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PREFACE

In deciding whether or not there should be established a
sugar beset industry in New Zealand, there are many considerations
which policy makers need to bear in mind, but there are two major
questions which initially must be answered.

The first question is "what is the return to the nation on
the capital invested in growing and processing sugar beet by
comparison with the return to be earned from the same resources
used to increase traditional exports for the import of sugar from
abroad?"

Such an assessment depends not only on the farm management
and econonic aspects of a sugar beet industry in New Zealand but
it also depends on the assumptions which are used as to the price
which will have to be paid for imporited sugar over the next decade
or so,and this, then, is the second question which must be
answered, viz, "what is the likely future course of world sugar
prices?”

In this paper Mr Frampton sets out to answer this second
question in the context of a broad review of some general aspects
of sugar marketing and trade, leading up to a tentative evaluation
of the worthwhileness of the sugar industry. Before preparing
this paper, Mr Frampton completed, at Massey University of Manawatu,
a thesis on the farm management aspects of sugar beet production
which will eventually be published as a complement to the present
paper. :

We should like to acknowledge the valuable assistance given
by officers of the Department of Industries and Commerce, and to
thank Dr R.H. Snape of Monash University for permission to
reproduce parts of his doctoral thesis on "Protection and
Stabilisation in the World Sugar Industry".

Lincoln College B. P. Philpott
25 June 1964
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THE INTERNATIONAL SUGAR SITUATION (a)
AND NEW ZEATAND'S SUGAR POLICY '

1o INTRODUCTION AND SUMMARY

The present high retail price of sgugar has again

stimulated interest in a propoesal that a sugar industry,
using sugar beet as a raw materiai, be set up in Vew Zealand.
This proposal has been made and has found enthuslastic
support many times since 1870, Although several reporis
have been submitted to Government and considerable trial

- work carried out there has naver been a comprehensive and
systematic study of either the Farm Management implications
of mechanised sugar beet culiture, or of the factors that
should be taken into account in determining s national sugar
policy. This publication is concerned with naticnal sugar
policy and brings together relevant data which should remove
some of the many misconceptions in the public mind. It
also suggests how sugar policy should develop in relation
to the expected future fall in world sugar prices.

A review of the world sugar industry is given in
section 1. The statistics reveal the spectacular rise in
sugar production and consumption cver the last itwo decades
and also the nature of world price fluctuations - short
reriods of high prices followed by long periods of low prices.

Less than one=third of total world production of sugar
has been traded internationally 1in recent years and less than
one-half of this trade has been on a free market. Thus the

(a) 1 am indebted to Professcr B.P. Philpott and
Dr. J.T. Ward for their helpful comments on this
publications



free market is a narrow, residual market particularly
susceptible to price fluctuations of a type described by
economists as '"cobweb" movements. The nature and effects
of this instability is described in the third section.

Two international protective and subsidy arrangements -
the British Commonwealth Sugar Agreement and the United
States Sugar Act -~ as well as many national beet sugar subsidy
schemes operate in the world sugar economy at present. The
effects of the various protective measures are discussed in
section L where it is found that a change in the form of
protection would reduce price instabllity and lncrease
world sugar consumption.

Sugar policy decisions should not be based on present
prices but on the best available estimate of future pricess
Such an estimate is presented in section 5. Original work
has not been carried out, but the extensive studies of the
Foed and Agriculture Organization of the United Natiocns
(F.A.0.) have been summarised. The author is fully
conscious of the frailtles of long term projections based on
econometric models but estimates of future prices must be
attempted. The general conclusion is that there is no
likelihood of a world shortage of sugar in the future,
because low cost cane sugar producers are ready and willing
to increase cane sugar production enormously at relatively
low pricess. Increased uncertainty is assoclated with these
projections because of the political factors which could
influence the Sino-Soviet-Cuban relationship. Any break
between Cuba and the Sino-Soviet world would place large
gquantities of sugar on the world market and would probably
bring disastrously low prices for producers supplying the
free market,

The final section describes present New Zealand sugar
policy and tentatively evaluates the worthwhileness of a
domestic sugar beet industry. Two different assumptions
concerning the New Zealand currency exchange rate have been



made and each has been discussed. The main conclusion is
that New Zealand should continue to purchase sugar at the
world price and make no attempt to set up a sugar beet
industry for at least five years.

Appendix A presents a brief description of the United
States Sugar Act, the British Commonwealth Sugar Agreement,
the International Sugar Agreement and the Free Market.
Appendix B treats the cobweb effect in more details The
various statistical tables are brought together in
Appendix C and a short list of references are given in
Appendix D.

2oA REVIEW OF WORID SUGAR PRODUCTION,
PRICES, TRADE AND CONSUMPTION

A brief review of the main factors which have
influenced the development of the world sugar industry
over the past fifty years is presented in this section.
This background knowledge is required for an appreciation
of the factors contributing to the recent violent price
fluctuations in the world raw sugar markete.

High grade sugar(b)can be produced from many plants
but the main commercial sources are sugar beet and sugar
cane, The beet sugar industry is principally located in
northern temperate regions while sugar cane 1is a product
of tropical and sub-tropical areas.

(o)

As a centrifuge is used in the manufacture of high
grade sugar, this is usually termed centrifugal
sugar. = There is significant production of non-
centrifugal (crude) sugars in many of the less
developed countries of the world.



2.1 World Production of Sugar

The total production of all types of sugar,
centrifugal and non-centrifugal, increased from 5 million
metric tons in 1880 to 58 million tons in 1960 - a growth

of nearly 1,100 per cent in 80 years<1)

(see Figure 1).
At the beginning of the period preduction was almost
equally divided between beet and cane, but by 1900 beet
sugar contributed 65 per cent to the world total of
8 million metric tons. The pattern changed soon after
1900 and by 192L4-28 cane sugar coanstituted 60 per cent

of world sugar supplies,

The economic depression of the thirties sitimulated
nationalistic agricultural policies and during the five
years before the second world war the percentage of cane
in total sugar production declined to 57 per cent. Since
the end of the second world war both beet and cane sugar
have advanced repidly, but in the last few years cane
appears to have advanced slightly more.

One of the most significant developments of the
post-war world agricultural economy has been the growth
in the production and consumption of sugar. During the
second world war production fell by 20 per cent and the
pre-war average of 24.6 million metric tons was not
regained until 1947/8. Since then the progress of
production and consumption has been more rapid than that
of any other agricultural commodity.(z) The enormous
growth in sugar production over the last eighty years
is shown in Figure 1 which also shows separately the

production attributable to cane and beet.,

Apart from the influence of seasonal weather
conditions the post-war increase 1is explained by the
upward trend in production capacity. The area under
cane and sugar beet has expanded steadily during the past
decade and factory capacity, which in many countries
constituted an effective limitation on production, has
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been enlarged and modernized at considerable coste. New
factory construction has increased the world sugar making
potential by 8 to 410 million metric tons. Many countries
which used to import all their sugar have begun domestic
production while others have started to construct facteries
or to experiment with sugar cultivation. Countries included
in this latter category are: Greece, Congo, Chile, Ethiopia,
Israel, Ceylon, Iraq, Ghana, Nigeria, Syria, Tunisia,
Portugal and New Zealand.

Nor is the end of the trend in sight. The U.3.8.R,
and Mainland China have announced tremendous expansion
programmes which aim at increasing their centrifugal sugar
manufacturing capacity by 4 or 5 million metric tons. To
some extent their problems differ from those of other
countries since substantial increases in consumption are
predicted on expansion of domestic productions But
expansion is evident in other countries as well. An
incomplete tabulation by F.A.0. in 1961 showed that private
concerns or public authorities in approximately 25 countries
had formulated further Investment programﬁés to eXpand
sugar-grinding or sugar refining capacitye.

The highest world output of centrifugal sugar so far
recorded was 54.95 million metric tons in 1960/1 (see Table
1)  Production in the following year was lower by 3.5
million metric tons. The reduced output of both beet and
cane sugar in 1961/2 resulted from acreage and harvesting
cut-backs in response to changing marketing patterns,
unfavourable free market prices and heavy stocks carried
over from earlier yearse. In addition, adverse seasonal
conditions in some areas caused lower yields. Total world
production in 1962/3 remained approximately the same as for
1961/2. Beet sugar production in both Western and BEastern
EBurope was reduced due to a continuing run of adverse
weather. The severe winter made harvesting extremely
difficult and a proportion of crops remained in the ground
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and were not processed. In the U.S5.5.R. sugar production
continued to increase.

The lower Cuban harvest of 1964/2 resulted from
below=-normal rainfall, labour and management difficulties,
inadequate cultivation and harvest practices and the fact
that little new cane was planted in the years 1959 to
1961 . 3) The Cuban Government policies for increasing
diversification of agriculture and of collectivization
have also had adverse effects on sugar production. In
addition, the 1962/3 crop was affected by the hurricane
which devastated large areas in the Carribean in October
1963. Increased production occurred in the United States,
India, Australia, South Africa, Mexice and the Philippines
but these increases were offset by decreases in other
parts of the world. Production of centrifugal sugar for
1963/l is currently estimated at 53 million metric tons
by F.A.0,

2.2 World Sugar Prices

The first world war caused a great decline in beet
production so that the war and immediate post~war years
saw a period of wild prosperity for cane producers, high
prices (see Figure 2) being followed by rapid opening up of
new cane lands and exXpansion of processing facilities. As
the beet producing areas of Burope recovered from the war
and with the growth of new protected industries (e.g. in
the United Kingdom after 1924 and in India after 1930),
production rapidly outstripped demand.

In the late 1920's and early 1930%'s sugar prices
tumbled as stocks built up, hitting both the relatively
unprotected cane producers and the main European beet
producers and exporters. Acreage limitations were imposed
by most of the main exporting countries under the
"Chadbourne" International Sugar Agreement of 1931. The
Agreement succeeded in working off 3 million tons of
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excess stocks but action on the part of exporters alone
was not sufficient to restore prices to more lucrstive
levels so that in 1937 an International Sugar Agreement
including both exporters and importers was signed.
Before it became effective the second world war began
when production was again detrimentally affeclied.

Sugar stocks were very low after the second world
war, Experience had demonstrated that for the efficient
operation of national distribution systems, stocks of at
least 6-10 weeks were essential. During the period
19L47/50, the increase in stocks, while substantial, was
no more than the minimum necessary for operaticn. However,
with the record harvest in Cuba in 1952, stocks rose
steeply with inevitable effects on prices. Stocks
increased further in 1954.,/5 when they amounted to 16-17
weeks of world consunption. Demand on the free market
could not keep pace with supply in the post-war period at
what were generally thought to be desirable price levels,
As stocks built up and with the growing fear of a fall in
prices a new International Agreement was thought necessary.
This was negotiated in 1953, reviewed in 1956, renewed
in 1958 and remained in force virtually unchanged form
until December 4961,

The sharp increase in stocks after 1958 caused a
general weakness in the world merket which deepened through
1961 with the record 1960/1 production and the appearance
in mid-year of cheap Buropean and Cuban refined sugar.

The downward trend was intensified with the entry of the
1961/2 Buropean crop in September of that year and reached
£ stg 19.75 per long ton, raw basis, ce.i.fs U.K., the
lowest price for more than twenltly yearse. Since January
1962, apart from short lapses there has been a continuing
recovery, beginning in February with the withdrawal of
Cuba from the market for the remainder of 1962, The
recovery strengthened later as indications of lower



European and Cuban production were confirmed. ihen prices
moved sharply upward with the cnset of the crisis over the
Cuban missile bases. On 22 October 1962, immediately
before the crisis the London daily price was £ sig 27 per
long ton. By the year's end the price had moved to

£ stg L0, In this movement, two factors were involved

as the initial rise was a response to the crisis, then,
when the international tension eased, prices continued to:r -
rise as the supply position began to exert the more powerful
influence. On 23 May 4963 the London price reached £101
per ton but fell to £56 per ton in Septembers It again
rose, however, and the November price was £105 per ton.
Since that date price has fluctuated with a steady downward
trend and at the time of publication was £50 per ton.

