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Phone: (202) 965-3449
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February 26, 2009

Hon. Tom Vilsack

Secretary

U.S. Department of Agriculture

1400 Independence Avenue, S.W.

Washington, D.C. 20250




Re:
Sugar TRQ 

Dear Secretary Vilsack:

We are aware that both the Sweetener Users Association (SUA) and the American Sugar Alliance (ASA) have recently written to you requesting and opposing, respectively, an increase in the tariff rate quota (TRQ) on sugar.  We are writing to urge 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 the TRQ that is made by the Department of Agriculture (USDA).

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, Malawi, Mauritius, Panama, the Philippines, St. Kitts and Nevis, Trinidad and Tobago, and Zimbabwe.  ISTC’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. 


USDA’s latest World Agricultural Supply and Demand Estimates report projects stocks at the end of the fiscal year will be less than 10 percent of consumption, a level that historically has encouraged sugar-program managers to increase the TRQ.  On the other hand, as the ASA has pointed out, market prices are already below the forfeiture level in spite of the statistically tight supply.  Despite these conflicting indications of whether a sugar shortage exists, there is clear evidence that U.S. domestic refining capacity has not been maximized, as would be required before the refined TRQ could be increased.  Imperial Sugar’s President John Sheptor recently stated at the SUA’s International Sweetener Colloquium that the Savannah refinery will be back in commercial operation by April 2009 and should return to 100% capacity by autumn 2009.  We also understand that Domino is not currently operating at capacity.  In short, U.S. sugar refining capacity is not being fully utilized.  If there is to be a TRQ increase, therefore, USDA should increase the raw TRQ, not the refined TRQ.

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.

We would be happy to discuss this important issue further at your convenience.

Respectfully,
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Paul Ryberg

President

cc:
Chairman Colin Peterson


Chairman Tom Harkin
Ronald Lord

James M. Murphy, Jr.

