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The outrageous federal sugar subsidy program

By Wayne S. Smith

On April 8", the Center for International Policy, the Coalition for Sugar Reform, the Tipton Group and Agro
Info, LLC, jointly hosted a conference on the effects of the federal sugar subsidies program on the American
consumer, other farmers, businesses, and on our foreign policy by impeding free trade agreements, and on the
environment — most distressingly to the Everglades. Given below is a report on that conference.

E. Linwood Tipton, Acting as Master of Ceremonies,
opened the conference and introduced the keynote speeker,
Congressman Cal Dooley, asheintroduced all subsequent
Speakers.

KEYNOTE ADDRESS

In hiskeynote address, Congressman Cal Dooley (D-
Cadlifornia) noted that most agricultural producersdo not
receive subsidies; they competein the open market onthe
basisof efficiency. Sugar producers, on the other hand,
probably could not operate without the high pricesguar-
anteed by government limitationsonimports. Theresultis
that the American consumer paystwo to threetimesthe
world market price for
sugar. Thisresultsinlossof
jobs—which certainly does
not help the American
economy. Although sugar
producers represent only
some 1% of agricultural
production in the United
States, they are blocking
progress on international
trade agreements that
would benefit virtualy ev-
eryoneelse—from consum-
ers, Americanfarmersand
farmers in developing
countriesto various American businesses.

We need to bring greater rationality to our agricul-
tural policy. Because of our own subsidies and import
controlsand those of the European Union little progress

Congressman Cal Dooley (D-California)

has been made in the DOHA rounds of WTO negotia-
tions. Free trade agreements are aso in jeopardy. For
instance, therecently signed U.S.-Australian agreement,
by excluding sugar failed to be a truly comprehensive
free trade agreement. When we exclude sugar, as we
didinthe Australian case, we ssimply encourage the Eu-
ropeans, the Japanese and others as well to protect their
own subsidies—to the detriment of U.S. export interests.
TheBrazilians, meanwhile, haveindicated that therewill
benoFree Trade Areaof the Americasunlessthe United
Statesiswilling to reduce, if not altogether eliminate, its
farm subsidiesand import barriers.
Thisproblemwiththe U.S. sugar lobby islong-stand-
ing, and until now, a seem-
ingly intractable one — in-
tractable because although
sugar producers constitute
only 1% of agricultura pro-
ducers, they provide 17%
of the campaign donations
from the agricultura pro-
duction sector. The con-
gressman said, however,
that he was encouraged by
signsthat they had recently
overplayed their hand. It
was becoming increasingly
clear to many members of
Congressthat the sugar subsidy program benefited only
atiny number of sugar producersto the detriment of ev-
eryone else — including the very farmers many of them
represented. Even congressmen representing urban ar-
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easwere coming to understand that it isagainst theinter-
ests of their constituents as well — by raising prices of
sugar and sugar products and by blocking trade agree-
ments that would benefit American businesses and con-
umers.

Thoseworking for an end tothefederal sugar subsidies,
and towardsamorerational agricultural policy may now
have an opportunity, hesaid. It ismost important that they
not only redoubletheir efforts, but that they work closely
together. A large, effective, and vocd codlitionisvital. And
itseffortsmust be on acontinuing, year-round basis, not
simply sporadic effortswhen farm billscome up. Seek ev-
ery opportunity to point up theinequities of thisprogram,
he concluded.

DAMAGE TO THE AMERICAN ECONOMY

Cost toConsumers

Jeff Neshit, of the Consumer Federation of America,
reported that the cost of the sugar programtothe American
consumer ishuge. The General Accounting Officehadin-
vestigated and concluded that the cost to sugarcanerefin-
ers, food manufacturersand consumersisnearly $2 billion
per year, and that the cost to consumersaloneisover $1
billion. Further, hewent on, when consumersbuy food prod-
ucts containing sugar at the grocery store, they pay what
amountsto ahidden subsidy, and it hitspoor Americansthe
hardest, sincethey spend alarger percentage of their in-
comeonfood.

