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EXECUTIVE SUMMARY
The objective of this study is to provide an assessment of the views in the U.S. Congress
about the Free Trade Area of the Americas (FTAA) and how the Brazil-U.S. trade agenda
fits into the FTAA discussions within the U.S. Congress.
The study is divided into two parts. Part I provides an overview of the current level of
understanding within the U.S. Congress about the FTAA and the key issues that may
drive the discussions. Part II tries to quantify the political and economic strength of
seven sectors of the U.S. economy that are protected by tariff and non-tariff barriers to
Brazilian exports. These are: steel, footwear, orange juice concentrate, tobacco, sugar,
corn (ethanol), and poultry.
Unlike Brazil, in the United States, the Congress plays an active role in the development
of trade policy. The U.S. Congress has constitutional authority over formulating
international economic policy and regulating international trade. Within the House of
Representatives, jurisdiction over trade legislation lies in the Committee on Ways and
Means. Within the Senate, the jurisdiction over trade legislation lies in the Finance
Committee.
Two sets of interviews were developed for Part I of the study: random phone interviews
with 30 Congressional Representatives’ offices and in-depth interviews with members of
6 selected committees and sub-committees (trade, international relations, and
agriculture).
•

Trade with Latin America is a priority, but little understanding about Mercosul

Among the more relevant results, 43 percent of the randomly selected members of
Congress rank Latin America ahead of Europe when it comes to the region’s importance
in terms of trade with the United States. But the degree of knowledge about the region is
quite low. Few know about Mercosul, but those who are familiar with the customs union
have a positive opinion about it. And when asked about who has lower tariffs, Brazil or
the United States, 63 percent responded “the United States”. Thirty (30) percent said
“Brazil”. Members of Congress administered the in-depth interview didn’t fare better
about their knowledge about Mercosul than members of committees and sub-committees
not directly involved in trade negotiations.
•

Labor and environment key issue in trade debate

From the long interviews it was concluded that the arguments within Congress in favor or
against trade are framed in simple terms. They include philosophical views on trade,
the importance of exports, local constituencies, the benefits of fair and free trade,
and labor and environment. These will be the primary issues driving the trade debate in
Congress.
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•

Reciprocity within the FTAA debate is a natural development of the negotiations

Congressional members look at the necessary give and take between Brazil and the
United States during the FTAA negotiations as a natural development. As long as there
are benefits to the U.S. as a whole and to a fair number of individual states, there is room
for negotiations and reciprocity within the FTAA.
•

Give and take within the agricultural sector

A number of respondents to the in-depth interview stressed the importance of local
constituencies to the trade debate, with emphasis on agricultural interests. The
agricultural community has traditionally supported free trade in a conscious effort to
develop new markets abroad for their products. Its support will be key in the FTAA
process. Nevertheless, selected agricultural products still benefit from tariff and nontariff barriers to imports and the sector as a whole receives sizable sums of money from
the U.S. government. Given Brazil’s export portfolio, which includes a series of
agricultural commodities, it is highly unlikely that the U.S. farm community will agree to
open its market to Brazilian exports without reciprocity in the same sector. Agricultural
support programs will be reviewed under the 2002 Farm Act (discussions will start late
2001).
•
•

FTAA not yet on the U.S. Congress’ agenda
Tendency toward including labor and environment as side agreements

In the Congress, the Free Trade Area of the Americas (FTAA) and Fast Track are not yet
on the immediate agenda. There are some initial discussions within the trade
subcommittees in the House and Senate, however Congress will wait for direction from
the Bush Administration. Discussions on labor and environment, key issues discussed in
the context of trade agreements, are not yet on the agenda either. Nevertheless, it is
likely that Republicans and Democrats will find common ground on the issue, with a
tendency towards excluding labor and environmental issues from the main agreement,
while seeking to include them as side agreements.
It is still unclear at this moment when the Bush Administration will call for Fast Track
negotiating authority. The general view in Congress is that the call will come later rather
than sooner, as there are a number of domestic priorities on Bush’s legislative agenda. In
addition, Bush may not want to spend his limited political capital early in his tenure on
trade. Nevertheless, the April Summit of the Americas in Quebec may force the Bush
Administration to at least begin discussions on Fast Track in March. Part of the strategy
could include changing the name from Fast Track to Trade Promotion Authority and
giving Congress the opportunity for a review by including a mid-term vote.
•

Product Matrix shows political and economic strength of 7 sectors

Due to the influence of local constituencies, mainly in the House of Representatives, the
project covered seven sectors of interest to Brazil. For each it determined the economic
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importance, recent legislative history, past votes on trade bills by legislators from key
states, and campaign contributions by the largest corporations. Based on the research, a
product matrix was developed summarizing data on the following variables: revenues of
an industry, largest producing states, level of employment, level of activity in Congress
of each sector, the position on free trade by House and Senate members from those states,
the value of campaign contributions by special interests, how effectively interest groups
spread campaign contributions at the local level, and the cost of a program to tax payers.
The eight variables described above provided the basis for an assessment of the economic
and political strength of a sector or industry. Based on the product matrix, sectors were
ranked by their relative strength (1 – strongest and 4 - weakest). The ranking and
detailed information provided by each product chapter helped evaluate how effectively a
sector will protect its interests in the U.S. Congress during the FTAA negotiations.
•

