ton gross ($410.50 per ton net after deductions) for the

entire 1977 peanut crop. The Secretary may increase the acreage allotment

and poundage quota above the statutory minimum if se determines one or

both are insufficient to meet expected requirements. The minimum quota

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



Program Activity

During the 1977-78 marketingyear, 536 million 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 loan will approximate 631 million pounds,

with 10 million pounds 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 shown below.
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Year Domestic Stocks Diversion
Beginning Consumption End of Under
August 1 Production1/Imports & Exports 2/ Year Price Support 3/
---------- ----- MillionPounds, Farmers' Stock Basis--------------------

1967 2,473 2 2,495 353 650

1968 2,543 2 2,541 357 58l

1969 2,535 1 2,540 353 586

1970 2,979 2 2,881 453 1,033

1971 3,005 2 3,068 392 1,204

1972 3,275 2 3,240 429 1,158

1973 3,474 1 3,351 553 858

1974 3,668 1 3,138 1,084 410

1975 3,857 1 3,886 1,056 1,170

1976 3,751 1 4,204 608 1.,236
1977 4/ 3,726 1 3,754 581 305

1/ Data are net weight values.

2/ Includes civilian and military food use, crushedfor oil, exports
and shipments as peanuts, seed,feed, farmloss, and shrinkage.

3/ Included in Domestic Consumption & Exports; may include diversions
of previous crop.

4/ Preliminary.

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

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

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

Through 1977 the U.S. followed two principal approaches with a

view to solving the problem of surplus peanuts: (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 commercials 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 Effect

Since the last report, no new quotas have been added to the quotas

previously in effect. All of the existing quotas continued without

change.

As detailed in Table 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 and, consequently, in the "pricebreak"which

dete-mines whether or not imported cheeses falling under cer-aintan

classifications are subject to quota. Effective October 1, 1978, -the

Cheddar- cheese purchase price was increased fr= 103.25 cents per pound

to 106.00 cents per pound; this necessitated an increase in the 'tpricebreak"

fom $1.10 per pound to $1.13 per pound.

Need for Continuing Imoort 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 between 75 and 90 percent of parity

as will assure an adequate supply, reflect changes in cost of production,

and assure a level of fa= income adequate to meet _r1ure needs. The Food

and Agriculture Act of 197 increased the minimtm level of support to

80 percent of parity through March 31, 1979. The 1977 Act also requires the

support price be adjusted semiannually to reflect any esti=maed change in

the parity index during the semiannual period.

The support price was set at $9.00 per hundredweight, 82.3 percent of

the parity equiivalent price, as of April 1, 1977. Effective October 1, 1977,

the marketing year was changed from April 1-March 31 to October 1-September 30.

The price support level of $9.00 was continued for the 1977-78 mrketing year

and was again estimated to be 82.3 percent of the parity equivalent price.

The support price was increased to $9.43, beginning April 1, 1978, as a

result of the semiannual adjustment.

b. Program Acti-vitv. In carrying out the price sunpprt and related

programs in the 1977 calendar year, the Department of Agriculture removed

5.3 percent of the 1'ft and 4.8 recent of the solids-nct-fat in the -4>
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and cream marketed by farmers. USDA removals in calendaryear1977were

222 million poundsof butter, 148 million pounds of cheese. 462millionpounds

of nonfat dry milk and 16 million pounds of evaporated milk.The CCC Purchase

cost was $689 million, comparedto $233 milion in 1976.
The expenditures under the Special Milk Program were $110 million during

FY 77 (October 1, 1976-September 30, 1977). (The United States fiscal year

changed from a July-June basis to an October-September basis effective

October 1, 1977.) The expenditures were $138 million in FY 78.

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

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

cheese, 270 million pounds of nonfat dry milk and 13 million pounds Of

evaporated milk, at a purchase cost of $377 million.

c. Supply Situation. During 1977, milk production recorded an increase

over the same month in 1976 for every month. Because of depressed prices.

barrel cheese was added to the list of products purchased by the Coodity

Credit Corporation in order to support the price of milk. Although wholesale

prices off butter, block cheese, barrel cheese amd nonfat dry milk were close

to CCC purchase prices, manufacturing milk prices remained belcm. the support

price.