2.3 The World Sugar Trade

Although sugar production has risen markedly since
the last war, this increase has not affected all sugar
producers equally. The countries that were the mejor cane
sugar producers (and the main exporters) in the pre-war
years have generally shown the lowest rate of increase of
production of all countries and in some cases production
has decreased. The exporters that have expanded production
considerably over the last three decades are generally
those with large home markets or with large preferential
markets. However, the largest increases in production
have been in importing or selfl sufficient countries.

F.A.0, has estimated that during the 1950°s production
doubled in self-sufficient countries, more than doubled in
countries which were net importers at the beginning of the
decade, and increased by only 4O per cent in net exporting
countries.

The result of the rapid growth of production in
countries that had been large importers is that international
trade (until 1960) has increased at a much slower rate than
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total world production. Snape(h> has analysed the inter-
national trade in sugar for the year 41958/9 and his figures
are reproduced in Tables 2 and 3. The relatively static
level of post-war international trade is shown by the
decline since 1947/8 of net exports expressed as a percent-
age of world production (Table 2), The importance of
Cuba, accounting for more than a third of the world's
exports, and the United States, absorbing an even higher
proportion of world imports, is clear (Table 3). The
policies of both countries have been of major importance

to the sugar indusitry of the world during the present
centurye.

The dominant feature of the world sugar economy since
1960 has been the drastic change in the pattern of inter-
national trade brought about by the cessation of United
States sugar imports from Cuba and the appearance of the
U.S.3.R. and Mainland China ag the major buyers of Cuban
sugare Prior to 1960 the bulk of Cuban sugaf exports
were directed to the United States market, where they have
recelived preferential treatment under successive Sugar
Acts. In 1959 approximately 60 per cent (2,8 million
metric tons) of total Cuban exports were shipped to the
United States. The quota originally established for 1960
covered a similar quantity, but following the accession to
power of Fidel Castro and the deterioration of political
relations between the two countries it was reduced in
July 1960 by the amount of the unshipped balance of
700,000 metric tons.

In 1961, a complete ban was imposed on United States
imports of Cuban sugar. The resultant gap in supplies was
filled partly by greater United States domestic production,
but mainly by dividing the Cuban share among other
established suppliers and non-gquota countries, where
supplies were more than adequate following bumper 1960/1
harvests. This development was of outstanding importance

11



because it gave many countries an unexpected outlet for
their additional production on the United States market
where prices continued to be very much higher than those
obtainable on the world market or under the British
Commonwealth Sugar Agreement.

Cuba's market in the United States was replaced
by substantially increased sales to the Sino-Soviet area
totalling 4.8 million metric tons in 1961 (see Table L).
A series of trade agreements were concluded with
countries in the area including one with the U.3.8S.R.
covering 5 million metric tons for shipment in the five
year period 1960/4 and another with China involving
500,000 metric tons of sugar annually over the same
period. TFollowing the reduction in Cuba's United States
gquota, the U.S.S.R. gave an undertaking to Cuba that she
would purchase the 700,000 tons involved if no alternative
outlet could be found. Later the U.3.85.R. agreed to
increase its purchases in 4961 to 2,7 million metric tons
at a premium price of L cents per pound, f.a.s., if the
United States embargo continued, China also subsequently
agreed to raise its purchases in 41961 to one million
metric tonse.

The levels of exports and imports (see Tables 5
and 6) in other parts of the world, apart from the
continued changes in the sources of United States supplies
of foreign sugar, altered little between 1960 and 1961,
Except for the 500,000 metric tons of Cuban raw sugar
shipped to Mainland China on loan by the U.S.S.R., most
of the increased exports from Eastern Europe and the
U.S.5.R. wWere as refined sugar. These, in addition to
increased quantities on offer from France, India and
Turkey, resulted in a significant increase in the refined
sugar trade and for part of 41961 the price of refined
sugar actually fell below that of raw sugar.

12



Trade in 1962 was at a slightly lower level than in
1967, In 1963 trade was below the level of the previous
two years due to rising consumption, production failing
to rise, low stocks and the virtual drying up of '"second-
hand" Cuban sugar from Bastern Europe all combined with
the sharp rise in world sugar pricese. Cuban exports in
' 1963 were approximately 3% million metric tons including
Sino-Soviet shipments, which therefore fell well below - -
the original agreement target of 4.9 million metric tons.

2.4 World Sugar Consumption

In the eleven years to 19641 annual world consumption
of sugar is estimated to have risen at a rate of over
5 per cent per annum, compounded, as against a population
rise over the period of less than 2 per cent per annum.
Consumption for the years 1959 to 41961 is shown in Table 7.
In recent years the most striking increases in sugar
consumption has been recorded in the U.S.SQR°(5) Apart
from the U.S.S.R. the rate of increase in sugar consumption
has been fastest in countries which have begun to move
towards economic prosperity and industrialization but
where consumption is still relatively low,. In countries
where consumption is already high there has been little or
no changes In the United States and Australia for
instance, the low income elasticity for sugar 6 indicates
that only minor increases in sugar consumption can be
anticipated as a result of any future income growth.

The situation in low income countries is, however,
quite different. Sugar is one of the first foods to
respond to a rise in income and further appreciable
increases in world sugar consumption may be expected
both through population growth and increases in per head
consumptione This is so, provided availability and
consumer price do not become more limiting factors, The
actual trend will depend largely on the tempo of

13



economic development in low income, low sugar consuming
countries, An annual growth increment of 3-3,5 per cent
will give a world consumption of 68 million metric tons
by 1970.

2.5 The Outlook for 1964/5(7)

During the remainder of the 1963/l season, the
physical supplies available on the free world market
will remain tight. The outlook beyond the middle of the
year is for a decline in prices. Plans or expectations
of increased beet plantings for the 1964/5 harvest have
been reported by F.A.0. and by the middle of the year
prices will be beginning to reflect estimates of plantings
and of growing conditionse. Ma jor cane producing
countries have recently been formulating long-term plans
for expansion under the stimulus of recent high prices.
The expectation of improved supplies in 1964/5 is already
reflected in futures quotations, particularly for 1965
positions,

Although the international sugar trade is
particularly subject to political influences we may
conclude that the prospects for the immediate future
are for a rapid increase in production, a slow increase
in consumption and a consequent decline in price on the
world sugar market.

14



3,INSTABILITY IN THE WORLD SUGAR MARKET

In this section we discuss instability in the world,
or "free" sugar market and indicate how internztional and
national sugar policles have contributed to this
instabilitys. The term "free market" is used to describe
the market where sugar is traded without restriction and
where the forces of supply and demand (and speculation)
are pernitted to operate freely.

It can be seen from column 7 of Table 2 that the
free market is a residual market since over 50 per cent
of the sugar entering international trade is traded
under bilateral or multilateral agreements at prices
which bear no relationship to the world price. The
two most important internstional arrangements in this-
context are the United States Sugar Act and the British

Commonwealth Sugar Agreement.

The United States protects both its domestic
producers of sugar beet and sugar cane, and imports most
of the remainder of its raw sugar requirements at prices
well above the world price (see Table 15) according to a
formula laid down in the United States Sugar Act. Under
the British Commonwealth Sugar Agreement Commonwealth
producers of cane sugar are allocated specific guotas
of sugar to be supplied to the United Kingdom at
negotiated prices. The Agreement is designed to
develop the production of sugar in Commonwealth countries
and to assist the orderly marketing of sugar by providing
long~-term price stability based on "fair average costs
of production".

Under the 1956 Sugar iLct a Sugar Board was set up
to handle the negotiated price sugar and to support the
British Sugar Beet industry. The Sugar Bozrd purchases

guota sugar at the negotiated price, and immediately
sells it to private traders in the country of origin at

15



the world pricse. When the world price is lower than
the negotiated price (as it normally is - see Table 17)
the Board sustains losses,. Under these price conditions
the British Sugar Corporation, which is a government
controlled company processing all sugar beet in the
United Kingdom, also sustains lossese. These losses

are taken over by the Sugar Board and, together with

the loss on negotiated price sugar, is recouped by means
of a surcharge on all raw sugar imported into the
country. If the world price is higher than the
negotiated price then the Board makes a profit on its
sale of cane sugar and on the operations of the British
Sugar Corporation, whose profits it also takes over.
These profits are paid out as a "distribution payment"

where a surcharge would normally applyg(c)

The overall effect of the agreement is that the
British consumer is subsidising Commonwealth cane sugar
and domestic sugar beet production in all years when the
world price is below the negotiated price. The average
cost (to the British Sugar Corporation) of the raw sugar
content of home grown beet plus extraction costs is
approximately the same as the average price paid for
negotiated price sugar by the Sugar Board. This some-
times leads to the erroneous belief that United Kingdom
sugar production is not subsidised and is competitive
with cane sugar production. As well as the form of
subsidy explained above, some proportion of the general
subsidy (fertiliser, etc.) paid to British farmers
could Justly be imputed to sugar beet production.

Due to the effects of these two agreements and the
subsidised production of beet sugar in many countries
the free market has become a small proportion of world

(e) An explanation of how these losses and profits arise
together with a description of the various sugar
agreements is presented in Appendix A,
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production. Because of the residual nature of the free
market it is clear that the effects of wariations in beet
yields, and any other factors (other than price) causing
a change in total demand, 21l tend to e channelled on to
the free market. In periods of international tension
the main importers tend to build up stocks -~ the demand
being met from the free market. Simultaneously the
supply schedule for the free market moves to the left
partly because exporters want to hold larger stocks but
mainly because of the increased demand upon countries
supplying preferential markets reduces the amounts they
have available for the free market. Thus the demand

and supply schedules, particularly the former, are highly
unstable.

Snape(u) has carried out an analysis which suggests
that a cobweb effect operates in sugar production. The
cobweb concept was first formulated by Mordecai Ezekiel to
explain commodity price-output sequences in agriculture.
The cobweb theorem attempts to describe fluctuations which
are induced by a consistent tendency on the part of
producers to make excessive responses to price changes,
That is, by excessive increases in output when prices are
high and by excessive curtailment of output when prices
are low. Bach individual producer is inclined to believe
that prices will stay high (or low) until he completes his
adjustment to present prices. However, in the production
of many agricultural commodities a great many producers
act simultaneously. Since there is usually a considerable
time lag between the planning and realisation of production
changes, prices will have turned from high to low in
response to the increasing supply (or vice versa) by the
time individual producers have completed the expansion
of their production or its contraction, as the case may
be. This means that a sudden increase in the price of
sugar induced by a crop failure, international disputes
and so on, will cause producers to plant greater acreages
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of cane in the season of high prices. Consequently
greater supplies of sugar will come on to the market
the following season - some 12 to 18 months later -
when prices may be unduly depressed due to the expect-
ation of increased supplies on a2 market where demand
may have returned to normal. As a result of the low
price producers will cut back production and so the
cycle tends to be repeated.

No commodity follows this cycle precisely but
Snape's analysis (see Appendix B) shows a cobweb
tendency with the additional feature that whatever
the path of the cycle, it is highly probable that the
long term trend of average price will be downwards.

The basic model presented by Snape seems to
approximate reality. The large free-market price -
rises in 41920 and 1950/1 both set off reactions that
if left to run their courses would have brought higher
and higher supply and lower and lower prices. In both
cases supply and prices showed these tendencies and
controls were imposed, with little effect in the former
case. This inherent tendency for any price fluctuation
(whether upward or downward) on the free market to bring
ever increasing average supply and ever declining average
price is the reason why instability is such a problem
for exporters to the free market. Although the
circumstances are not quite the same owing to the
political uncertainty of the Cuban-Sino~Soviet relation-
ship the basic conditions are now present for a
repetition of the cobweb effect with rapidly increasing
supplies in 1965 or 1966 accompanied by low prices.