Many sugar growersarguethat if we ended thefederal
sugar program, food processorsand retailerswould smply
pocket the savingsand not passit on to the consumers. But
thisargument fliesin the face of the rules of the market-
place. Over time, decreasesin the priceto the processors
and retailers would be reflected in the price to the con-
sumer, for therewould betheinevitabletrend toincrease
salesby cutting prices. |sn’t that what our free market sys-
temisall about? The Consumer Federation isabsolutely
convinced that consumerswould benefit from significantly
lowered pricesif thefedera sugar program werereformed
or abolished atogether.

Neshit said he might have more sympathy for the sugar
program if the high cost somehow hel ped struggling family
farmers. That, however, wasby no meansthe case. Onthe
contrary, since benefits accrue on a per-pound basis, the
bulk goesto thosewho need it least —to the largest, most
financialy securegrowers. Indeed, studieshave shown that
the bulk of the benefitsgo to thetop 1% of the growers!

L oss of Jobs

Tom Earley, the Vice President of Promar Interna
tional, saidthefederal sugar programiscausing signifi-
cant job losses in the food and beverage manufacturing
industries becausethe government support program keeps
the price of sugar well above prices in other states. In
just thepast six years, theoverall negativeimpact in sugar-
using industries appearsto
beat least 7,500t0 10,000
jobs eliminated or fore-
gone, and possibly as
many as 26,500. Addi-
tiondly, almost two-thirds
of cane sugar refining
jobshave been eliminated
sincethefedera sugar pro-
gram began in 1981.
Therewere 23 cane sugar
refineries in the United States in 1981. Today there are
eight. In 1982, there were 8,300 jobs in the refining
industry, while by 2001 there were only 3,590, and 745
more jobs have been lost since then, bringing the total
lossto 5,455, or 57% of those that existed in 1982.

The American Sugar Alliance (ASA) has often used
inflated claimsof the number of jobsinvolvedinthe sugar
and HFCSindustriesto try to justify continuation of the
federal sugar program. Their most recent fanciful esti-
mate, Earley said, is 372,000 direct and indirect jobs.
The U.S. International Trade Commission’s estimate,
however, isthat only some 61,304 jobs are involved in
sugar productioninthe U.S.

Andthehardfact isthat food and beverage manufactur-
ersemploy 100 times more peopl e than sugar processors,
and asindicated above, are disappearing because of the
sugar program.

All thisisdamaging to the American economy. Themost
acute pain, however, isfelt on apersonal level —by work-
erswho havelost their jobs, many of which havegoneover-
sess.

Tom Earley, Promar
International

DAMAGE TO THE ENVIRONMENT

Mary Barley, Chair of the Save Our Everglades Alli-
ance, noted that thefedera sugar program has made sugar
production in Florida so profitable that production has
soared, and the Everglades, one of theworld’smost unique
ecosystems, has been brought to the brink of destruction.
Thisistragic and will remain atragedy until our elected
officials muster the courage to stand up to thisimmoral
political force created by the federal sugar program.



All effortsto get the big sugar producerstofairly share
the cost of cleaning up the Everglades have failed. Since
1996, efforts have been madeto force sugar producersto
pay to remove the phosphorous and other pollutantsthey
have regularly dumped into the Everglades—to no avail.
The Florida Supreme Court ruled that the “ Polluter Pay”
amendment wasnot self-executing and would requirelegis-
lativeimplementation. Not onebill hasbeenintroducedin
any Floridalegidative sessonto made Big Sugar pay for the
cleanup.

IN 1994, the State' sEverglades Forever Act allowed Big
Sugar totransfer most of the pollution cleanup coststoinno-
cent Floridalandownersthrough atax assessment on their
property.

Asfor the phosphorous cleanup campaign, the Florida
legidature, without consultation with the Federal Govern-
ment, ssimply added a provision which givesthe State an
unlimited timeline to meet the phosphorous standards, thus
bypassing the 2006 deadline. Thissamelegidationadsotries
to negate the Polluter Pay amendment approved by 68% of
thevoters.

