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The U.8. sugar industry has had a long history of import protection.

The first sugar tariff was. imposed as early as 1789 and the Sugar Act of

1934 and its extensions used import quotas to restrict imports and protect’
demestic pr&ducers. The program received considerable criticism from a
number of economists, primarily because of its impact on consumers and
sugar exporting countries (e.g. Johmson). Bale has suggested thét the use

of "adjustment assistance” for imdustries such as sugar which are vulner-

able to low-cost imperts may be preferable to pfotection.

The Sugar Act was allowed to lapse in 1974 during a period of high
world prices. However, the subsequent decline in price geneiated renewed
pressures for sugar protectionism. Tariffs have been substantially in-
creased and at the time of writing a presidential proposal to ralse the

support price of sugar to 15.8 cents per pound, well above the world price

of 8 - 9 cents, is before Congress. This proposed legislation is linked to
U.S. participation in a new International Sugar Agreement (184}, which the
U.S. has signed but not yet ratified. The I8A provides for the use of
buffer stocks and export quotas to stabilize the world price of sugar

between 11 and 21 cents per pound.

* Lloyd Harbert is a research assistant at the World Bank. David
Blandford is an assistant professor in the Department of Agrlcultural
Kconomics, Cornell University. This paper is based on Harbert's M.S.
dissertation currently in preparation. The paper was presented at the

Annual Meeting of the American Agricultural Economics Association in
Pullman, Washingtom, July 28 - August 1, 1979,



The purpose of this paper is to illustrate the possible effects on the
U.8. sugar industry of reducing the level of protection to the 1} cent
floor price of the ISA. Using 1977 data, the assoclated change in domestic
production is @erived and the corresponding loss of labor earnings at ﬁhe
farm and processor (mill) level is calculated. These estiﬁaﬁes_are used to
evaluate the ability of the current adjustment assistanﬁe proﬁisions of the
1974 Trade Act to adequately compensate displaced labor.

Production and Employment Effects of Reduced Protection

Using regional supply elasticity estimates from a recent study by
Gemmill, normalized farm level supply functiqns were derived by adjusting
the intercept term of Gemmill's equaticns to reflect 1977 prices and out-

_ put (USDA, AMS; UDSA, CRB). Prices of $19.14/short ton for beet and 1l
cents/1b raw value for cane, which are equivalent to the floof price of the
ISA, were introduced into the equations to obtain an estimate of regional
production under reduced protectionaij The results are given in table 1.

The total reductién in 1977 production is estimated at 1.36 million
short tons (s.t.) or 23 percent. The greatest absolute decline of 390
thousand tons occurs in cane-producing region 7 (Hawaii) but the greatest
relative decline occurs in the beet-producing region 3 (Idaho, Oregon, Utah
and Washington) with almost 53 percent. These changes reflect the rela-
tively elastic respomse Lo price in these regions estimated by Gemwmill,

The decline in wages paid to farm labor resulting from these changes
in production was derived by converting the decline im regional output to
its acreage equivaient using 1977 yield per acre figures, and by multi-

plying this acreage adjustment by the per acre value of labor utilized in

i1/ The beet price was obtained by using conversion factors in USDA, CED.
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each region (USDA, AMS). The value of labor that would be ab;orbed in the
production of the next best alternative crop was subtracted from tﬁis
estimate to obtain net fafm labqr displacement.}/‘ At the proceséing level, .
loss in wages was derived‘by multiﬁlying the change in regional pro&uctiou-
by the number of man-hours required to produce a ton of beet or cane and an
imputed regional wage rate (USITC).3/ The results are presented in table
2.

_The total reduction in wages is $39.75 million for on-farm labor and
$48.46-million for procéssing labor. The principal factor determiﬁing wage
loss is the change in output as the result of the price change. Thus the
potential loss in regions 3 and 4 is large due to size of the fall in sugar
production indicated in table 1. At the processor level losses in the
sugarcane regions (5-7) appear large relative to the change in production
due to their higher wage rate.

Programs to Compensate Workers for the Effects of Import Competition

A number of economists have suggested the use of compensation for
agricultural workers displaced by import competition (Bale; Johnson).
Legislation already exists, in the form of the Title II adjustment assis-—
tance provisions of the 1974 Trade Act, which coﬁld be used to this end.

Most of the benefits available under Title II are also provided under
alternative programs in the areas of emﬁloyment, manpower, and régional

development. The distinction between the twe lies in eligiblity criteria

2/ Information on the value of labor used in the production of alternative
Crops was obtained from Oklahoma State University farm record data. The
alternative crops are; vregions 1, 2, 4, corn for grain; region 3, barley;
region 6, soybeans; region 5 and 7, none. :

éj The wage rates used are regions 1 - 4, $4.05; regions 5-7, $5.75.



Table 2. Estimated Loss of Wages by Farm and Processor Labor.

Farm Labor __Processor (Mill) Labor
Estimated Total Loss of Estimated Total Loss of
Region Wages 1977 Wages Wages 1977 Wages

T

------------------- Thousand dollarg~w——w=—e—em——————

1 32,229 1,632 45,394 2,360

2 29,898 1,897 24,706 1,532
3 20,912 11,056 18,455 . 9,744
4 25,791 11,217 29,543 12,054
5 32,812 6,904 31,733 | 6,659
6 31,548 3,259 21,817 2,254
7 10,060 3,787 36,716 13,858

Totals 183,230 39,752 208,364 48,461




and the level of benefits availsble.. The basic reason for duplication is
to be able to distinguish non-trade-related from trade-related unemployment
g0 thaﬁ action can be expedited for the latter.