Steel industry and corn (ethanol) strongest sectors, sugar ranked second

Steel and corn (ethanol) ranked strongest (1), mostly due to their high revenues, high
level of activity within Congress, and high dollar value of campaign contributions. Sugar
ranked 2, due to its high level of activity within Congress and high dollar value of its
campaign contributions. Tobacco and poultry ranked 3. Tobacco due to its extremely
high campaign contributions and strong contributions at the local level and poultry due to
its high revenue, high dollar value of campaign contributions, and strong contributions at
the local level. Orange juice and footwear ranked weakest (4) due to their relatively low
revenue, low level of activity within Congress, low level of contributions, and weak
contributions at the local level. Besides, the orange juice concentrate industry is
restricted to only one state.
•

Sectors contribute millions of dollars to campaign contributions

Campaign contributions, from Political Action Committees (PACs) to soft money
contributions play a major role in U.S. politics. The sectors covered by this study are
major campaign contributors. For instance, the tobacco industry contributed $37.9
million between 1990 and 2000, the sugar industry $15.0 million, the corn industry $10.0
million, and the steel industry $8.7 million.
For each product, the study also analyzed the trade vote record of Senators from the
leading producing states, and of House Members representing the leading producing
districts in those states. The study focused on four recent trade bills: China PNTR,
Africa/CBI, Fast Track, and NAFTA.
•

Senators have a stronger pro-trade record

Senators from corn, orange, steel, and sugar states voted in favor of free trade in 4 out of
4 or 3 out of 4 (sugar) of the above-mentioned trade votes, despite the potential threat to
the orange juice and steel industries of NAFTA and Africa/CBI, respectively. Senators
from tobacco and poultry states voted in favor of free trade in 2 out of 4 trade votes (both
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supported China PNTR and Fast Track). Due to a different methodology for the footwear
industry, the analysis did not include footwear data.
•

House Members are less supportive of free trade

House Members of states and districts covered by the study have been less supportive of
free trade. Only Members from corn and orange states voted in favor of free trade in 4
out of 4 votes. Members from sugar states split 50/50, supporting China PNTR and
Africa/CBI, members from poultry states voted against China PNTR and Fast Track but
supported NAFTA, and members from steel and tobacco states voted against free trade in
3 out of 4 and 4 out of 4 trade votes, respectively. Due to a different methodology for the
footwear industry, the analysis did not include footwear data.
In summary, it is observed that Senate and House Members from corn and orange states
are pro-trade. Senators and House Members from sugar states have a mixed record
tending toward free trade. Senators and House members voted against NAFTA, and
House Members against Fast Track. Senators from steel states are pro-trade, but House
members are protectionists. The same applies to Congressional Members from tobacco
states. Senators and House Members from poultry states have opposing views on trade
(when Senators vote in favor of a bill, House members vote against, and vice versa).
Overall, Senators included in the study are more inclined toward free trade, while House
Members are more inclined toward taking a protectionist stance.
•

Republicans are stronger supporters of free trade than Democrats

Other data indicated that Democrats are less supportive of free trade and more selective
when it comes to a vote on trade bills, while Republicans are stronger free traders and
have a more cohesive position on trade. This concept was tested to individual sectors and
it was concluded that it applies to some but not all of the sectors. For instance, the Senate
roster for steel includes more Republicans and the House roster more Democrats. The
Senate Republicans voted in favor of the trade bills while the House Democrats against
them. This is also the case for tobacco, corn and orange. The House tobacco roster is
formed by a majority of Democrats who voted against the four trade bills. On the other
hand, the House corn and orange rosters, formed by a majority of Republicans, voted in
favor of all trade bills. But the “rule” does not fully apply, for instance, to the tobacco
and corn Senate rosters, and the poultry House roster.
In summary, legislators take into consideration a number of factors when voting on a
trade bill, including opposing views by constituencies, labor and environmental concerns,
party line, and philosophical approach to trade. However, the following general rules
apply to this study: (1) Senators are more pro-trade than House Members and (2)
Republicans in both Houses are stronger trade advocates than Democrats. It is therefore
concluded that sectors will have a better chance of successfully lobbying House members
(Democrats more than Republicans) to support protectionist measures. Steel (ranked 1)
has a good grip on House Members, as well as the corn industry (ranked 1). To a lesser
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extent, so do sugar (ranked 2) and tobacco (ranked 3). Orange juice (ranked 4) has a less
successful record with House members.
It is therefore concluded that the stronger the sector the likelier it is that it will
successfully lobby members of Congress to support protectionist measures. House
Members are more prone to support those views, particularly House Democrats. As
legislators take into consideration a number of factors to form an opinion about free
trade, sectors ranked 1 and 2 have a greater chance to influence legislators. Sectors
ranked 3 and 4 are at a relative disadvantage.
•

U.S. Congress has been prolific when it comes to support sectors through trade
policy