Virtualy every major newspaper in Floridahaseditorial-
ized againgt thislegidation. Many membersof Congress,
including Senior FHoridaMembersBill Young, Porter Goss,
Bob Graham, Peter Deutsch and Clay Shaw warned the
L egidature and the governor that passage of such unwise
legislation could hurt restoration effortsinthe U.S. Con-
gress. Three House Appropriations Subcommittee Chair-
men spoketo the governor, urging himto veto thelegida
tion. All tonoavail. Thebill passed and thegovernor signed
itintolaw.

Not surprisingly, Ms. Barley saves her strongest can-
nonadefor the e ected officialswho have alowed Big Sugar
towork itswill.

“Themost guilty,” she says, “arethefederal and state
lawmakersand official s—those charged with administering
thelav—membersof Congress, satelegidators, federd and
state appointees, our courts, governors and presidents —
those who have the final say. They could have said “ no”

Mary Barley, Save Our Everglades Alliance
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to changes to the Everglades Forever Act, “no” to Big
Sugar’sdemandsto fleecetaxpayerstimeandtimeagain;
and God forbid, “no” to Sugar’s unlimited dispersal of
campaign contributionsin return for government guaran-
teed profits. It is those officials who are most at fault.
Until we ourselves confront the policymakers and hold
them accountable, Sugar will destroy and corrupt. We
must reveal Big Sugar’s agenda, its harm to our nation’s
economy and to the environment, to our jobs and our
water, and we must take action at the polls to remove
those shabby politicians who have allowed Big Sugar’s
agendato be implemented over the people swill.”

EFFECT ONINTERNATIONAL TRADE

Marcia Donner of the Brazilian Embassy stressed that
the desirablething wasthat countries produce according to
thelr relative advantages. Thus, if one country, because of
soil and climate, can produce agiven crop moreefficiently
and cheaply than another, then it should produce and export
that commodity. Sugar, however, is one of the most dis-
torted commoditiesin the globa market. According tothe
OECD, totd support for sugar producersinitsmember coun-
triesisabout 50% of thevalue of production. Such support
generatesall sortsof distortions, thefirst and foremost being
that itinsulates producersfrom market redlities, encouraging
production irrespective of comparative advantages or ac-
tual demand. It depressesinternational sugar prices, badly
affecting competitive producersworldwide, with the most
adverseimpactsbeing felt in devel oping countries.

Thefederd sugar programinthe U.S. isoneof themost
egregiousinthissense. AsaCATO Institute report put it
back in 2001, “nowhereistherealarger gap between U.S.
government free-trade rhetoric and its protectionist prac-
ticesthaninthe Sugar program.” Thelatter benefitsasmall
number of producers - 9,000 beet producers and 1,000
sugarcane producers - to the detriment of almost everyone
elseinthecountry, andintherest of theworld. Obstaclesto
sugar reformin the U.S. are nevertheless enormous, and
maly betraced back entirely to politics. Not only issugar the
largest agricultura industry donating to politica campaigns,
but sugar isgrowninseveral “ swing states’ that arecrucia
inpresidential and congressional eections. Giventhis, the
sugar lobby hassucceeded inderailing, for years, dl efforts
at meaningful reform of the sugar program.

All thisplayed aroleinreducingtoaminimumU.S. sugar
concessions in the Central American Free Trade Area
(CAFTA) negotiationsand virtudly excluding sugar fromthe
U.S-Audtralian agreement.

Brazil, however, remains committed to strong multilat-
era, and, if the case be, regional action to reduce govern-
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ment intervention intheworld sugar markets. Brazil sees
the WTO DOHA Round asits preferred scenario for ac-
tion, though it will of course continue to push for addi-
tional market access gainsfor sugar in regional negotia-
tionssuch asthe Free Trade Areafor the Americas(FTAA)
and the bioregional process MERCOSUR-European
Union.

Sarah Thorn, of the Gro-
cery Manufacturersof America,
pointed out that the federal
sugar subsidy program, aspres-
* ently constituted, is truly the
-, worst form of protectionism.