Cane sugar production has increased sharply in
many countries to replace the gquantity previously
supplied to the United States by Cuba. Fiji has
announced plans for an increase in the acreage under
cane and other cane producing countries will be doing
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likewise. Even though agriculture in Cuba is being
diversified it is highly probable that cane sugar
production will again rise to something approaching
previous levels, If the planned increases in sugar
beet acreages in the Soviet Bloc eventuate, those
countries may not be able to absorb the whole of the
Cuban output, thus further increasing the supplies on
the world market. Figure 3 shows the monthly price -
behaviour of sugar on the London Market since 1 January
1960, A period of low prices has been followed by
unstable high prices with a rapid fall now taking place,
This figure together with Figure 2 and the clear evidence
of actual and planned production increases tends to
confirm that the world sugar market is on the downward
path in the "Snape cycle" and a period of low prices
seems inevitable in the near future.
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LL,THE EFFECTS OF PROTECTION IN THE WORID SUGAR INDUSTRY

There is probably no other non-military commodity
the production and itrade of which 1s subject to as much
regulation and control as sugar. In this section a
sunmary of one attempt tc measure the effects of this
regulation is presented.,

Snape, in his paper "Some Effects of Protection
in the World Sugar Indust?y"{8> attempts to measure the
extent of protecticon in 1959 and to estimate the effect
on world consumpiion and trade in that year assuming |
that all sugar had been available for consumption at the
world fres market price levels for raw sugar, after
allowing for refining and distribution cositse. It is
emphasised fthat the calculations are of necessity |
"rough", but are believed %o be net so inaccurate as
to invalidate the msin findings. Further, the world
price will be higher without pretection than with it.
Since 1t is impossible to determine how much higher it
would be, no adjustments have been made so that the
figures derived may be slighitly over-estimated.

In Table & the average gross receipts of mills or
factories are listed for 1959 and are expressed as ilmport
or exporit parity, whichever is relevanit tc the country in
guestions The T«a.8. Cuba price of 3 cents per pound is
taken as export parity for all couniries except for
Taiwan, Indonesia and the Philippines whose proximity
to markets or potential markets justify a higher export
parity of 3% cents per pound. In Table 8 the import
parity price is applied to all net importers and self
sufficient countries and alsc for British Honduras and
the Belgium-Luxenmbourg economic union which probably
would be importers in the absence of protection. The
export parity price is used for all other countries,
although it is doubiful whether some of them would have
been exporters if they had received only the free market
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export price.

The percentages in column (2) of Table 8 give a
"rough'" idea of the extent of protection in 30 of the
non-commnunist countries of the worlde. It can be seen
that the most protected areas are Puertoc Rico, Hawaii,
mainland U.S5.A. and some countries of Western Eurdpe.
(The figure for Indonesia is suspect because of the
unrealistic exchange rate.) The least protected are
the Dominican Republic, Taiwan, Peru, Argentina, South -
Africa and Cuba. ‘Broadly, and in aggregate, protection
involved the displacement of production from exporting
to importing countries,

Snape then calculates that an additional
3,882,000 tons of raw sugar would have been consumed
in 1959 if, without any change in the levelof protection
given to producers, deficiency payments had been used as
the sole means of protection instead of import duties
and export subsidies, and if there had been no (non-
protective) revenue duties. Table 9 shows the results
of the exercise for all non-communist countries. This
hypothetical extension of demand is about 30 per cent of
total net infternational trade in sugar and more than
70 per cent of the net free market trade in 1959
(excluding communist countries). Should the estimated
extension of world demand have been brought about, its
satisfaction would almost certainly have occurred very
largely through an inecrease in international trade
rather than an increase in production in the protected
net importing countries. The increase in supplies
would have come very largely from the principal
exporters to the free market in 1959. BEven at 1959
free-market prices, increases in supplies would have
come more readily from these sources than from the
heavily protected sugar producers in other countries,
Whenever an international sugar agreement has been reviewed,
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the main exporiers to the free market have emphasised
their capacity to augment supplies greatly.

An enlargement of the free market on this scale
would secure a substantial increase in receipts, both
by way of larger sales and a small rise in price. Not
only would receipts be higher but they would be more
stable, As both retail prices and the prices received
by producers in exporting countries would be tied more
closely to free market prices, the supply and demand
for sugar on the free market would be more elastic than
at present and the price would be more stable. At
present, disturbances in the world sugar industry have
a disproportionately large effect on the relatively
small and highly exposed free market. If this exposed
sector were much larger, the effects of the disturbances
would be morse readlily absorbed by ite.

The shrinking of the worid market as a proportion
of total world production has been a source of many of
the problems of the lowest cost sugar producers in
recent yearss A partial solution to these problems is
implicit in Snape's analysis which does not involve a
change in the level of protection but merely in its
forme A reduction in the level of protection would
bring further improvements to world economic efficiency
and further benefits to low cost producing countries,
most of which are in the under-developed group of
nationse.
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5.PROJECTED SUGAR PRODUCTION AND ' (9)
CONSUMPTION LEVELS FOR 1970 BY F.A.O.

Over the last decade world consumption  of sugar
rose by 5.2 per cent per year, as against 2 per cent
for population, although the trends in per head consumption
differed widely between the various regionse. In North
America, Oceania (Australiz, New Zealand, Fiji and Hawaii),
and North Western Europe, sugar consumption has stabilised
at a high level. In a2all other regions per head
consumption went up steadily, the greatest percentage
increase being generally recorded in the regions starting
from a low consumption level. The demand for sugar is
influenced by the demand for those foods and beverages
to which sugar is added, dietary considerations as well
as income, population and price. Detailed statistical
analyses have shown, however, that most of the
variation in per head consumption can usually be explained
in terms of income and pricese.

The demand for sugar in 1970 was projected by
FP.A.0., on the basis of population and income growthe.
The income effect was computed on the basis of demand
functions assuming declining income elasticities and
saturation at high income levels. Excluding the Sino-
Soviet area, it appears that, assuming constant prices,
total consumption may increase at a rate of only 2.7 fo
3.2 per cent per year as against 3.8 per cent during
the previous decade. If retail prices were to fall
demand would increase sharply in countries with low
consumption provided the retall price in those countries
is reduced and moves wi@h the world price and vice versa
for a rise in prices. In countries where the sugar
price is high, even a large variation in the world price
will have only a small impact at retail and would only
slightly influence the volume of consumption though
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price elasticity is generally high in those countries.
In Japan, for instance, the retail price is about four
times as high as the world price (in 1962) even though
more than 85 per cent of the sugar supply is imported.
Under such conditions, the level of the retail price
depends mainly on government pclicies as regards import
duties, internal taxes and the level of protection given
to domestic production.

Total world production of sugar of all types
increased by 94% between 1947/9 and 1960/ . There is
every reason for assuming that the foreces which have
operated in the past to raise production will continue
to do so. Very substantial expansion can be anticipated
in Africa and the Near Rast. In other regions, the
largest increases for export sre likely to take place in
Latin America and to a smaller sxtent in Asia and Oceania.
An abundance of excellent sugar land, coupled with
relatively low-cost labour, skilled technological and
business management and adequate capital resources, will
greatly facilitate production expansion particularly in
Latin American countries.

In Burope, a simple extrapolation of past
-production trends would show a sizeable export surplus
by 1970, Indeed, in the European Hconomic Community,
the increase in yield by itself would be almost sufficient
to keep pace with the expected domestic demand for sugare.
However, large increases for export are not thought
likely for two reasons, firstly such exports would be
very expensive for the Community, and secondly, the
policy is 1likely to be to stabilise production and to
leave the export market, except for nominal guantities,
to the comparatively lower cost producers of cane sugar
in less developed countries.

A major problem in the projection work was the
large structural change in the world sugar economy
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following the United States break with Cubas In 1961,
Cuba shipped about 4.7 million metric tons to the Sino-
Soviet area. While some imported Cuban sugar was
either re-exported or made exports of beet sugar possible,
the total exports from the Sino-Soviet area and Cuba
together, to other destinations were substantially less
than 3 million tons, as compared with about 6 million

in 1959. This change in the pattern of world trade in
1960 was facilitated by exceptionally favourable weather
conditions and record crops ocutside the Sino-Soviet area.
In many countries large increases in production took
place, neotwithstanding the introduction that year of
measures to restrict the area under sugar Crops. The
new pattern is bound to continue and to reduce the need
for Cuban supplies especially with the recent high prices
due in large measure to the absorption of Cuban production
by the Sino-Soviet area. Prices need not be much above
3 U.8. cents a pound to stimulate exports, since in many
countries exports are marginal compared with domestic
markets while other countries will continue to stimulate
exports for financial and other reasons.

F.A.0. assumes that the world outside the Sino-
Soviet area will continue to require about 2 million
netric tons a year from Cuba and that the bulk of Cuban
production will go to the Sino-Soviet area. Production
was projected on the basis of past trends, general plans
or patterns of economic development and available
information as regards existing programmes for building
sugar factories. By comparing demand and production
projections a balance of the net import reguirements
was obtained for 1970. The results are reproduced in
Table 10 and show that net imports could increase by
1.0 = 1.5 million tons between 1957/9 and 1970.

F.A.C. 'S analysis of the current trends in the
world sugar economy indicate that by 1970 consumption
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outside the Sino-Soviet area will increase by 36 to Ll
per cent. Production will rise by 45 to 53 per cent
and trade is likely to expand by 9-1L per cent. The
large increase projected for production outside the
Sino-Soviet area arises from the fact that production
has recently already expanded considerably to compensate
for the loss of Cuban supplies,

The Sino-Soviet area could absorb 4~5 million tons
of sugar notwithstanding the projected large increase
in domestic production during the next decade. Mainland
China, which before 1961 imported only small guantities
of sugar, mainly from Eastern European countries, will
probably continue with some imports both for supply and
political reasonss However, should outside financial
assistance continue to be available, China could be a
very large market.

Whether by 1970 the net imports of the Sino-Soviet-
area will be nil or as high as L4 or 5 million metric tons
is largely a question of policy. If net imports should
disappear or decline substantially, the world market
would be faced with additional exportable supplies, which
would have a depressing effect on prices. While lower
prices would probably reduce the rate of production
expansion, there would, of course, be the additional
supplies from Cuba coming on to the market. Thus, if
the additional consumption of the Sino~Soviet countries
were to last a few years and then disappear, a very
large surplus would be left on the world market, creating
great difficulties for all exporting countries. Under
any circumstances a shortage in the world sugar markel
seems unlikely.
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6 .NEW ZEALAND'S SUGAR POLICY

At present there is no sugar production from either
cane or beet in New Zealand, but investigations are
being conducted in several arcas of the Dominion to
determine the economics of beet sugar productione
Practically all of New Zealand’s sugar is imported in
the form of raw sugar, which is refined in Auckland by
the New Zealand Sugar Companye(d

The consumption of sugar in New Zealand is now
4O per cent higher than the 193L4/8 average. This
increase ig entirely due to population growth since
consumption per head during the post war period has
been slightly lower than before the war. Only 418
per cent of total sugar production was accounted for
by industrial users of sugar before the war. By 1964
the industrial users had increased their share to
39 per cento

6.1 A Review of Past Sugar Policy

The main origins of imports are Australia and
Fiji, which in most years since 1951 have supplied the
bulk of New Zealand's requirements. Imports under
the arrangements with the Commonwealth Sugar producers
have been made exclusively from Australia and Fiji
because of their proximity to New Zealand. Table 11
shows the origin of imports of raw sugar in value terms
since 1953,

Sugar imports into New Zealand are subject to
import licensing except for imports of unrefined sugar
of under 22 Dutch colour standard. Import duties

~of 1%d per pound on refined sugar and 1d per pound

(a) The New Zealand Sugar Company is a wholly owned
subsidiary of the Colonial Sugar Refining
Company of Australia.
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on raw sugar have been levied since 1933, Raw sugar
imported for refining enters free of duty under bond,
an excise duty of 14 per pound being levied on the
refined product.

The Government determines the methods of purchase
and the terms of contracts under which the New Zealand
Sugar Company obtains its supplies of raw sugare. Under
the control of Prices Act 1947, the price of sugar is
controlled by the Price Tribunal. After the purchase
of raw sugar at a price related to the London daily.
price, all the intervening stages of the production,
distribution and sale of refined sugar are subject to
price control. Table 12 shows a breakdown of the
refined sugar price from 1954 to 196lL.

The arrangement with the Commonwealth sugar
producers is reviewed annually and the New Zealand
Government must decide which of three policies it will
pursue. Firstly whether to continue to purchase
sugar at, or related to, the world free market price,
secondly whether to enter into long term contracts
for the supply of part or all of her raw sugar needs
and thirdly whether or not to encourage the establishment
of a domestic beet sugar industry.