After 29 consecutive months of increases, milk production dropped below

year earlier levels in March 1978. Milk production has been about one percent

below year earlier levels every month since then. Consumption of milk and

dairy products has increased more than two percent during the same time.

Consequently, Ceomodity Credit Corporations market removals under the price

support program have been much lower than a year earlier, and manufactring

milk forces have been above the Support price since July.
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World supplies off dairy products continue to be in excess cecfmercial

demand. The resu0ltant surnluses cct-iue to seek cutlets -herever Possible.

In the absence of i:ort controls, these supluses woud rep-ace doeest-c

production to the serious impairmmen of the dairy price support program.

Steps Taken to Balance Supply and Demand

There are several programs available which are used as adjuncts to the

price support program and which serve to attain an effective balance between

supply and demand. These include: (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 a competitive 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 programs for school lunch and

institutions; and (c) the use of excess CCC stocks for various foreign programs,

including emergency aid, donations, grants, and sales under U.S. aid program

such as mL 480. In the first nine months of fiscal year 1977-78, 1.77 billion

half-pints of milk were served in schools, sueer camps and child cae

institutions under the Special Milk Program compared to 1.96 billion during the

same period in FY 1977.

The following table summarize USDA market remoovls from 1960 through

September 1978, and utilization during 1976, 1977 and the first nine months

of 1978.



USDA Market Removals
YearMilk :: Nofar : Evap-

: Production Butter : Cheese : dry : orated

.i.960 . .

1961 . .

1962 . .

1963 . .

1964 . .

1965 . .

1966 . .

1967 ..

1968 .

1969 . .

1970 . .

1971 . .

1972 . .

1973 . . .

1974 . .

1975 . .

. 16 . . .

1977 . . .

1978 . .
Jan. -Sert.

Mil. lb.

144.8

329.4

402.7

307.5

295.7

241.0

25.1

265.1

194.8

187.9

246.4

292.2

233.7

97.7

32.7

63.4

39.4

221.8

122.1

Xi . lb .

0.3

100.3

212.9

110.9

128.5

48.6

10.8

180.5

87.5

27.7

48.9

90.7

30.4

3.2

60.3

68.2

38.0

148.2

39.7

: m.; lk
N 1. lb

852.

1,085.

1,386.

1,219.

1,168.

1,098.

365.

687.

557.

407.

451.

456.

2/345.

36.

265.

394.

157.

, 461.

269.

Mimilk

.8 _-

6 --

1 --

2 __

8 __

4 --

8 --

0 --

8 54.9

2 107.5

6 48.4

2 111.4

0 97.0

8 53.7

0 28.3

5 24.5

1 21.8

7 15.9

7 13.0

:Mik Percenr
Equiva- Removal
lent of of M4ilk
Removals :Productio
Mil. lb. Percent

3,101 2.5

8,019 6.4

10,724 8.5

7,745 6.2

7,676 6.0

5,665 4.6

645 .

7,427 6.3

5,159 4.4

4,479 3.9

5,779 4.9

1/7,251 6.1

.1/5,345 4.5

1/2,184 1.9

1,345 1.2

2,035 'A
1,236 1.0

6,080 4.9

2.943 3.2

1/ Includes
2/ Includes
Uncomitted
nonfat dry milk.

small purchases of dry whole milk.
9.6 million pounds, Title I export sales.
Government stocks on September 30, 1978 were 585.1 million pounds of

L/L'727
Page 420

XIii. lb.

123,109

125,707

126,251

125,202

126,967

124,180

119,912

118,732

117,225

116, 108

117,007

118,566

120,025

115,491

115,586

115,334

120,269

122,957

: --93,279

--

-_ .-__
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UtiIlization commitments to uses) in January-September 1977 compared

with January-September 1978 were: 1/

: Butter Cheese Nonfat Dry Milk
Item

: Jan.- : Jan.- Jan.- :Jan.- :Jan.- Jan.- :
: Sept. : Sept. Sept. : Sept. Sept. : Sept.
: 1977 : 1978 1977 : 1978 : 1977 : 1978

(Million Pounds)

Uncommitted supplies as of
beginning 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:
Sales--unrestricted use : --- 12.3 2/ 4.7 28.4