The U.S. Congress takes an active role in helping shape U.S. trade policy, but as this
study shows, the relationship between Congress and the Administration is often quite
antagonistic. For example, the Clinton Administration opposed certain legislation
introduced by the Steel Caucus and was reluctant to use the Export Enhancement
Program. Occasionally, the Administration caved in (as when it approved a $1.0 billion
loan guarantee program for the steel industry), other times it did not bow to Congress’
pressure.
Congress is prolific when it comes to proposing trade policy aimed at helping a specific
sector. It has, however, taken a lesser role when it comes to the negotiation of broad
trade agreements. These initiatives are spearheaded by the USTR, and consultations and
hearings are mostly restricted to the trade subcommittees in both Houses. Congress as a
whole only engages in the discussions when a plenary vote nears.
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Introduction
The objective of this study is to provide an assessment of the views in the U.S. Congress
about the Free Trade Area of the Americas (FTAA) and how the Brazil-U.S. trade agenda
fits into the FTAA discussions within the U.S. Congress.
The study is divided into two parts. Part I provides an overview of the current level of
understanding within the U.S. Congress about the FTAA and the key issues that may
drive the discussions. Two types of interviews were developed: in-depth and knowledge
interviews. The in-depth interviews are one-on-one discussions with international trade
staffers of selected Committees to establish the views of members of Congress who are
likely to be familiar with the FTAA. The knowledge interviews were conducted over the
phone with randomly selected members of Congress and their staffers to provide an
overall sense of the level of understanding of issues related to the FTAA and the trade
relationship between Brazil and the United States.
Part II of the project tries to quantify the political and economic strength of seven sectors
of the U.S. economy that are protected by tariff and non-tariff barriers to Brazilian
exports. These are: steel, footwear, orange juice concentrate, tobacco, sugar, corn
(ethanol), and poultry. For each sector the study provides an economic overview,
legislative overview, campaign and lobbying contributions overview, and US trade
overview. By comparing sectors in those four areas the study attempts to provide an
assessment of the relative strength of the domestic industry in Congress and its
effectiveness lobbying for continued protection under the FTAA. A product matrix
summarizes all relevant information.
Methodology
Part I
Objective: To obtain the views held by members of Congress about the FTAA, trade, and
Mercosul.
Two sets of interviews were deployed: in-depth and knowledge interviews.
In-depth interviews: These interviews targeted members of Congress that follow trade
issues and have a more sophisticated understanding about international trade and its
implications. The in-depth interviews were conducted between November 2000 and
January 2001 and were restricted to six Committees: House International Relations
Committee, House Subcommittee on International Trade, Senate Foreign Relations
Committee, Senate Sub-Committee on International Trade, and the House and Senate
Agriculture Committees.
The House Committee on International Relations, Senate Committee on Foreign
Relations, and House and Senate Subcommittees on trade were selected due to their
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member’s expected higher interest in and understanding of trade related issues. Due to
the importance of agriculture in the FTAA process, members of the House and Senate
Agriculture Committees were also interviewed.
A total of 27 interviews were conducted. The results were tabulated to allow for a
consistent analysis and final conclusions. This data is confidential and its dissemination
should be limited.
Following is the in-depth questionnaire.
1. How ready is the US Congress to talk about specific bilateral barriers to trade
with Brazil in the context of the FTAA, i.e., reciprocity?
2. What are the driving forces when you vote in favor (against) a trade bill?
3. What are the key issues for your constituents in terms of trade?
4. How will labor and environment be framed in the fast track debate?
5. From the U.S. point of view, do you think that Mercosul and the building block
approach will help or hinder the FTAA process?
Knowledge interviews: These interviews covered the entire Congress, inclusive
members of the six above-mentioned Committees. The intent was to obtain a good sense
of the general level of understanding about the FTAA, related issues, and trade
relationship between Brazil and the United States. Out of a possible 535 members of the
U.S. Congress, respondents were randomly selected from different Committees. An
effort was made to keep a balance between Republicans and Democrats. A total of 30
interviews were conducted between October and November 2000. Most of these answers
were garnered over telephone conversations. Note that most members belong to more
than one committee. The sample is statistically representative of the entire Congress.
The results were tabulated to allow for a consistent analysis and final conclusions.
Combined, the in-depth and knowledge interviews provide a broad and at the same time
targeted view of the issues and concerns that may guide the FTAA discussions in the U.S.
Congress.
Following is the knowledge questionnaire.
1. Do you think that U.S. trade relations with Brazil are good, could be better, or
bad?
2. Do you think the U.S. has higher or lower tariffs than Brazil?
3. Do you think the FTAA is important to the United States?
4. In terms of trade, which regions are more important to the United States? Please
rank: Latin America, Europe, and Africa.
5. Do you think that Mercosul will help or hinder the FTAA?
6. Should labor and environmental concerns be tied to trade agreements or
considered as side agreements?
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Part II
Objective: To quantify the political and economic strength of sectors of the U.S.
economy which receive subsidies and are protected by barriers to trade. Assess the likely
level and effectiveness of opposition to negotiations in the U.S. Congress to lower
barriers in the FTAA context.
The products covered by this study were selected by the project coordinator and were
based on (1) Brazil’s export agenda to the United States, (2) U.S. barriers to Brazilian
exports, and (3) domestic subsidies to products were Brazil has a competitive advantage.
These products are: steel, footwear, sugar, tobacco, corn (ethanol), frozen orange juice
concentrate, and poultry.
Part II is divided into 4 sections: Economic Overview, Legislative Overview, Campaign
Contributions and Lobbying, and US Trade Overview. Each section provides critical
information that combined will allow a meaningful and uniform comparison between
sectors.
Economic Overview
This section provides economic information at the national and state level about a
specific sector or product. Following is a brief description of the methodology for
agricultural and industrial products.
Agricultural Products
Using the most recent available government statistics (United States Department of
Agriculture and State Statistical Offices), the study first determined the five largest states
producing a certain commodity. The next step was to determine the five largest counties
and their respective districts, effectively linking the economy to the political world.
For each state (5 per sector) the economic summary provides such data as cash receipts,
production, acreage harvested, Gross State Product (GSP), and employment. This data
constitutes the basis for determining the importance of a commodity relative to other
commodities.
Industrial Products
Using the most recent government statistics supplemented by trade association data, the
study identified the five largest states hosting a certain industry. As county information
was not readily available, a different approach was utilized to establish the
economic/political link. For steel, the study used the House Steel Caucus. All members
in the Caucus from the five leading states were included in the trade vote analysis. For
footwear, the analysis was based on the trade vote record of House Members who
sponsored a bill supporting the domestic footwear industry.
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For each state, the economic summary provides such data as domestic shipments,
capacity, prices, production, and employment. This data constitutes the basis for
determining the importance of the product relative to the other products covered by the
study.
Legislative Overview
This section provides a thorough overview of the legislative initiatives supporting or
opposing a certain product. The information is laid out in chronological order starting in
1997/98. It describes the legislation, the political context if applicable, the interaction
between the legislative and executive branches, the status of a bill, legislative strategies,
and includes quotes, vote outcomes, the sponsor, and number of co-sponsors. In some
cases, the section provides background information on a certain program, such as the
sugar program.
This information allows for a subjective analysis of the political strength, level of
pressure exerted by a certain industry or group on Congress, and the degree of continuity
of such pressure. It also provides important information on individual legislators who
have opposed or supported certain programs. These should be considered when
evaluating the forces in Congress and possible legislative strategies.
This section also covers the trade vote records of members of the House and Senate as
explained above. The intent of the approach is to verify if there is a link between local
economic interests and trade issues. The study covered four trade votes between 1994
and 2000: North American Free Trade Agreement (NAFTA), Fast Track,
Caribbean/Africa Trade Bill, and China Permanent Normal Trade Relations (PNTR). For
each House Member and Senator a chart lays out the vote record. The following symbols
are used in the charts:
Y
N
N/C
N/S
N/V