It can be seen from the discussion of the various
sugar nmarkets that the average price of raw sugar on
the free market was lower in most years since 1956
than prices under the United States Sugar Act or the
Commonwealth Sugar Agreemente. Both the United States
and British sugar consumers have been subsidising
producers who supply them under these agreements. The
agreements do provide a stable price and market for
sugar shipped under them but they have reduced the size
of the free market as a pPOportiOnvofFWOrld sugar
productiéh and trade,thus creatihg conditions for
violent price flugtuations as both political tensions
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and production levels change., Because of the tendency
for price to fall after any deviation from an equilibrium
position it seemsklikely that the average price of sugar
over a number of years will be lower if our requirements
are purchased at the world free market price0 There
retail price of sugar and sugar conitaining goods unless
some form of equalising scheme was ilnstituted. The
guaranteed overdraft scheme at present operating between
the Bank of HNew Zealand and the New Zealand Sugar Company
is one such arrangement. To make such a scheme self-
financing without resort to bank overdraflt finance it
would be necessary to build up a substantial fund, say

£5 million, by keeping the retall price of sugar at a
higher level then the world price when the world price
was lOWo(e | '

6.2 A Domestic Sugar Beet Industry

The question of a domestic sugar beet industry
raises many problems many of which cannot be solved
with the knowledge and data at present availables It
is true to say that beet sugar production is protected
or subsidised in all countries where 1t 1s growne
However, ao prices and ylelds suggested by Hr J. Campbell-
Macoonale £) after a visit to Otago in February 1963 it
appears likely thal sugar beet could be a profitable -
crop on some Otago farms.

An attempt is now made to relate a price of £5 per
ton for sugar beet to the world price of raw sugar for
the years 950 to 1963 At the retail price ruling in

(e) A number of different equalising schemes could ve
proposed but a discussion of them is not relevant
to this publicatione.

(f)

The price suggested was £5 per long ton for clean
beet delivered to the factory, assuming an average
yield of 17.5 long tons of topped and washed beet
per acre of 16 per cent sucrose contente 30



February-March 1963 (£75 per long ton) Mr Campbell-
MacDonald said that beet sugar could compete with
imported raw sugar provided the one penny per pound
excise duty was walved on domestically produced beet
sugar., This is equivalent to asking for protection
of £9., 6. 8 per long ton, Now, in order to pay the
producer £5 per ton for clean, topped beet and pay
on excise duty of £9. 6. 8 per ton, the retail price
for beet sugar would have to be £8L4. 6. 8, say £84
per ton as compared with £75 per ton for cane sugar
in March 1963,

v The tonnage of beet purchased by the British
Sugar Corporation and the resultant production of
white sugar is given in Table 13 for the years 1960/3,
This shows that an average of 7.7 tons of beet was
required to produce one ton of white sugar or 1,09

tons of raw sugar, so that the cost, to the New Zealand
factory, of the raw sugar in the beet would be

£35.3 per long ton, If the refiner's margin, excise

t

duty, wholesalers' and retailers’ margins are taken
as set out in Table 12, the cost of refining and
selling sugar is 4.3d per pound or approximately

£40 per long ton. Because the Chelsea refinery

of the New Zealand Sugar Company is probably relatively
inefficient compared with a factory of the latest
design, the refining costs may be over-estimated.
Taking the figure of £40 per long ton, the factory
can afford to pay £ulL (£8L less £40) or less for raw
sugar, This leaves a margin of £8,7 (£4L less £35.3)
for extracting raw sugar after credit has been given
for sales of sugar beet pulp. Since the extraction
and refining of beet sugar would be a continuous
process, the extraction margin may be under-estimated,

HoweVer, even when a price of £44 per long ton
for raw sugar 1ls assumed it is found that the world
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price for raw sugar has, since 1950, been above this
figure in only 1951, 1952, 1957 and 1963/l (see Table 17).
Thus even taking the conservative figures computed above,

a domestic beet industry would have needed protection in
some form to have maintained a payout of £5 per ton to

0
armers. In the years 1953, 1954, 1955, 1956, 1958,
1959, 1960, 1961 and 1962 protection additional to the
emission of the excise duty would have been requireds

6.3 An RBvaluation of the Worthwhileness of a
Sugayr Beet Indusitiry

The discussion in section 6.2 has assumed that

the present officlial exchange rate of £i,Z,100 = £stg.100
reflects the true valilue of New Zealand currency. It
is evident, however, because of the continued necessity
Tor the imposition of stringent import controls, that
the £N.Z. is over=valued and a premium on the earnings
or savings of Toreign exchange is jusvified. (10)
Further, sc that the various export csrning and impord
saving industries (lPC udwnb sugar beet) can be compared,

stematic method of alvating individual development
projects 1s needed so vhat there i3 a common basis for
comparison and that their relative merits may be viewed

in a more consistently cbjective manner.

Dr J.7. Ward of Lincoln College has set out a

method by which this may be done and develops the

. 1
Tollowing equatlcna(1

+ Y

o) (G, +Cy + 03) + & §; G Mzﬁ ~== (1)

P, £ ooe
BEW o= (V

s

Where

SPW -~ social present worth
Vﬁ ~ value of direct domestic benefits

V2 - value of indirect benefits

direct operating costs of lébour and domestic

(o]
-
§

meterials
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02 - domestic development costs of labour and materials
03 = indirect domestic costs

X -~ increased earning of foreign currency or savings
of foreign exchange due to import replacement

M1 - increased expenditure of foreign currency on
operating costs

M2 - increased expenditure of foreign currency on
capital items

a = a premium for foreign cUurrency.

This formula for social present worth is a
comprehensive one, which includes all the costs and
benefits 1likely to be relevant. Because of the lack
of data and the difficulties of measuring indirect
costs and benefits, Dr Ward has related the argument
to direet costs and benefits only and simplified the
equation as follows:

SPW=V==C+a[X=-M] ———— (2)

V -~ value of domestic benefits; increased
consumption on the domestic market

C =~ dpmestic costs; labour. and domestic materials
plus an annual equivalent of domestic capital
costs _

M - increased annual expenditure of foreign exchange
on operating and capital costs -

- increased earnings or savings of foreign eXchaﬁge
a - a premium for foreign currency.

Now, V will De zero if the purpose of domestic
production is solely to replace imports provided a
product of comparable guality is produced as is assumed
to be the case with sugar beet. We can therefore
write:
‘SPW. = a [X—wﬂ -C. -=== (3)
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If we now set the value oi social present worth
at zero, and solve for g we obtain a break-even premium
on forelign exchange, i.e. the value which must be placed
on the lew Zealand pound relative to the pound sterling
for a sugar vect industry to be Jjust worthwhile,

O
1
0
r'i';;“‘
[}
LE
]
Q

or

S - ()
is€, a2 18 the ratio of domestic costs to net
overseas costse.
We now estimate C, X and M for a beet sugar
industrys

The calculated price of raw sugar (from beet) of
glly per ton is taken as the best estimate of C. This
figure is aséumed constant over the last decade because
the refianing margin has not altered significantly
during that period (see Table 12).

The average savings of foreign exchange, 1€ New
Zealand produced all of her sugar needs domestically,
for the years 1954/63 gives an estimate of X. The
estimate 1s an unwelghted average pirice per ton adjusted
or freight charges and for the 75,000 tons purchased
at the London Price plus United Kingdom tariff preference
of €3, 15. O per ton since 1957 (see Table 17).

The increased expenditure of foreign currency on
itel and operating costs is difficult to estimate.
it is assumed here that 50 per cent of the capital costs
will be Tor additional imports of materials, plant and
machinery and that additional expenditure on operating
costs would be negligible, These costs (per ton)
amortized over a 25 year term at an interest rate of
6 per cent provide an estimate of M., The estimated
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capital costs of a factory with an output of 30-35,000
tons of refined sugar varies from 3-4 million pounds,
inelusive of farm machinery and the provision of other
ancillary seprvices. Thus the total capital costs of
producing all of New Zealand's sugar requirements from
beet might be 412-16 million pounds with the expenditure
of foreign exchange in the 6~8 million pound range.
For the purpese of this exercise various levels of
foreign exchange reguirements have been assumed so
that the situation can be explored. Capital inputs
of foreign exchange have been set at 5, 6, 7 and 8
million pounds inclusive of the capital reguirements
of farmers and the ancillary services.

Since the trend of world sugar prices is unceritain
values of £32.35, £37.35 and £42,35 per long ton of raw
sugar on the Free Market have been used for comparative
PUrpOSeS.

The results of the computations are set out below.

The Premium Placed on Forelgn Exchangs to
Justify a New Zealand Sugar Beet Industry
Under Variocus Price - Cgpital Assumptions

Assumed Average . N N

World Raw Sugar Capital Inputs of Foreign Exchange
- Price £5 £6 £7 £8

(£/long ton) million | miljion | million| million
32@35§/ 4651 v 1@53—[— 1»58 196‘1
37,352/ 1,29 | 4.31 | .34 | 1.36
M2035§/ 1.12 1o 1l 1:16 1,18

a/ This price approximates theﬂéverage world price on
the London Terminal Market from 1953 to 1962 inclusive,
~i.e. excluding the high prices of 1963,

2/ Tnis is the average priece (adjusted as described)
for the 410 years 1954 to 1963 and represents the
average payment per ton for New Zealand's sugar
imports over this period, i.e. ineluding the high
prices of 1963,

9/ This is a high price which is only likely in
occaslional yearse.
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The results indicate the notional devaluation of the
£N.Z. necessary for a sugar beet industry to be worthwhile
over a 10 year periode For example, at an average world
sugar price of £37.35 per ton and a capital input of £5
million sugar beet is worthwhile, only if we are prepared
to accept the notion that it is worthwhile to pay £N.Z.

1. 6., O for every £1 of sterling saved., Even at the
highest price of £42.35 per ton the level of notional
devaluation is 12 per cent. '

The completion of this exercise does not give a
definitive answer to the question of the worthwhileness
of a New Zealand Sugar Beet industry but suggests that
the project should not go ahead until reliable estimates
of capital costs, operating costs and social benefits have
been obtainede. If this procedure is carried out with
other proposed industries then they can be ranked in order
of desirability and the relative merits of a sugar beet
industry determined, in an objective manner. If the
sugar beet industry appears worthwhile according to these
criteria then protection could best be given by means of

a flat tariff on all sugar importss(1o)

It is emphasised that this method of ranking
proposedvindustries assumes that devaluation will not,
in fact, take place,. If the £N.Z. were devalued by any
of the values in the table a sugar beet industry might
still not be competitive and would probably need some
protection. This is because 'of the internal cost
inflation which would accompany a currency devaluation
in the absence of strong government action to prevent
wage and price  increases.

It must be strongly emphasised that the yield
figures suggested by Mr Campbell-MacDonald were estimates
based on a very small number of trial results. There is.
little factual data available on the crop husbandry
problems of sugar beet, particularly the mechanised
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handling of the crop, under New Zealand conditions. Any
estimates of long term average yields could be in
considerable error. A comprehensgsive, expensive and tinme
consuming research programme into the agronomiec aspects
of the crop is necessary before the farm production
problems can be discovered and solved and sound knowledge
gained on the performance of sugar beet in New Zealand.
In addition account must be taken of the rewards from
less arduocus methods of farming and whether the New
zealand farmer really wants to be involved in sugar beet
growings.

Another reason for carrying out this research
programme thoroughly is that large capital investments
will be necessary in establishing the factory, in farm
machinery and in transport facilities. EBven, if as has
been suggested, the factory could refine imported cane
sugar if a remunerative return could not be maintained
to producers of sugar beet, farmers who had commenced to
grow sugar beet would be left with much unsaleable
specialised equipment and would have to re-organise
their farming systens. This means that farmers must
be assured of a profitable return for a number of years
before they should grow the crop.