Itisexactly thekind of pro-
duction-related subsidy that the
WTO has deemed “most trade

Marcia Donner, Brazllian  djstorting” since production

Embassy . .

and price are so closely linked

and market forcesare not afactor. Itistheonly U.S. agri-

cultural program that continuesto operatein thisfashion.

And make no mistake; it is a subsidy. The operation of

the sugar program constitutesover oneand athird billion

dollarsin our amber box subsidies that we notify to the
WTO.

The sugar protection program is an impediment to or
serious complication in virtually every trade agreement
we have negotiated recently or are attempting to negoti-
ate. U.S. negotiators did allow very modest imports of
sugar from Central America under the recent U.S.-Cen-
tral American Free Trade Agreement (CAFTA), against
thestrong opposition of U.S. sugar growers. Thelatter, how-
ever, received several major compensating concessions.
Sugar importswill be subject to permanent quotas. Addi-
tionaly, therewill be no reductionin the out-of-quotaduties
and only modest growth of the quotasthemselves. Findly,
thereisaprovisonwithinthe CAFTA that dlowstheU.S.
government to compensate Centrd Americangrowersinlieu
of actudly importing their sugar. So now U.S. taxpayerswill
be subsidizing foreign suppliersaswell asdomestic ones.
No other agricultural commodity got suchaded.

Because of the strong protests of growers against
CAFTA, the Administration responded to their demandsby
excludingsugar fromtheU.S.-Audtrdian Free Trade Agree-
ment. Thisistruly atravesty for U.S. tradepolicy. Nextin
lineisThalland—thethird largest sugar exporter intheworld.
They are senditive on soybeans, pork and other agricultural
commodities. Who will pay next?

Giventhistrend of events, thesugar programlookslikea
pretty effectivebarrier to regiona integrationinthishemi-
sphere. Canweredlly hopeto concludeaFree Trade Area

for the Americas (FTAA) agreement without allowing the
importation of Brazilian sugar?Not likely. Andwhat will U.S.
manufacturers, who desperatel y want accessto the Brazil -
ian market, say then?

And by excluding sugar, the U.S. government hasgiven
licenseto every other import sensitive product to demand
the sametreatment. Trade agreementswould eventually be-
comeimpossibleto negotiate or sustain.

TheU.S. sugar program must be changed, for everyone's
sake. Asmuch asthey would liketo deny it, sugar growers
must realizethat we cannot build asugar fortressaround the
United States. Welivein aglobal economy and the sugar
program must be changed to reflect that reality. Otherwise,
every oneof uswill continueto pay theprice.

SUGAR AND U.S. FOREIGN POLICY OBJEC-
TIVES

A nation’sforeign policy, Robert Muse, of Muse and
Associates, noted, should bethe concrete expression of a
st of goasdesgnedtoadvanceitscitizens interests. Among
thegoasof U.S. foreign policy would be;

1. accessof U.S. goodsto foreign markets, with resulting
benefitsto U.S. companies and the workerswho make
those goods;

2. access of American consumersto competitively priced
productsfrom abroad;

3. theencouragement of prosperousregional economiesthat
offer incentivesagaingt illega immigrationtotheU.S;;

4. thegrowth and security of U.S. jobsby giving U.S. work-
ersaccesstoforeign commoditiesessentia totheir indus-
tries viability andthereby preventingtherd ocation of those
industriesto other countrieswhere such goodsarefregly
avalable

5. the eradication of drugs produced for the U.S. market,
i.e., toremovetheincentiveto grow drugsby providing
market accessto legitimate agricultura products; and

6. thepromotion of global tradeliberaization through multi-
lateral agreements that benefit all sectors of the U.S.
€conomy.

TheU.S. policy of blocking sugar imports does not ad-
vanceasingleone of thosegodls. Let usexaminethe con-
sequences of thispolicy oneby one.