Voted in favor of a Bill
Voted against a Bill
Not elected to the Chamber/House
Not elected to the Senate
Did not vote

Charts for each sector are presented at the end of each product-chapter. Each chart
includes data on the PAC contributions received by each legislator in the 1996 and 1998
election cycles.
Based on the vote chart, summary charts (sample below) were constructed for each
sector. The first summarizes data for Senators and the second for House Members. Each
summary chart includes the total number of Republicans and Democrats at each vote,
number of Republicans and Democrats who voted against a trade bill, and the total
number of votes in favor and against a trade bill. Accompanying text provides an
analysis of the trade votes and describes the philosophical approach to trade (free-traders
or protectionists) of the legislators by party. For instance, Representatives are considered
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free traders if they voted pro-trade in 2 out of 3, 3 out of 4, or in all votes while serving (a
minimum of two votes is required). Following is a sample chart:
No
Yes
Not Cast
Democrats (no)
Republicans (no)
Democrats (tot)
Republicans (tot)

PNTR
0
10
0
0
0
5
5

Africa/CBI
1
9
0
1
0
5
5

Fast Track
3
4
3
3
0
4
3

NAFTA
1
4
5
1
0
3
2

The section closes with a brief analysis of the economic impact of the trade bills.
Following is a summary of the four trade bills:
China PNTR
To Authorize Extension of Nondiscriminatory Treatment (Normal Trade Relations
Treatment) to the People’s Republic of China.
HR:
Recorded Vote:
Outcome:

4444
May 24, 2000
Passed

The biggest obstacle to this bill was China’s human rights record. Other problems were
environmental concerns, and China’s military buildup. Before the Bill became law it
went through almost 10 different revisions. The Democrats and Republicans (in general
terms) couldn’t agree on how to deal with China’s human rights record. Representative
Levin (D-MI), Ranking Member of the Trade Subcommittee in the House, wanted to
include language in the Bill addressing the issue but Republicans, the Administration, and
many Democrats fought against this. In the end, an agreement was reached that
addressed the issue. In the House there were 237 votes in favor and 197 against the Bill,
with one member not voting. 164 Republicans voted for it and 57 against compared with
73 Democrats who voted for it and 138 against. The two independent members of
Congress voted against it. In the Senate 8 Republicans and 7 Democrats voted against it
and 2 did not vote.
FAST TRACK
Establishes negotiating objectives for trade agreements between the United States and
foreign countries and renews “fast track” authority for the President, which allows
Congress to adopt or reject a proposed trade agreement, but not to amend it. The
authority would be valid from October 1, 2001 or before October 1, 2005, if certain
conditions are determined to exist by Congress.
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House/Senate #
House Recorded Vote:
Senate Recorded Vote:
Outcome House:
Outcome Senate:

HR2621--S1269
September 25, 1998
November 5, 1997
Failed
Passed

The Administration and the Republican members of House of Representatives were the
most ardent supporters of this Bill. However, labor fought against it, lobbying Congress
very strongly and effectively. Most of labor’s efforts concentrated on the Democratic
members of Congress. Another problem for the passage of this Bill was the
environmental lobby. Environmentalists were opposed to it because of the lack of
environmental controls in other countries. Supporters did not want to add any
environmental or labor restrictions to the actual Bill however most would have supported
side agreements, which is something detractors of the Bill did not agree to.
In the House there were 180 votes for it and 243 against the Bill.
The Senate passed the measure with bipartisan support: 68 in favor and 31 against.
AFRICA/CBI
A bill to authorize a new trade and investment policy for sub-Sahara Africa, expand trade
benefits to the countries in the Caribbean Basin, renew the generalized system of
preferences, and reauthorize the trade adjustment assistance programs.
House/Senate #
House Recorded Vote:
Senate Recorded Vote:
Outcome House:
Outcome Senate:

HR434—Agreed to in Conference (retains same number as
House)
May 18, 2000
May 11, 2000
Passed
Passed

In the Senate there were 96 votes. 77 Senators voted for it and 19 against. 4 did not vote.
In the House of Representatives there were a total of 419 votes. 309 voted for it, 110
voted against it and 16 did not vote.
NAFTA
The North American Free Trade Agreement (NAFTA) is a free trade agreement between
the US, Mexico, and Canada.
The following are some of the goals of this legislation:
•

Eliminate barriers to trade in, and facilitate cross border movement of, goods and
services between the territories of the US, Canada and Mexico;
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•
•
•
•
•

Promote conditions of fair competition in the free trade area;
Increase substantially investment opportunities in their territories;
Provide adequate and effective protection and enforcement of intellectual property
rights in each Party’s territory;
Create effective procedures for the implementation and application of this
Agreement, and for its joint administration and the resolution of disputes; and
Establish a framework for furthering trilateral, regional and multilateral cooperation
to expand and enhance the benefits of this Agreement.

House/Senate #
House Recorded Vote:
Senate Recorded Vote:
Outcome House:
Outcome Senate:

HR3450/Agreed to in Conference (retains same number as
House)
November 17, 1993
November 20, 1993
Passed
Passed

Campaign Contributions and Lobbying
Objective: Determine the relative political strength of a sector based on its campaign
contributions.
This section is divided into campaign contributions, Political Action Committee (PAC)
contributions, and prominent lobbying firms.
Campaign Contributions
Provides a brief summary of the amount of money contributed by the industry over the
last ten years. The amount includes soft money contributions to parties, PAC money, and
individual contributions of $200 or more. The analysis includes information about the
percent contributions to Democrats and Republicans between 1990 and 2000. A more
detailed analysis is provided for the 1996 and 1998 election cycles. Tables list data on
average contributions to House and Senate members from both parties and number of
recipients.
The section also provides information on the largest contributors in the 1996 and 1998
election cycles, including the total amount and percent contribution to Democrats and
Republicans.
PAC Contributions
Provides information on PAC contributions by key companies to members of Congress
included in the study. For certain sectors, this section also lists the 20 largest recipients
of PAC contributions from an industry.
At the end of each product chapter two tables provide the dollar amount of PAC
contributions during the 1996 and 1998 election cycles to all members of Congress
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included in this study. The table also includes the trade vote record for each of the 4
votes considered by this study.
Prominent Lobbying Firms
Provides a list of some of the most prominent lobbying firms hired by a specific sector.
US Trade Overview
Objective: To help frame the study in terms of US trade patterns.
This section looks at recent U.S. trade figures.
Conclusions
Each product chapter ends with general conclusions, which include conclusions for all
the sections described above. The second to last paragraph summarizes the most relevant
information, and the last paragraph provides considerations about the relative strength of
a sector during expected FTAA discussions in Congress.
Product Matrix
Objective: Summarize the most relevant information about the seven products covered
by the study.
Based on the data compiled for each sector and subsequent analysis, a product matrix was
constructed. The matrix includes information on 7 variables: revenues, main states,
employment, activity level in Congress, position on free trade, campaign contributions,
contributions at the local level, and cost to taxpayer of support programs. Based on this
information sectors were ranked in terms of political and economic strength.
Definitions
Following is a brief description of the Federal Election Commission (FEC) regulations
for contributions to support candidates for federal offices, and background information on
Political Action Committees (PACs) and soft money contributions.
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Table 1: Contribution Limits Chart
To a
To a national
candidate or party
canditate
committee
committee
per calendar
per election
year
Individual
may give:
$1,000
$20,000
Multicandidate
committee**
may give:
Other
political
committee
may give:

To a any other
political
committee per
calendar year*

Total per
calendar year

$5,000

$25,000

$5,000

15,000

$5,000

No limit

$1,000

$20,000

$5,000

No limit

*Exception: I f a contributor gives to a committee knowing that a substantial portion of the contribution will be used to
support a particular candidate, then the contribution counts against the donor’s limit for that candidate (first column on the
chart).
**A multi-candidate committee is a political committee with more than 50 contributors which has been registered for at least
6 months and, with the exception of state party committees, has made contributions to 5 or more candidates for federal office.