Purther, once a sugar beet industry has been
established it would be almost politically impossible
to close it down againe The following guotation from
the Review of Economic Conditions in Italy(13> is
relevant to the New Zealand situation:

"The manner in which all countries that are lucky
enough to be able to produce sugar from beets, have
solved the sugar problem for many decades is a matter
of general knowledge -~ customs protection for beets and
sugar and the defence of the consumer by means of price
control, ... NObody so far, has found a different
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policy and nobody has ever succeeded in persuading the
responsible governments to give up lecal production

even if it becomes more expensive than the sugar offered
by the international market which reflects a very modest
part of world productions”

In this Bulletin the international suygar situation,
both past and present, has been surveyed and estimates
made of future production and prices. Taking the
structure of the world sugar industry as revealed by
Snape’s analysis and using the data available it seéms
clear that New Zealand should not set up a beet sugar -
industry without a thoreough investigation of all aspects
of the proposale The data available is totally inadequate
to0 assess the worthwhileness of the scheme on its own or
to compare it with other proposed industrial projects.
There are, of course, many difficulties involved in
the quantitative measurement of costs and benefits,
especially those due to indirect and secondary effeets.
However, methods should be sought for solving these diff-
iculties because of the merits of tackling the problem in
a syétematic and objective ways

Although the exercise of forecasting future
commodity prices is always subject to uncertainty the
conclusions may be stated as follows:

1a New Zealand should continue to purchase her supplies
of raw sugar at the world price whether through an
arrangement with the Commonwealth producers or note.

26 If Government is convinced that the industry
should be positively considered, it should set wup
a Sugar Beet Investigation Unit staffed with
competent agricultural scientists charged with the
task of selecting the most suitable district (or
districts) for the industry and thoroughly
examining the crop husbandry, mechanical husbandry
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and farm management implications of the crope.

This would probably take five years to complete.

If the preliminary results of this study were
favourable then a thorough investigation of the
indirect, as well as the direct costs and benefits
of the industry should be commenced and the resulis
studied in the context of a national development
plane

A study should be made of any possible trade
advantages to New Zealand of purchasing our
supplies of raw sugar from tropical countries

to whom we wish to sell our food products -
particularly dairy products to the Carribean and
Latin American couniries. '



APPENDIX A

The United States Sugar Act

The United States accounts for gpproximately
one-sixth of the world's annual consumption and one-
fourth of the world's annusl imports of centrifugal
sugars. It is one of the few countries producing
sugar from both cane and beet, its production
(mainland and off-shore) amounting to about 10 per
cent of the world total.

Sugar has been subject to Government inter-
vention in the United States since 1789. Up until
1934 import tariffs were the main instrument of
policy, but these have been largely replaced by
quotas which are now the principal policy weapons.
All supplies of sugar to the United States are
regulated by the United States Sugar Act under which
domestic mainland and off-shore producing areas
(Hawaii, Puerto Rico and the Virgin Islands) and
foreign supplying countries receive guota assignments.
Under the Act, after the Secretary of Agriculture
has determined overall requirements, domestic and
specified foreign producing areas supplying the
United States with sugar are assigned guotas
representing their individual share of the market.

Under the quota provisions enacted in 4962 the
donestic sugar-producing areas are assigned a basis
guota of 5,810,000 short tons, raw value, plus 65 per
cent of requirements in excess 9,700,000 short tons.
Such increases are shared by the domestic beet sugar
area and the mainland cane sugar area in proportion
to their basic guotas. Provision is made to increase
guotas for Hawaii and Puerto Rico, such increases (if
granted) to be offset by reducing the quantity prorated
to foreign countries other than the Philippines.
Quotas for other specified countries are established
as percentages of the requirements remaining after
the guotas for domestic areas and the Philippines have
been established. The proration for the wvarious
supplying areas at the basic level of reguirements
(9,700,000 short tons) and for each 100,000 short tons
increase above this level is shown in Table 1lL.
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Whenever the United States is not in diplomatic
relations with a country (currently Cuba) any quota
specified for it under the Act is not granted. The
guantity withheld may be designated a "global guota'
to be filled by competitive imports of raw sugar from
any country which for the two previous years was a
net exporter of sugar. Special considersation must
be given to countries of the Western Hemisphere and
to those countries purchasing United States agricultural
commodities. Any gquota deficits are allocated to the
foreign countries (the Philippines again being treated
preferentially), listed in Table 14 having basic quota
prorations. If a deficit still remains it is added
to the "global guota'.

Imports to replace guotas not granted because
of lack of diplomatic relations are subject to a fee
to make up the difference between the United States
price and the price at which sugar is available for
import. The fee, when applicable at the full rate
diverts to the United States Treasury amounts roughly
comparable to the difference between the United States
price and the world price. The fees are at lower
rates for imports within basic quotas from foreign
countries and to all imports to £ill "deficit
allocations", The rates for such imports of raw
sugar are 10, 20 and 30 per cent of the full rates for
1962, 41963 and 1964 respectively. In the case of the
Philippines no fee is payable on guota imports. The
United States CGovernment has announced that funds
derived from these fees will be used to aid developing
countries generally. Import duties on sugar have been
at the rate of 0.625 cents per pound since 1951 for full
duty countries and 0.5 cents per pound for Cuban importse.
Special arrangements again apply to the Phililippines.

Although sugar prices are not fixed by the
Government, the regulation of supplies exerts consider-
able influence on the price of sugar. I the price
rises above what the Secretary of Agriculture considers
a reasonable level, he can increase gquotas and they
can be decreased if price falls. What has been
regarded as a reasonable price has been, apart from
exceptional years, considerably higher than world
prices. This is illustrated in Table 15 which shows
the protection afforded to Cuba until 1960, The
off~shore territories and the Philippines have received
additional assistances Still more protection is
granted to domestic farmers in the form of a direct
subsidy, financed by means of an excise duty of 0.5
cents per pound on all raw sugar. These subsidies or
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conditional payments - conditional on employing no
child labour, paying falr wages and keeping to quotas =
vary according to the size of the farm and have added
about 20 per cent to the proceeds of cane and beet
farmers in recent years. These various protective
devices have gll combined to raise the United States
sugar price substantially above the world price in

most years.

The British Commonwealth Sugar Agreement

Not only has the United Kingdom built up a
substantial beet industry of iis own since the first
world war but it has alsc changed its sources of supply
of raw sugar. Before 1914 most of its sugar was ,
obtained from Burcpe but wvery 1little has been imporied
from this source in recent years. Imperial Preference,
the post-war dollar shortage and from 1951, the
Commonwealth sugar agreement has placed the emphasis
on Commonwealth countries which now supply aboutb
two-thirds of total imporis,

i

The Commonwealth Sugar Agreementkﬁu) (C.S.A.)
was first signed in 1951 for an eight year period.
The Agrsement is designed %o develcop the production
of sugar in Commonwealth countrieg and t0 assist
orderly marketing of sugar by providing long-term
price stablility based on failr average costs of production.
In each year since 4952 1t has been progressively extended .
for a further year, the current expliry date being 1971.
The Agreement provides for the mavketing in Commonwealth
importing countries of up to 2,175,000 long tons of
sugar per ysale The parties to the Agreement at
present are the United Kingdom Government and represent-
atives of the sugar industries and exporters in
Australia, the West Indies and British Guiana, British
Honduras, Mauritius, Fiji and Bast Africa (Tanganyika,
Kenya and Uganda). Since South Africa left the
Commonwealth a separate agreement Lor the purchase of
a specified quantity of sugar at a negeotiated price
during the period 1962/6 has been made with the South
African Sugar Association. All other sugar is
purchased at world pricese.

Under the Agreement the e xporting countries are
allocated "overall agreement! guotas and "negotiated
price" gquotas. The overall agreement gquota limits the
total of annual exports to the negotiated price market
in the United Kingdom plus exports to the preferential
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markets in the United Kingdom and Canada plus an annual
zhipment of 75,000 tons to Wew Zealand. The basic
negotiated price guota is the quantity of sugar the
United Kingdom, through the Sugar Beard, agrees to
purchase each year at a price negotlated annually.
This "negotiated price" is a price based on fair average
costs of production and is aimed at being reasonably
remunerative to efficient producers in all exporting
countries. The quotas that were in operation for
1963 are shown in Table 16. The "antua¢ for 1963" is
5 per cent above base as against LI per cent in 1962,
The negotiated price and its premium over the world
price are shown in Table 417. From 1953 to 1962 the
C.S.A. has had a marked proiective effect although a
comparison with Tgble 15 shows that in only 1955 and
1961 did the premium of the C.S.A., negotiated price
over the world price exceed the premium obtained by
suppliers to the United States market. The C.S.4.
has been absorbed into the Internaticnal Sugar
Agreement under which the e xporting countries had an
aggregate export quota of 2,575 million long tons -
slightly higher than the C.S.A. overall agrecment
guota - in 1961 when the guota provisions were last
operative.

The method by which the United Kingdom Tinances
this arrangement and at the same time pﬂotects its
domestic beet industry is highly complex in operatlon
though simple in principle. The Government establishes
each year the total area to be planted with sugar beete.
The British Sugar Corporation {a commercislly managed,
government-controlled company) is reguired to purchase
the entire crop of beet grown on authorised land at
prices determined by the Government, It processes
the beet into raw or refined sugar and sells the
sugar at a price that 1s competitive with imported
sugar plus any surcharge that is in operation. The
Corporation is entitled to make a profit equivalent
to a reasoconable rate of interest on its issued share
capital and on such reserves as are authorised by the
Governmento. Incentive payments can be earned by
keeping operating costs below pre-determined standards
but must be used for plant renewals and additions and
staff bonuses.

From 41939 te 1956 all sugar imports into the
United Kingdom were carried out by the Government.
Under the Sugar Act of 1956 trade in sugar was put
back into the hands of private traders except for the
purchase of negotiated price quota sugar which was
entrusted tc the newly established Sugar Board. The



Sugar Beard buys the negotiated price sugar under the
CoS.Ae and immediately resells it (while still in

the country of origin{ at prices based on the world
price. It is imported inte the United Kingdom by
private firms at this price. Ag both the guaranteed
price for beet suger and the anegotlated price Tor
Commonwealth sugar are normally higher than free-
market prices both the Board and the Corporation make
losses on the operations so far describeds To
finance these deficits a surcharge {referred to above)
is levied by the Board on all sugar imported into or
manufactured, in the United Kingdom, the Bosrd making
good the Corporation's loss, The surcharge is the
device which ensures that the average United Kingdonm
price is egual to the actual cest of sugar, it being
governnent policy that the consumer should pay an
average price for his sugar egqual to 1its original
COShoe The rate of surcharge is so calculated to
enable the Sugar Board to balance its revenue account,
taking one year with another after discharging its
functions of buying and selling Negotiated Price Quota
sugar and taking over the profits and losses of the
British Sugar Cocrporation. If the Bugar Board shows
a surplus on its transactions, a distribution payment
is made (as in 1963/4) wherever a surcharge would
have been payables The result of this procedure

is that wholesale and retail prices are free and vary
from dealer to dealer and from day to daye

With respect to the domestlc market in sugar the
British Sugar Corporation and the Tate and Lyle Company,
whose refineries comprise 90 per cent of total British
refining capacity.have entered into an agreement under
the terms of the 1956 Suger Act "to secure the orderly
and econecmic marketing of sugar'. The Corporation in
its sales of refined sugar adopts Tate and Lylefs
prices, after formal consultation, rigidly and
simultaneously. To provide an assured market for
United Kingdom beet sugar the market 1s divided into
two zones - one served mainly with beet sugar by the
Corporation and the other mainly with cane sugar by
Tate and Lyle. The absence of competition between
these two main suppliers is & situation specifically
recognised in the Suger Act which éexempts the pfrties
from legislation against restrictive practices. 15

New Zealand has never been a member of the C.S.A,
but in 1951 entered into an arrangeument with the United
Kingdom to purchase at the C.5.A. negotiated price,all
its raw sugar requirements for the years 1851 and 1952
and 75,000 tons annually until 1958, This worked to
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New Zealsnd's advantage initially as the landed cost
of C.3.A., sugar was lower than that of rew sugar
purchased at the werld free market price. Surplus

s tocks subseguently depressed the free nmarket price
and by mid-1956 the C.S.A. price was £12 per ton
higher than the world price, In 195% agreement was
reached with the United Kingdom and Commonwealth
producers to release New Zealand from 1ts ocbligation
to take 75,000 tons of sugar at the negotiated price.
The terms of the new arrangement were:;{16

(a) DNew Zealand was released Trom the obligation to
purchase at the Commonweallth negetiated price as
from 4 January 1957 - two years earlier than
the actual expiry date.

(v) New Zealand undertock to purchase 75,000 tons
of Commonwealth sugar annually for seven years
(1957=63) but on a new price basis.