For workers there are several types of assisténce under Title II,
including: counselling and placement services; vocational trainiag; and
payments for job-search and relocation. The most widely used form of
assistance has been the trade readjustment allowance (sgppiemental unam=
ployment compensation} of 70 percent of weekly earnings payable for up to
52 weeks. Over 90 percent of the expenditures during 1974-76 under the
current adjusiment assistance program were devoted to trade readjustment
allowances {U.85. Congress}.

The Department of Labor is vresponsible for certifying worker eligi~
bility and for administering the program. Workers must petition for
assistance which ie granted if there is evidence that imports have, or
threaten to, contribute significantly to their loss of employment. The
conditions and limitations on trade veadjustment allowances are more
explicit than for other types of worker assistance. One of the most
important is that the worker must be gble to show that s/he had been en—
ployéd with the trade impacted firm for at least 26 of the 52 weeks prior
to becoming unemployed.

Costs of Providing Trade Readjustment Assistance to Displaced Sugar Workers

Under the curvent adjustment assistance program it is unlikely that
on-farm labor displaced from sugar production as the result of imports

would be eligible to receive henefits primarily due to the requirement for



continuous employment over a 26 week period.ﬁj Although the same restric~
tion applies to seasonal labor employed at the processing level, there are
substantial differences in the duration of employment between regions and
hence in eligibility.

In order to estimate how many workers employéd in processing would be
able to veceive trade readjustﬁent assistance it wés assumed that seasonal
labor -would be the first to be laid off as the result of reduced demand for
mill capacity. The éhange in vegional output in table 1 waé converted into
a processing man-hour equivalent (USDA, AMS). Using information on total
employment and the duration of employment in‘sugar processing by region
(U.8. Department of Labor) the reduction in hours worked was distributed
across the work-force, beginning with those employed for the shortest
périocd of time (1-3 months). Thus once the first group®s man-hours were
e%hausted any further rveduction in hours Worke& waé allocated to the next
group (4=6 months) and so on. Only workers who were employed for over 6
months and who were estimated by this method to be.displaced were consid=-
ered eligible to recelve assisf&nce, The results of these calculations are
given in the first three columns of table 3.

The analysis suggests that only three_regiopé have workers eligible
for trade readjustment assistance payments. Region 7 (Hawaii) has the
largest proportion (58 percent) of those displaced. Region 5 (Florida and
Texas) has a displacement of 1,258 workers, none of whom is eligible. For

the industry as a whole only ome quarter of those displaced would be able

4/ The 26 week provision would exclude most hired labor. Farm operator or
family labor would not be eligible because the program is not designed to
deal with the selfw-employed. For example, cne of the restrictions is that
a petition for assistance must be filed by a group of workers (3 or more).
However, an operator could possibly petition under the provisions for firm
assistance which are contained in the legislation. '
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to obtain assistance under Title II.

Estimates of the costs of assistance for these workers are also given
in table 3. In column 4 it is assumed that benefits equal to 70 percent of
weekly wages are paid for 31 weeks, the average duration of unemp loyment
under the adjustment assistance progrém (Jacobson)}. In column 5 the cor-—
responding amount of payments for the legislative maximum of 52 weeks is
given. Cost of compensation under the former is $8.8 million and is $14
million under the latter. Im the final two colummns comparative cost esti-
mates are presented for the compensation of all workers displaced, rather
than those eligible under existing legislation. These range from $42.1
million to $70.7 million.

Conclusions

The major production impact'of reduced sugar protection is felt in the
two ngar beet regions of the Northwest (Idaho, Oregon, Utah, and Washing-
ton) and the West (Arizona, California, Nevada, New Mexico), and in one
sugar cane producing state (Hawaii). This conclusion is consistent with
recent cost of production data (USDA, AMS) and is supported by the fact
that several beet processors/cane millers in ;hese regions have been forced
to close in the wake of lower domestic prices.

One effect of reduced sugar protection is to cause some workers to
lose their jobs. The net loss of wages under 1977 conditions of moving to
the 11 cent floor price of the International Sugar Agreement is estimated
at $39.75 million for farm labor and $48.5 million for processor labor.

The adjustment assistance provisions in the 1974 Trade Act allow for
the compensation of workers displaced by imports. Hoﬁever, as currently
framed such compensation would only apply to labor in the processing sector

and only about one fifth of the 10,719 werkers displaced would be eligible
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tor assistance. The costs of compenéatihg eligible workers could be as
high as $14 million and the costs of compensating a11‘disp1aced workers
could ﬁe over $71 million. | |
Economists argue against the protection of the doméspic sugar industry
on the basis of the consumer losses it creates., Sugar farmers, processors,
and labor argue for protection in order to protect profits and jobs. Ad-
justment assistance may provide a means for prémotiﬁg less prqtectionism
although as this short paper illustrates with respeﬁt/to-labor, current
legislative provisions may not be adequate to compensate for trade dis-

placement in agriculture and related industries.
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