Political Action Committee (PAC)
Political Action Committee (PAC) — A popular term for a political committee organized
for the purpose of raising and spending money to elect and defeat candidates. Most
PACs represent business, labor or ideological interests. PACs can give $5,000 to a
candidate committee per election (primary, general or special). They can also give up to
$15,000 annually to any national party committee, and $5,000 annually to any other
PAC. PACs may receive up to $5,000 from any one individual, PAC or party committee
per calendar year. A PAC must register with the FEC within 10 days of its formation,
providing name and address for the PAC, its treasurer and any connected organizations.
Affiliated PACs are treated as one donor for the purpose of contribution limits.
PACs have been around since 1944, when the Congress of Industrial Organizations (CIO)
formed the first one to raise money for the re-election of President Franklin D. Roosevelt.
The PAC's money came from voluntary contributions from union members rather than
union treasuries, so it did not violate the Smith Connally Act of 1943, which forbade
unions from contributing to federal candidates. Although commonly called PACs,
federal election law refers to these accounts as "separate segregated funds" because
money contributed to a PAC is kept in a bank account separate from the general
corporate or union treasury. Many politicians also form Leadership PACs, which are not
technically affiliated with the candidate, as a way of raising money to help fund other
candidates' campaigns. Leadership PACs are often indicative of a politician's aspirations
for leadership positions in Congress or for higher office.
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Soft Money
In the eyes of many observers – and many political practitioners who make use of it – the
principal loophole in the federal campaign spending law is something that has come to be
called "soft money." In the broadest sense, soft money encompasses any contributions
not regulated by federal election laws. The exemption was made to encourage "partybuilding" activities, which benefit the political parties in general, but not specific
candidates. In reality, though, the loophole has emerged as the parties' primary means of
raising tens of millions of dollars from wealthy contributors during the fall presidential
campaigns, when direct contributions to candidates are prohibited. They are also used to
support congressional candidates in key battleground states during off-year elections.
Technically, soft money contributions are supposed to be used only for state and local
political activities – such as voter registration, get-out-the-vote drives, and bumper
stickers – and for such generic party-building activities as TV ads supporting the
Democratic and Republican platforms, but not naming specific candidates. Typically,
however, the funds pay for much more – including office overhead, the purchase of
expensive computer equipment, and other behind-the-scenes expenses – thus freeing up
other contributions to the party to be used directly to support candidates.
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PART I
Introduction
This section focuses on the views in Congress about the FTAA and level of
understanding about trade and trade related issues. Two types of interviews were
conducted: knowledge and in-depth interviews.
Knowledge Interviews
The knowledge interview is based almost entirely on simple yes/no questions and focused
on the House of Representatives. A total of 30 Members were randomly selected and are
roughly split 50/50 between Republicans and Democrats. A summary of the answers is
provided in table 2.
Analysis
Question 1
Do you think that U.S. trade relations with Brazil are good, could be better, or bad?
A majority (63%) believe that US trade relations with Brazil could be better than what
they currently are. This indicates that U.S. lawmakers may be aware of some of the trade
problems faced by Brazil in its trade relationship with the United States. It is, however,
more likely, that U.S. lawmakers ignore that Brazil is the U.S.’s 11th largest trading
partner and that it is one of the few countries with which the U.S. maintains a trade
surplus. Only 6 out of 30 think that the trade relationship between both countries is good.
Question 2
Do you think the US has higher or lower tariffs than Brazil?
63% of those interviewed think that the United States has much lower tariffs than Brazil
which could make it potentially more difficult for Congress, based on this sample, to
support a reduction in U.S. tariffs or elimination of support programs. Surprisingly
enough, however, a relatively large number (9 out of 30) think that the United States has
higher tariffs than Brazil. This could be an indication that USTR’s discourse of an
America that is the most open economy of the world with little or no need for further
concessions may be showing initial signs of weakness within Congress. Both answers
show that there is room to educate legislators on the issues affecting Brazil-US trade.
Question 3
Do you think the FTAA process is important to the US?
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An overwhelming majority (93 percent) of those interviewed believe that the FTAA is
important to the United States. With the approval of China PNTR, the U.S. Congress can
now turn its attention to other regions, such as the Western Hemisphere. Nevertheless,
there are competing trade agreements on Congress’ agenda, such as the ongoing
negotiations with Chile and Singapore, approval of the Jordan FTA and bilateral trade
agreement with Vietnam, extension of Normal Trade Relations to Vietnam, and extension
of the Andean Trade Preference Act.
Question 4
In terms of trade, which regions are more important to the US? Please rank.
1. Latin America
2. Europe
3. Africa
43 percent of those interviewed believe that Latin America is more important to the
United States in terms of trade than Europe. 57 percent consider Europe more important.
The difference is quite small, and is a positive indication about the expectations of
members of Congress about the potential of trade with countries in Latin America.
Assuming that most understand the relative economic importance of Brazil in the region,
the answer provides an indirect statement about the importance of Brazil.
Question 5
Do you think that Mercosul will/can help or hinder the FTAA for the US?
22 (73 percent) of those interviewed think that Mercosul helps the FTAA process from
the US point of view. Although there has been occasional negative press about trade
policy disagreements between Brazil and Argentina - which could affect the perception
about the trade bloc - a large number of those interviewed consider the Mercosul
experience a positive one. On the other hand, 16 percent of those interviewed have no
opinion, which normally means that they have no understanding about the issue. This is
a sizeable figure, and highlights the need to better educate members of Congress about
Mercosul.
Question 6
Should labor and environmental concerns be tied to trade agreements or considered as
side agreements?
66 percent of those who answered this questionnaire believe that labor and environmental
issues should be dealt with as side agreements and not tied to a trade agreement. Most of
the 16 Republicans surveyed opted for side agreements, but 6 Democrats joined the
Republicans. Since NAFTA, the relation between trade and labor and environmental
issues has become one of the most contentious issues in Congress. Therefore, the mere
fact that 66 percent favor side agreements is a positive indication of how labor and
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environmental issues may be tackled by the upcoming Congress. Some of the reasons for
such a position include: it could be easier for “unencumbered” legislation to pass through
the Republican-controlled House and Senate; the belief of trade purists that
environmental and labor issues should be dealt with through other fora, and the NAFTA
experience.
Overall, most of those interviewed had little in-depth knowledge about the relationship
between Brazil and the United States, especially about trade. However, Brazil is
recognized as an influential trade partner of the United States in Latin America. Table 2
provides a summary of the answers to the questionnaire and table 3 the individual
answers. All responses are confidential and for CEBRI’s private consideration only.
Table 2: Summary Data of the Knowledge Questionnaire
QUESTION
#
ANSWER
Do you think US trade relations
6
Good
with
19
Could be better
Brazil are good, could be better
3
Don’t know
or bad?
2
Bad
Do you think the US has higher
9
Higher
or lower tariffs than Brazil?
19
Lower
2
Don’t know
Do you think the FTAA process
28
Yes
is important for the US?
2
No
In terms of trade, which regions
are more important to the US?
Please rank
1. Latin America
2. Europe
3. Africa
Do you think that Mercosul
will/can help or hinder the
FTAA for the US?