(¢) The new price hasis was called the "Commonwealth
free market price%. On this basis the price of
sugar to New Zealand is the f.0,b. Queensland-
Fiji {(or other Commonwealth territory) eguivalent
of the current value at the time of purchase of
"Commonwealth free marketsugar c.i.f. United
Kingdom. The effect of this is that sellers
recelive the same f.0.b. return as on the world
free market including the United Kingdom tariff
preference cf £3., 15, 0. per ton and New Zealand
pays the "Commonwealth free market price® c.i.f.
United Kingdon including the prefserence, less
the freight London-Queensliand or London-Piji
plus the freight Queensland or Fiji-New Zealand.
In simpler language this means that New Zealand
pays the London free market price plus £3. 15. 0.
per ton, less the freight ic London plus the
freight to New Zealand, freight charged from
the point of production,

This arrangement is reviewed annually by the
parties concerneds

New Zealand, except during the months of the Suez
crisis and most of 1963 benefited from purchasing at
prices related to the London free market price. The
net savi?%“§as been estimated at £3 million to the end
of 1963, 477 New Zealand purchases the balance of her
requirements of approximately 50,000 tons at world
prices without restriction as to source of sUPPlY.
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The International Sugar Agreement (I.S.A.)

The first International Sugar Agreement was signed
in 1937 but the second world war commenced before it
became fully operative. However, it formed a prototype
for the 1953 I.8.A. and was prolonged by annual signat-
ures to protocol until the 1953 Agreement came into force,

The present Agreement came into effect on
1 January 1959 to run for five years ending in 1963.
It was substantially similar to the preceding 1953
Agreement as amended in 1956 and was designed to
maintain an orderly supply and demand relationship
in a manner eqguitable to both producers and consumerse.
The Agreement was egssentially restrictive through
adjustable export guotas fixed with regard to a price
range of 3.25 = L.0 cents per pound fa.s., Cuba, so
that the supply of free market sugar would be kept in
reasonable balance with demand. Estimates of the
free market requirements were made annually by the
International Sugar Council and export guotas assigned
to members pro rata to the basic export tonnages
wriftten into the Agreement. The quota provisions
of the Agreement did not apply o sales to the United
States and exporter members of the Commonwealth Sugar
Agreement who shared a single, irreducible export
entitlement. Adjustments to quotas were mandatory
when the sugar price moved out of the set range.
Since 1958 to early 41962 the free market price rarely
exceeded the lower 1limit of 3.25 cents per pounde.
Actual export guotas, therefore, were less than the
Agreement basic export tonnagess. In 1961 when quotas
~were last in effect they were set at 82% per cent of
basic export tonnages. At the 19671 Conference
agreement could not be reached on the basic guota
allocations for the succeeding year and the quota
provisions were set aside for 1962 and 1963,
Although the Agreement continues in operation it has
become barely more than an authority for the collect-
ion and dissemination of statistics being virtually
powerless to influenge the course of prices. At a
United Nations Conference held in July 41963, the life
of the Agreement in its present form was extended
until the end of 1965, During this period the
International Sugar Council will study the bases
and framework for a new regulative agreemente.

The present close balance between supply and
demand for free market sugar has occurred without
recourse to quota controls in order to achieve equil-
ibrium. Had the complete agreement been in force in
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1963 all quotas and limitations on exports under the
Agreement would have become inopervative from mid
January since the prevalling price exceeded L cents
per pound fsa.s. Cubae. The quota provisions would
have remained inoperative until the present time for
the price has not Tfallen to 3.9 cents per pound when
quotas would have again applied,

New Zealand acceded to the Internaticnal Sugar
Agreement in 1960, It has significance for New Zealand
in relation to annual requirements of 50,000 tons which
are purchased from Commonwealth and other sources at
the World free market prics. (The balance of 75,000
tons is purchased under the special arrvangement with
the Commonwealth Sugar Agreemento. )

Snape<h) says that International Sugar Agreements
have not been wholly successful in removing short run
price fluctuations or in preventing average prices from
falling below what is thought to be desirable levels.
They have, however, prevented greater fiuctuations and
a more seriocus decline in average levels. For example
prices fell sharply with the suspension of the export
quota provisions at the end of 1961. Consumers®
interests have not suffered and the main fault of the
Agreement is its inadbility te protect producers rather
than consumers sufficlently.

The main deficiency is the lack of any guarantee
to exporters that they will be able to sell their
quota entitlenents at a price considered to b2 reason-
able. There is no resvriction on the subsidies which
rarticipating countries can give teo their domestic
sugar industrices nor on the form which these may take.
A major problem of fres market sxporiers is the small
size of the free market relative to world production
and trade and yet the Agreement has done nothing to
expand this market.

The Free Market

Only a small part of the world supply of centri-
fugal sugar is sold at the werld market price. The
free market is a residual market in Iwo senses,
Firstly, it accounts for sugar that sellers could not
dispose of on more favourable terms. From Table 3
it can be seen that average total exports were over
15 miilion metric tons for the years 1957 to 1959.

Of this total only five or six million tons were sold
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on the free market. Secondly, the free market, in
many cases supplies only a small portion of importers®
total sugar needss Not only are the free market
imports by many countries relatively small but they
are a variable proportion of thelr total demand, the
proportion required depending on the level of domestic
productions.

Over three-fifths of world sugar exports are
traded under preferential arrangements leaving only
one-tenth of world sugar procduction traded on the free
market. In recent years the I.S5.A. has embraced about
95 per cent of trade on the free market, From Table 2
it can be seen that trade on the free market failed to
increase with total world production during the 1950°%s
and it became increasingly a residual market in relation
to total production. EBxcept in times of war this has
been the general tendency throughout this century,

Historically, because of Cuba's dominant pesition
as an exporter, the f.a.s8., price of raw sugar at Cuban
ports for sale to destinations other than the United
States was widely accepted as the indicator of sugar
prices in the free market, However, with the changed
Cuban situation reliance has shifted to the spot price
for the No., 8 Contract of the New York Coffee and Sugar
Exchange and the London United Terminal Sugar Market
Associations daily price. The importance of the London
" Market has increased during 41962 and 1963 and nearly all
bulk deals for 1963 and beyond have had the price basis
determined on the London daily price of raw sugar.

Not all free market transactions are g¢onducted
through the recognised markets of London and New Yeork,
a large portion being traded by gevernments under
special billateral agreements which are often on barter
terms. These deals can disturb the world price
considerably while the market adjusts its expectations
of demand and supply and of the stock position,. The
large sugar exports from Cuba to the Sino-Soviet
countries under barter agreements, in which ithe nominal
price placed on the sugar is not the prime consideration,
was one of the factors causing the recent price fluctuat=
ions on the World masrket,

The direction of trade on the free market is largely
from cane producers, who mainly harvest during the first
portion of the year, to Northern Hemisphere importers,
most of whom produce beet sugar themselves and harvest
during the second half of the year. This dependence on
beet harvests, which vary markedly with weather
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conditions is a major cause of instablility of demand on
the free market, particularly as imperts, in many cases,
account for only a small fraction of teital reguirements.
This instability is pariticulariy serious for those
exporters whose eccncmies depend hesvily on the earnings
cf their sugar on the free market,

All of these factors can make trading on the free
market extremely volatile, reacting sharply to inter-
national tensions or to changes in levels of supply and
demand. For instance, in 1957 at about the time of the
Hungarian and Suez crises the world price nearly doubled
in 60 dayse The price behaviour of sugar since January
1, 1960, shown in Figure 3, reflects these factors.
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SPENDIX B

The Cobweb #ffect

H
pe's

This appendix consists of a summary of Sna
gar SCOonoiy.

Analysis of the cobweb effect in the world suga

Snape considers two supply time periods (following
Marshall), the lesser time interval being termed the
market period and the greater the short run. In the
market period, supply can only be altered by changes in
the efficiency of raw sugar production from existing
cane or beet or by alterations in the level of raw sugar
stocks. In the short run new cane and beet lands can
be brought into productions The dividing line between
the two periods is blurred but the distinction is
important.

After an exanminatiocn of price elasticities of
demand and supply (with respect to a departure from a
position of long run eguilibrium) for an unregulated
peace~time Ifree market, Snape comes to the following
conclusiocns.

Firstly, that during the market period supply is
fairly inelastic while during the short run it will be
rather more elastic for a price rise than for a price
fall, i.e., the supply curve hss a "kink" (see Figures
L= 7)) Secondly, that demand is particularly
inelastic with vrespect to free market price and is
highly subject to exogenous movements due to weather
conditions in imporiting countries and international
crises, These conditions are set out in highly
simplified pictorial form in Pigures L - 7 and are
adapted forms of the usual "cobweb" diagramns,

In these Tigures demand is concelved as adjusting
within the market period while supply during that
period is perfectly ineclastic, conseguently the
elasticity of market-period supply that is present in
practice is added to demand. For example increases in
exporters’ stocks are represented as part of demand
from the free market, Supply in the market period
is a vertical line, BX, the season's production.

8,8, (Figure L) is the supply curve for the short run,

50



showing the short=run supply positions for departures
from the equilibrium price of OA, and D,D, the demand
curve for the market period. For simpliSity, straight
iines, parallel movements and constant weather conditions
are assureds It is alsc assumed that the slopes of the
supply curve Tor departures of price from its equilibrium
ievel and for departures from other prices are the same.
The implications of these assumptlons are examined later.

We start in Figure L, from a position of long-run
eguilibrium at a price of 0A, and production OB, It
the demand curve shifts to the right to DgDug then in
the market period price will rise to 0C, Pringing a
supply of OF in the following seasons Prices in that
season wiil fall to OJ {(and would probably fall further
because the demand curve may have shifted to the left by
this time - a once -for-all shift is assumed here). The
"kink™ in the supply curve will now move up to B, as
shown in Figure 5. At a price cf 0J, production in the
following season will fall from OF to ON and hence price
will rise to OP, Preoduction will increase along SASB
(Figure 6) to OR in the following season, the kink
now having moved to T, The path of the cobweb is along
the demand curve DBDA as shown in Figure 7.

The properties of this

yoe of movement, under
the assumpitions made may be 1lis

type

istede.

1a No matter whet the initial disiturbance the path
taken will be of the same form given the slopes
of the curves. When the initial disturbance
is a shift of ithe demand curve to the ielt an
"explosive” cobwelb dlagram can be drawns The
result is similar in the case ¢f exogenous
changes in suppl¥.

2. The path of the c¢ycles will vary with ﬁhe shape
of the demand and supply curves.

3 Though the path of the cycle can take many forms,
it is highly probable that the Itrend of average
price will be downwards.

Snape then 1reats the cycle mathemalically and
derives the neceseary and sufficient conditions for

The effect of relaxing the assumptions is now
discussed, If the demand and supply curves are not
straight lines, the conditions for the various movenents
are more complicated but the basic features of the model
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remain, A more important assumption is that the slopes
of the supply curve for departures of price from its
equilibrium level and for departures from other prices
are the same. If this assumption is relaxed, important
changes occur. For example it may be more realistic to
assume that the upper part of the curve SzS, in Figure 6
is rather steeper than the upper part of g The
effect of this will be to damp down the fluctuations

in price, though the same general pattern will tend to
occur, This may, however, be counterbalanced by
relaxing the assumption of a once-and-for-all initial
movement to set the process going, though it is -
possible that further exogenous movements will prove

to be off-setting rather than aggravatinge

A further complication would be to relate supply
not only to the price of the previous year but to the
prices of several previous years. It is at this point
that simple geometry fails. If the price of the
previous season exerts most influence, as seems likely,
the model will still bear the characteristics outlined
above.

For a full explanation of the derivation of the

cycle and ﬁ? account of the underlying assumptions,
see Snape( Chapter 3, ppe 77=117.
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APPENDIX C

Statistical Appendix

World Production of Centrifugal Sugar (Raw Value)
and Non-centrifugal Cane Sugar 1960-1 to 1962-3,

Table 1

Table 2 -~ Production and International Trade in
Centrifugal Sugar.

Table 3 = Source and Direction of Exports of Centrlngal
Sugar - Annual Average 1957-9,

Table 4 =~ Cuban Exports of Centrifugal Sugar to
Sino-Soviet Countries.

Table 5 = World Exports of Centrlfugal Sugar (Raw Value)
, 1960-2,

Table 6 =~ World Imports of Centrifugal Sugar (Raw Value)
: 1 960"20

Table 7 = World Consumption of Centrifugal Sugar (Raw Value)
1958-61 .

