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International Sugar Trade Coalition, INC.

A Non-Profit Corporation

1054 Thirty-First Street, N.W. Suite 540 Washington, DC 20007
Phone: (202) 965-3449
Fax: (202) 965-4432
www.sugarcoalition.org
istc@sugarcoalition.org 
February 16, 2010
Hon. Tom Vilsack
Secretary of Agriculture
U.S. Department of Agriculture

1400 Independence Avenue, S.W.

Washington, D.C. 20250

Hon. Ron Kirk

U.S. Trade Representative

600 Seventeenth Street, N.W.

Washington, D.C. 20508



Re:
Sugar TRQ

Dear Secretary Vilsack and Ambassador Kirk:

With the recent dramatic increase in the price of sugar in the U.S. market, considerable attention has been focused on whether the Department of Agriculture (USDA) should increase the U.S. tariff rate quota (TRQ) on sugar.  In addition, we understand that the Sweetener Users Association (SUA) has recently urged USDA to adopt new measures to reallocate shortfall under the TRQ.  

As the representative of sugar industries in developing countries that hold allocations under the raw sugar TRQ, we believe strongly that the legitimate rights and interests of the traditional suppliers of sugar to the United States under the TRQ be respected in any such decision on increasing the TRQ and/or reallocating shortfall.

The International Sugar Trade Coalition (ISTC) is a non-profit association representing sugar industries in developing countries from Africa, the Caribbean, Central and South America, Asia and the Pacific that are traditional suppliers of sugar to the U.S. market under the raw sugar TRQ, including:  Barbados, Belize, the Dominican Republic, Fiji, Guyana, Haiti, Jamaica, Mauritius, Panama, the Philippines, St. Kitts and Nevis, Trinidad and Tobago, and Zimbabwe.  ITC’s members represent approximately one-half of the raw sugar TRQ allocations.  

In the TRQ administration provisions of the 2008 Farm Bill, Congress clearly expressed its intention that the traditional suppliers under the raw sugar TRQ should participate in any increase in U.S. sugar imports that may be necessary to prevent a shortage of sugar.  Congress required that the raw and refined TRQs must be set at the bound minimum levels and not increased prior to April 1 of each quota year in the absence of an emergency shortage of sugar.  In the event of such an emergency shortage of sugar, USDA must first increase the raw TRQ, and only if (1) such increased raw imports are insufficient to eliminate the shortage and (2) “domestic raw cane sugar refining capacity has been maximized,” may USDA increase the refined TRQ above the minimum level.  7 U.S.C. 1359k.  Similarly, after April 1 of each quota year, Congress specifically provided that “the Secretary may increase the tariff-rate quota on raw cane sugar if the further increase will not threaten to result in the forfeiture of sugar pledged as collateral . . . .”  Id. 

Accordingly, if there is to be an increase in the TRQ – either now are on April 1, 2010 – we strongly urge than any such increase should be made to the raw TRQ, not to the refined TRQ.

Regarding the SUA’s proposals for shortfall reallocation, we believe that USDA’s traditional measures for reallocating shortfall on a pro rata basis among those quota holders that are able to perform has proved to be an effective and efficient tool for obtaining the volume of sugar imports required by the market.  Equally important, the traditional shortfall reallocation process is clearly consistent with the WTO obligations of the United States.  The same cannot be said of many of the creative but untested options proposed by the SUA.

The SUA argues that radical new shortfall reallocation mechanisms are needed because the TRQ shortfall has increased in recent years.  But in fact, the TRQ fill rate so far under the 2009-2010 TRQ is well ahead of volume of imports at this time last year.  As of February 2, 2010, the raw sugar TRQ was already 43% filled.  At the same time last year, only 37% of the TRQ had entered the United States.  

Moreover, the SUA’s proposals for shortfall reallocation are aimed at the wrong problem.  If the U.S. sugar market is short of sugar, USDA can easily fix that by increasing the TRQ.  Tinkering with shortfall reallocation procedures is a time-consuming exercise that would only paint around the edges of the overall sugar supply picture.  
Having said all that, we will agree that a certain amount of inefficiency is built into the current TRQ administration process.  Specifically, on a fairly regular basis, quota holders petition USDA (1) to grant force majeure waivers to allow weather-delayed cargoes to enter in the subsequent quota year but be charged against the prior year’s TRQ; and/or (2) to allow small quota overages caused by unexpectedly large polarization adjustments to be carried over to the next quota year.  USDA must devote time and resources to consideration of such requests, most of which are typically approved.

Efficiency of TRQ administration would be enhanced if more flexibility were built into the process to allow small shortages or overages to be automatically carried over to the succeeding quota allocation without the need for a petition to and ruling by USDA.  Such flexibility could be limited to circumstances of force majeure and/or polarity adjustments and could be capped at a low level (e.g., not more than 10% of each TRQ allocation).  Force majeure circumstances that involve more than 10% of a TRQ allocation could remain subject to the current petition process.
The traditional suppliers of sugar under the TRQ have proven themselves to be reliable trading partners in times of need precisely because they represent numerous sugar-producing countries in various regions, thereby diversifying the sources of supply and the corresponding risks of shortfall.  USDA should recognize the value of this time-tested supply network and allow the traditional suppliers under the raw sugar TRQ to participate in growth of U.S. sugar imports, as Congress intended.  Accordingly, if USDA concludes that additional imports are necessary, we urge USDA to increase the raw TRQ, not the refined TRQ.  We also urge USDA to continue the time-tested method of pro rata reallocation of TRQ shortfall among the other quota holders that are able to perform.
We would be happy to discuss this important issue further at your convenience.

Respectfully,
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Paul Ryberg

President

cc:
Chairman Collin Peterson


Chairperson Blanche Lincoln

Hon. Jim Miller


Mr. John D. Brewer
Mr. Ronald Lord

Mr. James M. Murphy, Jr.