1. Loss of markets- Under theiron rule of reciprocity, to
the extent that we deny individual foreign countriesac-
cessto our market for their products, they will deny their
marketsto our products. A good exampleisthe recent
U.S-Audrdian Free Trade Agreement. In negotiating that
bilateral agreement, the U.S. would not alow increased
accessof Audtralian sugar totheU.S. market. Asaresult,



Australia refused to budge in its protection of wheat,
broadcasting and other services. The consequenceof this
isfewer jobsfor Americansinthoseindustries.

2. Continued monopoly at home - One of the goals of a
foreign policy supportive of freetradeisthat it prevents
price-gouging by domestic monopolies. Our sugar grow-
ing sector issuch amonopoly and maintainingit assuch
coststhe U.S. consumer some $2 billion ayear in higher
sugar prices.

3. Increased migration to the U.S. - U.S. protectionism
costssugar producersin poor countries hundreds of mil-
lions of dollars and thousands of rural jobs. Each dis-
placed Caribbean or Central American worker isapo-
tential unskilled migrant tothe U.S.

4. Lossof U.S. jobs- There used to be 21 sugar refineries
intheU.S. Asadirect result of the sugar programwhich
beganin 1981, thereare now only eight. Thousands of
jobs were lost. The reason was simple: they could no
longer get sugar at acompetitive priceto processand sdll
in arefined form to U.S. consumers and manufactur-
ers. Asaresult, they watched traditional purchasersre-
locate jam, candy and cookie factories to other coun-
tries where they could freely obtain needed sugar.

5. Crop substitution - If

you remove an export

market for onecrop, you
drive rural producersto
find a new crop for
which there isamarket.
Thereisadirect correla-
tion between enhanced
marijuana and coca | eaf
production in the Carib-
bean and Colombia and
the elimination of the

U.S. market for sugar

traditionally imported from those countries. Isthisre-

ally what we want?

Robert Muse, Muse and Associates

It isblatantly hypocritical for the U.S. government to
protect sugar growers as it does while at the same time
calling for anew global round of market openings. Inthe
recent WTO debacle in Cancun, we saw a group of de-
veloping countriessay “no” to further tradeliberalization
unless developed countries began to practice what they
preach and accept freer trade in what the world’s poorest
countries actually produce — agricultural commodities.
U.S. companies and their workers stand to benefit from
global tradeliberalization, but that goal isthwarted by the
U.S. sugar program.
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Inthefina analyss, the sugar program does not advance
any of thosedomestic
godsandinfactinin-
jurioustothelr attain-
ment. Thequestionis
why then do we hold
to it? The answer to
that question can be
found only in an un-
flinching inquiry into
thiscountry’spolitica
systemandtheroleof
monetary contribu-

tionsinthat system.  Wayne Smith,Center for International
Policy

WHAT CAN BE DONE?

Wayne Smith, of the Center for International Policy,
said hecould add littleto Congressman Dooley’scall for
greater energy and unity in the struggle against this bla-
tantly counterproductive system —counterproductive, that
is, for themajority. There needed to be aconscious move
toward coal escence and enhanced organization. He noted
also that as a public relations tactic, he thought the need
to save the Everglades
should be the point of the
spear. The American public f )
feelsstrongly about that, and |
theunprincipled, corrupt, and
even illegal resortsto which ﬁ
the sugar growers have gone
to avoid bearing any costs of
the clean-up, and to thwart
the clean-up itself, is some-
thing which should be
brought increasingly to the
public sattention.

E. Linwood Tipton sug-
gested that while hewasn't areal advocate of giving Big
Sugar still more after al the billionsthey’ vereceived from
the program aready, he did think a* buy-out” or subsidy
“buy down” program might make senseand makeit more
acceptableto them.

He also noted that in negotiations with single coun-
tries, as with Australia, the U.S. has been able to take
sugar off thetable. When dealing with groups of nations,
however, as with the Central Americans, the latter have
had somewhat more successin having at least limited sugar
exportsincluded. Thisled him to believe that we should
get on with the DOHA Round of WTO negotiations.
There we' d have better conditionsfor success.

E. Linwood Tipton, The
Tipton Group
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