Table 8 =~ Home-Produced Raw Sugar, 1959:
Estimated Average Receipts (or Costs).

Table 9 =~ Calculation of Increase in Consumption of Sugar
with Removal of Protection and Revenue Dut;es.

Table 10 =~ Projections of Net Imports of Sugar for the
Main Importing Regions (Excluding Sino~Soviet
area) on Assumption of Constant Prices.

Table 11 = Origin of Imports of Raw Sugar into New Zealand.

Table 12 = DBreakdown of New Zealand Refined Sugar Price
1962 to 196k.

Table 13 =- Production of White Sugar from Beet in the
United Kingdom.

Table 14 =~ Proration of Quotas Under Uhlted States Sugar
Act Amendment, 1962,



Table 15

Table 16

Table 17

Price Premium on United States Quota Sugar

1960-1963,
Commonwealth Sugar Agresment Quotas 1963,

Negotiated Price Premium Under Commonwealth
Sugar Agreement, 19501963,
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WORLD PRODUCTION OF CENTRIFUGAL SUGAR (RAW VALUE)
AND NON-CENTRIFUGAL CANE SUGAR 41960~1 TO 4962~3
(1000 metric tons)

Region

Europes
Beet

* Cane (Spain)

UeSo8.H,
Beet

North and Central Ameriecss
Beat
Cane
Non=centrifugal cane

South Americas
Beet
Cane -
Non=gentrifugal cane

Beet
Cane
Non-eentrifugal cane

China (Mainland)s
Beet
Cane

Africas
Cane

Oesanias
Cane

World Totals:
Best
Cane
Total Beet and Cane

(Non-centrifugal cane)

TABLE 1

1960-1 1961=2 19623
14,575 11,830 11,200
35 35 30
5,717 6,652 6,603
2,370 2,310 2,485
13,320 11,560 10,600
265 255 245
105 100 105
6,220 6,265 6,560
4,050 1,000 1,015
- 980 760 770
6,650 6,345 6,380
5,105 6,025 6,270
325 500 350
900 900 950
2,400 2,845 2,980
1,555 1,560 2,135
23,870 21,950 21,510
31,080 29,510 29,640
54,950 51 ,4:60 51,150
(6,970) (7,830) (8,080)

Sources Monthly Bulletin of Agricultural Economics and Statistics

42 {7=8) : 27 Table 6.
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TABLE 2

PRODUCTION AND INTERWATIONAL TRADE IN CENTRIFUGAL SUGAR

(Thousand Mstric Tons, Raw Value) )
Yg;; wg%Ea Tgégl Neﬁ(%;psrts Toggg Net Fr@go%arket Free Mg;%et Exports
Prod'n., Net to Free Bxports as Exports as as % of
Exports Market % of 5 of Total Net
Production Production Exports

1957(%) o) 20,186 9,809 3,279 36 12 53
1 911-7/8§a) 25,797 10,986 b,727 43 18 43
1948/9 (2) 28,401 10,979 4,238(b 39 15 39
1949/50, 29,578 11,791 4, 300 (b% 40 15 36
1950/10% 33,795 43,103 5,000 39 15 o9
1951 /zéa 36,098 11,782 L., 886 33 1% I
1952/3 35,486 13,617 5,524 38 16 I
1954 3575373 11,59 Lol 7h 31 12 39
1955 38,925 12,510 5,318 32 14 43
1956 40,217 12,372 5,131 31 13 i
1957 43,992 13,439 6,243 31 14 46
1958 47,210 13,886 6,156 29 13 by
1959 49,557 13,087 5s 275(13) 26 11 40
1960 52,627 15,183 6,900 29 13 45

(a% September to August.
(v Estimate

Source: Snape, R.H. Protection and Stabilization in the World Sugar Industry,
Unpublished Ph.D. Thesis, University of London, 1962.
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Exported Tos

Exported
From:

Cuba
Philippines
Puerto Rico
Hawaii

Taiwan
Dominican Rep,
Australia
Br.WeIndies
U.K.

Brazil
Mauritius
France(Met)
Peru
Czechoslovekia
Other
Exporters

TOTAL

Net Tmports as
% of Consum'n

TABLE 3

SOURCE AND DIRECTION OF EXPORTS OF CENTRIFUGAL SUGAR -

U.S.4,

2,977
9253
811
798

9

MO AN

U B B |

82

-

87

5,778

70

U.K,

423

o

387
333
519
X
92
410
1
51
13

596
2,825

76

ANNUAL AVERAGE 1957-59

(Thousand Metrie Tons

Japan Canada France USSR Morocco Iran Other Total

455

69
15179

O

8l

(Met)

100

SAT RN T A

N
fup Ot

37
532

2

273 182
41 -
- 30
- 3

- L6

- 6
127 7
26 73
L67 347
5 100

s
+
g5 8 10 F~1 ) wo

-
(@]

i 8

8l
256

73

753 5,297
28 970
- 8

- 798
313 771
177 727
117 697
- 697
613 656
365 597
27 535
451 498
237 469
195 342
—11(aq9446

3,265 15,3157

88

L3

Net

Exports
as % of
Prod'n

76
89
93

88

53
85

20
%

&0

68
40

e

L3

(a) As this is the balance of balancing items, all errors and statistical discrepancies
are reflected in this figure.
(b) Total exports.

Total imports averaged 15,16k thousand tons over the period.
Source:s Snape, R.H. oOpescite



CUBAN EXPORTS OF CENTRIFUGAL SUGAR TO SINO SOVIET COUNTRIES

TABLE L4

(million metric tons)

U.S.3.R.
Mainland China

Eastern Europe

Total

Proportion of total
Cuban exports to
Sino-Soviet area

1959] 1960 1961 11962
0.3 | 146 | 343
Nil | 0.5 | 1.0
Nil | 0.2 | 0.5
0.3 | 2.3 | 4.8 4.9(a)
6% |10,1%| 75%

() pgtimate

Sources F.A.0. Commodity Review 1962 Part II p.49 Table 19.
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TABLE 5

WORLD EXPORTS OF CENTRIFUGAL SUGAR (RAW VALUE) 1960-1962
(1000 metric tons)

Exports
Europe 15755.9 2,123%,0 1,658¢7‘
U.5.5:Re 26440 950.7 900:5
N. and Central America 8,075.9 85790.4 753516
South America 1,612.7 1@659.2 102342
Asia 2,187.3 2,396.2 2,288,6
Africa 926.5 1,146.3 1,365.3
Oceania 1,043,.7 990.6 1,380.5
WORLD TOTAL 17,279.0 20,385,0 18,510,0

Note: World totals include estimates for countries for which dsta
is missing,

Source: Monthly Bulletins of Agricultural Bconomics and Statistics,
F,A.0., Rome.
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WORLD IMPORTS OF CENTRIFUGAL SUGAR (RAW

TABLE 6

(1000 metric tons)

VALUE) 1960-1962

1961

Region 1960 1962
Imports
Europe 4y 588,71 4.,188.5 L,135.7
U.S.3.R, 1,717.3 3,596.9 2,485.9
North America £y911.3 4, 535.8 Ly 996,14
South America 186.3 L5857 208.7
Asis 2,115.2 2,332.8 2,419.6
Africa 1,118.8 1515241 1,146.2
Oceania (New Zealand) 106.2 135, 3 127.3
WORLD TOTAL 16,709.0 19,801.0 18,925.0
Note: VWorld totals include estimates for countries for which

data is missing.

Source: Monthly Bulletins of Agricultural Economics and
Statistics, F.A.0., Rome,
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TABLE 7

WORLD CONSUMPTION OF CENTRIFUGAL SUGAR (RAW VALUE) 1958-1964
(million long tons)

Region 1958 1959 1960 1961
North & Central America 1074  11.05 11.22 11,58
South America )+9 21 li-o 20 Ll-c}-i-6 l(-; 80
Western Burope 10615 10,20 10,60 10,84
Eastern Europe 2,90 2.9 3. 03 3.27
U,8.5.R. 5,36 5.75 6,00 6.50
Africa 2011-7 2057 2, 69 2071
ASia 7.77 80 28 8. 82 9. 99
Oceania 0,70 0.70 C.7% 0.70
WORLD TOTAL 4 30 45.69  47.53  50.39
WORLD TOTAL (metric tons) 45,05 L4647 L4B.3h 51,25
Note: The Internatiocnal Sugar Council and European countries

present sugar statistics in metric tons (2,204.6 1bs),
while the short ton (2,000 1bs) is used in U.S.A. and
South Africa. One long ton is equivalent to

1.017 metric tons,

Source: Daly, R.A. The Sugar Situation, 1962-63,
Quarterly Review of Agricultural Economics 16 (1) : 5.
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TABLE B8

HOME-PRODUCED RAW SUGAR, 1959 :
ESTIMATED AVERAGE RECEIPTS (OR COSTS)

Estinmated Average  Average Recelpts

Receipts from (or  or Costs as Per-

Cost of) Home= centage of Import

Produced Raw Sugar Parity* or Export

(U.8. cents/1b.) Parity** Price
(1) (2

Cane
Argentina Lo 120
Australia ® heB 150
Brasil % 4,75 160
British Gulana X e D 150
British Honduras 5,25 140
British West Indies x
Antigua x o258 150
Barbados x 5 165
Jamsica X o5 150
8t Christopher-Nevis x ke7h 160
Trinidad-Tobago x 5 165
Cuba x & 135
Dominican Republic x 2,75 90
Fiji X 5 165
Hawaii x 74 235
India 6.25 165
Iadonesia % & 185
Mauritius x e B 150
Mexico x 5,25 175
Peru X 3:25 110
Philippines % 5.5 170
Puerte Rico x® 7e 235
South Africa x 3.75 125
Taiwan s 5.25 100
U.S.A. (cane and beet) 7.58 200
Beet
Belgiun-Luxsmbourg 5.5 145
France (Metropolitan) 6 160
Germany (Western) 775 205
Italy 7 185
Netherlands 5 135
U.X. 6 160
* Tmport parity taken as 3.75 cents/1b.

#%  Export parity teken as 3 cents/lb. (except for Indomesia,
Philippines and Taiwan, where taken as 3,25 cents/lb.). The
export parity has been used for countriss marked with x,

2 Including cconditional paymwents to farmers.

8 Average for 1958 and 1959,

Source: Snape, R.H, Some Effects of Protection in the World Sugar

Industry, Economica, February 1963, p.66. 63



TABLE 9

CALCULATION OF INCREASE IN CONSUMPTION OF SUGAR
WITH REMOVAL OF PROTECTION AND REVENUE DUTIES

b : SO
o 84 % £. BB Hil

Ho o8 ol ae 8 D o
S TeaT B od 4 2 < B
©wa 8D 80 & B4 ST WO OO\ & 9 5§ &
oM © Ay O -8 <A O O 3 P
) +2 B 4 £ o @ L B o
T S5ER .3 §% 3+ F g§*"
g o 8 r Qo OO0 [« g o O —HO O
§R hsah fg s §§8  E.8
<q§ [a VTS 1 <> F VR e P o) o <t o s @~

(1)* (2) 3 W (5 (6) (7
SECTION A (3) X(l*‘) (5) X(é)
Australia x 20 17 0,39 7 531 37
Austria 224 9 1 7 ‘00!{-2 7 271 4 9
Belgium~Lux. X 25.2 33 =0.27 9 289 26
Denmark x 1702 1 -0 2 0 260 0
Egypt 16,0 - ~1,08 0 330 0
France (Metro.) 2347 20 -0, 30 6 1,518 9
W. Germany 29,5 36 ~0.34 12 1,706 205
India 217 12 =1.75 22 2,297 505
Italy 40,2 53 =0,57 30 1,000 300
Netherlands 25.8 26 -0.37 10 507 51
South Africa x 12,8 - 0,58 0 714 0
Sweden 271 30 -0,32 10 353 35
Switzerland 20,9 9 =0, 31 3 270 8
UoKo 2005 7 "’0925 2 2’979 60
UoSoA. 2502 25 ""0928 7 8,405 588
Venezuela 26,9 29 =042 12 23l 28
Ten Other Countriesf - - - - 1,22k 216
TOTAL 22,888 2,169

SECTICN B

Algeria 20,6 8 =060 5 219 11
Brazil x 171 1 <040 0O 2,427 0
Canada 21.8 13 -0,30 4 816 33
Chile 18.6 - =050 0 221 0
Cuba x 175 3 -0.30 1 331 3
Iran 2543 25 -0.80 20 166 93
Japan 38,4 51 1,00 5 14321 67k
Mexico x  12.7 - =040 0 979 0
Pakistan 20,6 38 -1+75 66 221 146
Peru X 7okt - -0,60 0 261 0
Philippines x  21.5 21 ~0.60 13 288 37
Spain 20,2 6 ~0,60 & 508 20
Turkey x 36,0 53 =0.70 37 3208 114



TABLE 9 (Gont'a)

(1) (2) (3) (& () (6) (7)

SECTION C
A1l Other Non-
Communist
Countries - - - - 5,508 582
TOTAL All Non- 36,762 3,882
Communist e
Countries

a
Notes: Countries for which export parity is relevant are marked with x.