Sales--restricted use : 2/ 0.4 --- --- 4.4 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 : 0.4 0.7 --- --- --- ---

Foreign donations
As dairy product : --- --- --- --- 108.0 140.4
Furnished as an ingredient

for CSM (corn-
soya-milk) : --- --- --- --- 20.0 22.8

TOTAL UTILIZATIONS : 60.3 92.5 71.2 83.4 188.1 314.7

Uncommitted 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
inventory adjustments.

subtractions because of rounding and

2/ Less than 50,000 pounds.
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Utilisations(commitments

calendar year 1976 were: 1/

to uses) in calendar year 1977 compared with

: Butter : Cheese :Nonfat dry milk

Item
: 1976 : 1977 : 1976 : 1977 : 1976 : 1977

(Million pounds)

Uncommitted supplies as of
beginning of year : --- 33.9 --- 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 : --- --- --- --- --- 0.6

Sales to Dept. of Defense : --- --- --- --- --- 0.4

Domestic donations
Schools and needy : 26.2 77.0 44.0 90.3 23.5 37.3
Bureau of Prisons : --- 1.4 --- 0.9 --- 0.9
Dept. of Defense --- 6.6 --- 1.2 --- ---

Veterans Administration : --- 0.4 --- --- --- ---

Foreign donations
As dairy product : --- --- --- --- 124.5 137.0
Furnished as an ingre-

dient in corn-soya-milk : --- --- --- --- 25.6 29.1

Total utilizations : 26.2 85.8 44.0 92.8 280.1 249.4

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
inventory 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 takes final action on the investigation

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 Import Fees

Because of low prices for foreign sugar, import fees remain neces-

sary to Prevent interference with the price support program. If external

conditions strengthen world prices to a point where the import fees no

longer are necessary, the necessary measures to eliminate the fees 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
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thesupport level (equivalent to 52.5 percent of parity) was 13.5

cents per pound, raw value. The support level for the 1978 crop (also

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

1977 crop loan 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.

Program provisions include the following:

1. In order to be eligible for a loan the processor must pay all
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 collateral becomes the property of the Com-
modity Credit Corporation (CCC) at loan maturity. Processors
must continue to store (CCC will make storage payments) the
commodity 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 by 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 sugar. Through

October 20, S235.2 million representing almost 821,800 short tons

had been repaid. Repayments on the first loans which were
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made mature on November 30, 1978; 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 longer

term, domestic production has supplied between 48 and 63 percent of

requirements. Imports provided the remainder of supplies, primarily in

the form of raw sugar. Annual data on sugar production, imports, 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 6.0million short tons. Because of excess world supplies and

depressed prices, United 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 import 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 level, were non-inflationary and which

would cover production costs and provide a reasonable return to



TA
BL

E
S-

2-
-
SU

GA
R,

CA
NE

,
AN
D
B
E
E
T
:S
UP

PL
Y

AN
D

UT
IL

IZ
AT

IO
N,

UN
IT
ED

ST
AT
ES
,

CA
LE
ND
AR

YE
AR
S,

19
67
-7
7

SU
PP
LY

-
-

-
-

-
-

-
-

-
-

-
-

-
-

-
-

-
-
-

-
-

----
--
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
_
-
-
-
-
_
_

_
_
_
_
_
_
__
___

_
_

_
_

_
_

_
_

_
_

_
_

_
_

:
PRO

DUC
TIO

N
OF
FS
HO
RE

RE
CE

IP
TS

:
YE
AR

:
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

BE
GI

N-
:

:
:

:
TE

RR
I-

:
:

NI
NG

:
TO
TA
L

CA
NE

1/
:

BE
ET

:
TO
TA
L

:
FO
RE
IG
N

:
TO
RI
ES

:
TO
TA
L

ST
OC
KS

SU
PP
LY

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

_
-
-
-

_
-
-
-
-
-
-
-
-
-
-

-
-
-
-
-
-
-
-
-
-
-
_

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

L/
47

27
Page26

1,
00

0
SH
OR
T

TO
NS

,
RA
W

VA
LU

E

2,
56

7
2,
58
8

2,
23
6

2,
36

3
2,3

86
2,
48
12,708

2,
44

2

2,
82
9

2,
79
7

2,
66

7

2,
73

0
3,
03
9

3,
24
6

3,
51
1

3,
42
9

3,
53

4
3,
35
3

3,
22

1
3,

47
3

4,
00

3
3,

42
3

5,
29

7
5,
62
7

5,
48
2

5,
87
4

5,
81

5
6,
01
5

6,
06
1

5,
66

3
6,
30
2

6,
80
0

6,
09

0

4,
80

4
5,
13
0

4,
88
6

5,
29

6
5,

58
7

5,
45

9
5,
32
9

5,
77

0
3,

88
2

4,
65
8

6,
13
8

705 50
4

34
2

35
3

14
4

14
9 79 15
7 96 20
3

10
2

5,
50

9
5,

63
4

5,
22
8

5,
46

9
5,
73
1

5,
60

8
5,

40
8

5,
92

7
3,

97
8

4,
86
1

6,
24
0

2,
15

8
2,
94
1

3,0
43

2,
86
9

2,
83

5
2,

82
5

2,
85

4
2,

85
6

3,
49

0

13
,5
64

14
,2
02

13
,1

53
14

,3
92

14
,3

81
14
,4
46

14,
292

14
,2
36

13
,1
34

14
,5
17

15
,0

28

UT
IL
IZ
AT
IO
N

:
N
E
T
.

:
:

DO
ME

ST
IC

DI
SA

PP
EA

RA
NC

E
:

--
--
--
--
--
--
--
--
--
--
--
--
--
--
--
--
--
--
--

YE
AR

:
TO

TA
L

CH
AN

GE
IN
:

BA
LA
NC
-

LI
VE

ST
OC

K:
MI
LI
TA
RY

AN
D

:
US
E

EX
PO

RT
S

:
IN
VI
ST
AB
LE
:

IN
G

:
FE

ED
AN
D

:
CI

VI
LI

AN
:

:
S
T
O
C
K
S

:
IT

EM
S

2/
:

AL
CO

HO
L

:-
--

--
--

--
--

--
--

--
--

-
:

:
:

:
TO
TA
L

:P
ER

CA
PI
TA

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

1,
00

0
SH

OR
T

TO
NS

,
RA
W

VA
LU
E

-
1
8
8

29
1

-2
13 18
5

-
7

-2
1 91

3
0
0

-2
67 -1
8

21
13

66 51 57 60 70 45 69 51 29 72 14

19
9 82 68 8
3 61 62 31 8 6

10
,4

74
10

,6
56

10
,9
50

11
,1

63
11

,3
45

11
,4

87
11,

429
10

,9
46

10
,3
04

10
,8
95

PO
UN
DS

RE
F
IN

ED

98
.5

99
.2

10
1.

0
10

1.
8

10
2.

1
10

2.
8

10
1.

5
96
.6

90
.2

94
.7

-
-
-

11
,1
00

95
.7

1/
IN
CL
UD
ES

H
A
W
A
I
I
.

2/
CA

LC
UL

AT
ED

AS
A

RE
SI
DU
AL
.

3/
PR
EL
IM
IN
AR
Y
4/

ES
TI

MA
TE

19
67

19
68

19
69

19
70

19
71

19
72

19
73

19
74

19
75

19
76

19
77

3/

SSR.Vol.3,No.9,SEPTEMBER1978
19

67
19
68

19
69

19
70

19
71

19
72

19
73

19
74

19
75

19
76

19
77

3/

10
,6
23

11
,1

59
10
,8
84

11
,5

57
11
,5
58

11
,6
23

11
,6
46

11
,3

82
10
,2
78

11
,0
19

11
,3

37

72 79 82 66 89 56 26 77
20
6 20



L/4727
Page 27

efficient producers. It is United States policy 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 uneconomically high degree

of self-sufficiency.

In recent periods, the United States has modified its customs

duties in response to external price changes. As previously 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 world price situation which will permit their reduction or

eventual elimination. Meanwhile, domestic production is being supported

at non-expansionary levels, and the President has successfully opposed

legislation which would have encouraged substantial increases in domes-

tic production at the expense of imports.

At the international level, the United States supports the objectives

and provisions of the International Sugar Agreement, to which it has

provisionally subscribed. The President requested the legislative

authority required 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 legislation.