13

22
3
5

Help
Hinder
Don’t know

Should labor and environmental
concerns be tied to trade
agreements or considered as side
agreements?

20
10

Side Agreements
Tied

17

Latin America,
Europe, Africa
Europe, Latin
America, Africa
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Tab. 3: Individual Answers to the Knowledge Interview
PREFIX NAME

STATE PARTY COMMITTEE

Q1

Q2

Q3

Q4

Q5

Sen
Sen

Lincoln Chafee
Frank Murkowski

RI
AK

R
R

Senate Foreign Relations
Senate Subcommittee on Trade

Better
Better

Lower
Lower

Yes
Yes

1,2,3
2,1,3

Help
Help

Rep
Rep

Sander Levin
Gary Ackerman

MI
NY

D
D

House Subcommittee on Trade
House International Relations

Bad
Bad

Lower
Lower

Yes
Yes

2,1,3
2,1,3

Help
Help

Rep
Rep

Henry Bonilla
Vic Snyder

TX
AR

R
D

House Appropriations
House Armed Services Committee

Better
Better

Lower
Lower

Yes
Yes

1,2,3
2,1,3

Help
Don't know

Rep
Rep

Bob Ney
Ken Bentsen

OH
TX

R
D

House Banking & Financial Services
House Budget

Better
Good

Don't know
Lower

Yes
Yes

1,2,3
1,2,3

Help
Help

Rep
Rep

Dianna Degette
Lindsey Graham

CO
SC

D
R

House Commerce
House Education and the Workforce

Better
Better

Lower
Lower

Yes
Yes

1,2,3
2,1,3

Don't know
Hinder

Rep
Rep

John Mica
Howard Coble

FL
NC

R
R

House Government Reform
House Judiciary

Good
Good

Lower
Lower

Yes
Yes

2,1,3
1,2,3

Help
Hinder

Rep
Rep

Jay Inslee
David Drier

WA
CA

D
R

House Resources
House Rules

Don't Know
Better

Lower
Higher

Yes
Yes

2,1,3
1,2,3

Help
Help

Rep
Rep

Eddie Johnson
Larry Combest

TX
TX

D
R

House Science
House Small Business

Good
Better

Lower
Higher

No
Yes

2,1,3
2,1,3

Don't know
Help

Rep
Rep

Max Sandlin
Nathan Deal

TX
GA

D
R

House Transportation and Infrastructure Better
House Commerce
Better

Higher
Higher

Yes
Yes

1,2,3
1,2,3

Help
Help

Rep
Rep

Thomas Ewing
Joel Heffley

IL
CO

R
R

House Transportation and Infrastructure Better
House Standards of Official Conduct
Better

Higher
Lower

Yes
No

2,1,3
2,1,3

Help
Help

Rep
Rep

Dennis Moore
Buck McKeon

KS
CA

D
R

House Small Business
House Veterans Affairs

Better
Better

Lower
Lower

Yes
Yes

1,2,3
1,2,3

Help
Don't know

Rep
Rep

Richard Neal
Shelley Berkley

MA
NV

D
D

House Ways and Means
House Veterans Affairs

Better
Don't Know

Lower
Don't know

Yes
Yes

1,2,3
2,1,3

Help
Hinder

Rep
Rep

Marion Berry
Bob Clement

AK
TN

D
D

House Transportation and Infrastructure Better
House Budget Committee
Better

Higher
Higher

Yes
Yes

2,1,3
2,1,3

Help
Help

Rep
Rep

Mary Bono
Michel Castle

CA
DE

R
R

House Armed Services Committee
Better
House Perm. Sel. Committee on Intellig. Good