! Ceylon, PFinland, Greece, Guatemala, Ireland, Israel, Norway,
Portugal, Puerto Rico, and the Federation of Rhodesia and
Nyasaland: calculations made separately for each, but
presented in totals only.

Source; Snape, R.H., op. cit,
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TABLE 10

PROJECTIONS OF NET IMPORTS OF SUGAR FOR THE MAIN
INPORTING REGIONS (EXCLUDING SINO-SOVIET AREA) (¥
ASSUNMPTION OF CONSTANT PRICES
(1000 metric tomns, raw value)

Index, 1957=59= 100

Region 1957=59 1969-71

L. He L. He
North America Iy 931 5,450 5,450 110 110
Western Europe 3,179 2,700 2,700 85 85,
Japan 11N 1,850 1,950 155 16k
Total industrialised
countries 9, 301 10,000 10,100 108 108
Near East 811 1,000 1,200 123 148
North Africa® 679 600 700 90 103
Rest of Africa” 329 500 660 152 200
Total Near East 3
and Africa 1,819 2,100 2.560 115 144
GRAND TOTAL 11,120 12,100 12,660 109 1L
TR b b _—m=
1 Including Puerto Rico and Hawaili.
Algeria, Egypt, Libya, Tunisia.
3 Bxcluding South Africa, Mauritius and Reunion.
Note: L and H are low and high estimates respectively.
Source: Agricultural Commodities - Prcjections for 1970,
Commodity Review 1962 = Special Supplement, Part II p.36.

F.A.0., Rome,
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TABLE 11

ORIGIN OF IMPORTS OF RAW SUGAR INTO NEW ZEALAND

Industries and Commerce 1962=3.

(£000)
Dominican

Year Australia Fiji Taiwan Cuba Peru Indonesia Republic
1953 1,723 1,174 252 - - - -
195 2,417 1,606 - 99 220 - -
1955 2,567 1 5454 - - - - -
1956 2,300 1,273 - - - - -
1957 2,880 1,239 = - - 143 -
1958 2,654 910 - - - - -
1959 1,897 884 - - - - -
1960 2,160 358 - - - - 2L,
1961 1,529 531 = - - - 995
1962 1,773 1,285 - - = - -
1963 5,229 - 336 - 457 - 967
Source; New Zealand Year Books 1953=1961 and Department of
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TABLE 12

BREAKDOWN OF NEW ZEALAND REFINED SUGAR PRICE
(in pence per 1b,)
From 9 April 4962

Date When Price Became Effective

Price Components 1962 1963 1964

9eds 28616 25430 605 2750 17066 26.6, 16616
Landed price of raw sugar 3,9 3.5 Lol 5.1 6,0 8.4 5°Tf 9°3f
Refined equivalent 3.2 366 bo5 5.2 61 865 5.2 Fole
Refiner's margin® 2,2 202 202 262 2.2 2.2 2.2 2.2
Exoise duty 1.0 1.0 1,0 1.0 1.0 1.0 1.0 1.0
Price to wholssaler 6olr 6.8 77 8ol 9.3 1.7 Bols 12.6
'WhQZ—Le sa,ler” S margi.n 002 02 02 63 83 oz'l' 03 0"+
Price to retailer 6.6 7.0 7.9 8.7 9,6 42,14 8.7 13,0
Retailer’s margin 0,9 1.0 oy 1.2 1.3 1.7 1.2 1.8
Price to Consumer 7e5 8,0 G i) 9% 9 10,9 13,8 9,9 10,8

%

89

Includes cost of manufachure, Auckland cartage chargss, reserve stock allowance,
administration expenses and refiner’'s profit, and transport costs to aresas oubside
Auckland province to ensure that the retail price of sugar is uniform in the main centres.

s The stabilization scheme operated from 26 June 1963 and has absorbed a proportion of
the landed price of raw sugar.
Sources The Department of Industries and Commerce.



TABLE 153

PRODUCTION OF WHITE SUGAR FROM BEET IN THE UNITED KINGDOM

Year ended Beets Sugar in terms
31 Narch bought of white sugar
(Llong tons) (long tons)
1960 5,509,769 773,292
1961 7,215,261 887,525
1962 5,936,479 760,388
1963 5,313,003 686,512
TOTALS 23,97k, 512 (a) 3,107,717 (b)

Notes: The average tonnage of beet required to produce

one ten of refined sugar during 1960=63% gt% = 7.7 tons

Using a conversion rate of 92 parts refined = 100
parts raw 7.7 tons of beet produce 1.09 tons of

Taw Sugars

At £5 per ton for beet the cost of the raw sugar
is £35,3 per ton.

Source: Report of the Directors and Statement of Accounts
for year ended 3 March 1963, British Sugar
Corporation Ltd., Lendon, p.18.



TARLE 14
PRORATION OF QUOTAS UNDER THE UNITED STATES
SUGAR ACT AMENDMENT 4962
(short tons, raw value)

Proration of first Prorvation of each

9,700,000 additional 100,000
Area short tons short tons
Domestic:
Domestic beet sugar 2,650,000 48,589
Mainland cane 895,000 16,411
Heawaii 1,110,000 : 0
Puerto Rico 1,140,000 0
Virgin Islands 15,000 O
Total Domestic 5,810,000 65,000
Fereign:
Philippines 1,050,000 0
Cuba. 1,484,121 (1) 20,220
Peru 189,804 2,348
Dominican Republic 319,804 (2) 25348
Mexiceo 189,804 2,348
Brazil 180,186 2,230
British West Indies 90,235 1,116
Avstralia 39,884 L9%4
Republic of China 35,075 435
French West Africa 29,984 371
Colombisa 29, 984 LYa!
Nicaragua 24,892 308
Costa Rica 26,892 308
Eeuadeon 24,892 308
India 20,084 2h8
Haitdi 20, 08 218
Guatewala 20,084 248
South Africa 20,084 248
Panama 14,992 185
El Salvador 10,183 126
Paraguay 9,900 123
British Honduras 9,900 123
Fiji Islands 9,900 123
Netherlands 9,900 123
Other Countries 1,332 0
Ireland 10,000 0
Argentina 20,000 .5
Total Foreign 3,890,000 35,000
GRAND TOTAL 9,700,000 100, 000

1. Percentage proration reduced by 150,000 tons to cover added
allocations to Dominican Republic and Argentina. Balance of pro-
ration, not made while U.S. is not in diplomatic relations with
Cuba becomes "Global queta®. 2, Includes 130,000 tons allocated
from proration for Cuba.

Sources The World Sugar Economy Structure and Policies Vol. I,

International Sugar Council, London, 1963 p.113, Table 26. 0
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TABLE 45

PRICE PREMIUM ON UNITED STATES QUOTA SUGAR 1950-1963
(U.8. cents/1b. raw value)

Year U.S. Price Insurance and U.S. Price Free Market U.S.

c.i-f» (&) Freight Cuba f.a.s.Cuba Price f.a.s. Price

New York Cuba Premium

(1) (2) (1)=(2) =(3) (&) (3)~(4)=(5)

1950  5.43 0.3k 5.09 4,98 0.11
1951 5.56 0.49 5.07 5.67 -0, 60
1952 5,76 Oedi 5:35 Le7 1.18
1953 5.7 0.36 5043 3.4 2,02
1954 5,59 0.38 5021 3,26 1.95
1955 5.4b5 0.46 4:99 3.2k 1.75
1956 5,59 0.49 5.10 3.48 1.62
1957 5.7k 0,4y 5,30 5.16 0.14
1958  5.77 0.36 5e41 3,50 TeIN
1959 o 7Tk 0.39 5.35 2,97 2.38
1960 5,80 042 5038 3.1 2,26
1961  5.68 0.42 5.26 2,92 2,34
1962 5,82 0.42 5,40 2.93 2.47
1963  7.22 0.42 6,80 7.71 =0, 91
(a) Ex duty

Note: The Figures for 1961, 1962 and 1963 are, of course, hypothetical.

Source: ©Snape, R.H., op. cit., and Meonthly Bulletin of Agricultural
Eeonomics and Statistics, F.A.0., Rome,
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TABLE 16

COMMONWEALTH SUGAR AGREEMENT QUOTAS : 1963

Overall Agreement Negotiated Price Quota
Quota Basic Actual for

long tons 1963 (a)

Country Long tons(tel.quel.) (t.q.) long tons (tane}
Australia 600,000 200,000 315,000
West Indies and

British Guiana 900,000 641,050 673,103
British Honduras 25,000 18,000 18,900
Bast Africa 10,000 5,000 5,250
Fiji 170,000 120,000 126,000
Mauritius 470,000 335,000 251,750

TOTAL 2,175,000 1,449,050 1,490,003

(a) All quotas 5% above base.

Source: Daly, R.A. op. cit. Table 10, p.15
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TABLE 17

NEGOTIATED PRICE PREMIUM UNDER COMMONWEALTH SUGAR AGREEMENT ¢

1950-1963

Negotiated Av, Free Negotiated Av, Free Negotiated

Price Mkt.Price Price Mkto.Price Price
&/long ton &£/long ton U.S.cents/ U.S.cents/ Premium
a (b) 1b. equiv. 1b. equiv. U.S.cents/
Year 1b. equiv.
(1) (2) (3) (&) (3)=(4)2(5)
1950 30 10 O 40 16 8 3,81 5.10 -1.29
1951 32 17 6 4911 8 Lot 6,20 -2,09
1952 38 10 © L5 13 L ko84 5071 -0.90
1953 L2 6 8 3048 4 5029 3,86 4oh3
195, 41 O O 2915 O 5012 3,72 1,40
1955 LO 15 0 3 10 O 509 369 2,00
1956 40 15 O 3% 0 0 5.9k 4,38 1.56
1957 42 3 4 46 47 6 5.27 5.86 =0,59
41958 L3 16 8 3 7 6 5.48 3,92 1.56
1959 45 2 ¢ 27 5 0 506k 381 1.83
1960 44 8 10 28 6 0 5.56 3450 2.02
1964 L5 2 O 2513 © 5e 64 3.21 .43
1962 4515 3 2519 0 5.72 3e2h 2.48
1963 46 0 10 71 14 0O 5.76 8,96 =320
1964 46 010 = = = 5.76 - -

(a) Sellers are liable for agreed rates of freight and
insurance and buyers for any additional charges.

(b) coiefs U.K. ex=duty

Source: Snape, R.H. ops, cit. and Czarnikow Sugar Reviews,
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LPPENDIX &4

(1) The World Sugar Economy in Figures. Conmodity Reference
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(13)
(14)

(15)

(16)

(17)
(18)

Avv, Domenico Borasio, Review of the Economic Conditions
in Italy. Banco Di Roma, Vol. XVIII, No. 5, pp.339-34l, 1963,

The Commonwealth Sugar Agreement. Published by The
Commonwealth Sugar Exporters;40 Norfolk Street, London, 1962. -

See D.H. Joss, Sugar., (Purchasing Officers’ Association -
Course for Buyers in the Food Manufacturing Industry,
Mimeographed Notes, February, 1961.)

N.Z. Department of Industries and Commerce,
Annual Repor‘b, 19589 pm57@

Christchurch Press, 29 January 1964,

Ezekial, Mordecai, "The Cobweb Theorem" reprinted in
American Economic Association,

Readings in Business Cycle Theory (The Blackiston Company,
Philadelphia, 1944) pe&26.
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