Lower
Higher

Yes
Yes

2,1,3
2,1,3

Help
Help

Rep
Rep

Nancy Pelosi
Heather Wilson

CA
NM

D
R

House Perm. Sel. Committee on Intellig. Don't Know
House Commerce
Good

Lower
Higher

Yes
Yes

2,1,3
1,2,3

Don't know
Help
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Q6
Side Agreements
Side Agreements
Tied
Side Agreements
Side Agreements
Side Agreements
Tied
Side Agreements
Side Agreements
Tied
Side Agreements
Tied
Side Agreements
Side Agreements
Tied
Side Agreements
Tied
Side Agreements
Side Agreements
Side Agreements
Side Agreements
Side Agreements
Tied
Tied
Tied
Side Agreements
Side Agreements
Side Agreements
Tied
Side Agreements

In-Depth Interviews
The in-depth questionnaire was administered to 27 trade staffers of members of Congress
from selected committees. These are: House International Relations Committee, House
Ways and Means Sub-Committee on Trade, House Agriculture Committee, Senate
Foreign Relations Committee, Senate Finance Sub-Committee on Trade, and Senate
Agriculture Committee. The interviews took place between November 2000 and January
2001.
Analysis
The in-depth questionnaire consists of the 5 questions listed below.
1. How ready is the US Congress to talk about specific bilateral barriers to trade with
Brazil in the context of the FTAA, i.e., reciprocity?
2. What are the driving forces when you vote in favor (against) a trade bill?
3. What are the key issues for your constituents in terms of trade?
4. How will labor and environment be framed in the fast track debate?
5. From the U.S. point of view, do you think that Mercosul and the building block
approach will help or hinder the FTAA process?
Question 1
Yes
19
No
2
No comment 6
Of the 27 respondents, 19 or 70 percent think that the U.S. Congress is ready to negotiate
with Brazil in the context of the FTAA. Those who are more pragmatic argue that there
is a clear understanding about the give and take of a trade negotiation. Others point out
to certain sectors that may be off limits, such as steel. Many set the FTAA in terms of the
globalization process and point out to the benefits of free trade. The importance of fast
track was also mentioned, because if approved, it would reduce the power of specific
interest groups making the process easier. Also worth mentioning are the upcoming
discussions of the 2002 Farm Bill. As Brazil is a strong agribusiness exporter, it should
monitor developments of the Farm Bill, which will include discussions about many of the
programs Brazil would like to see discontinued. Discussions of the bill are likely to start
late 2001.
Question 2
Free trade
Exports
Labor/Env.
No answer
Ag.
1

10
6
4
6
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Ten (30 percent) out of the 27 respondents take a philosophical approach to trade and
consider themselves free traders. Out of the ten, 8 are Republicans. Six respondents took
a more pragmatic approach and focus at the benefits of increased exports. Out of the six,
three are Democrats. Four respondents placed labor and environmental issues on top of
the agenda when voting on a trade bill. A reduced number of respondents provided 2
answers to the question, such as exports and local issues. Overall, the answers show a
strong belief in free trade and more importantly, fair trade, as well as an understanding of
the importance of expanding export markets for U.S. products.
Question 3
Free trade
Exports
Local
Labor/Env.
No answer

8
5
9
3
2

When asked about how constituents view trade and what are the most important issues, 9
respondents (33 percent) listed the most important economic interests of their district or
state, concentrated in the agriculture, pharmaceutical, and technology sectors. Eight
respondents said that local constituencies are in favor of free trade and five respondents
affirmed that constituents are looking for export opportunities. Only three respondents
mentioned the labor and environmental concerns of their constituencies. Although
common wisdom dictates that trade issues don’t interest local constituencies, respondents
were quite knowledgeable about which constituencies would be impacted by trade
agreements and their views on trade. 48 percent of the respondents consider that their
constituents value the benefits of free trade and expanded export opportunities. Some
respondents provided more than one answer.
Question 4
Side Agr.
Not tied
Tied
No Answer

5
5
5
12

Although the group of respondents is formed by a larger number of Republicans (16),
only five respondents (all Republicans) asserted that labor and environmental standards
should not be linked to Fast Track or the FTAA. Another 5 opted for side agreements
following the NAFTA model. Out of the 5 “tied” answers four were provided by
Democrats. 44 percent of the respondents have not yet a firm opinion on how both issues
should be dealt with. This larger group of undecided legislators will likely tip the balance
one way or the other, towards a middle ground that Congress may live with. Few raised
the Jordan FTA, and those who did, think that the model will not survive the Bush
Administration. In separate conversations, some raised a Chile-US FTA as a possible
future model, while others mentioned the Chile-Canada FTA.
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Question 5
Help
Hinder
Indifferent
No opinion

10
2
2
13

Ten respondents have a positive view about Mercosul (37 percent) and only two
respondents think that Mercosul will hinder the FTAA process. Another two are
indifferent about the agreement. But 48 percent of the respondents have no opinion about
Mercosul, mostly because of lack of knowledge. More specific considerations included
the view that Mercosul provides an incentive for the FTAA as US exports are at a
disadvantage and that the negotiations between Mercosul and the EU are not an incentive
for US trade policy toward the region. Although many view Mercosul as a positive and
constructive development, almost half of the respondents have no knowledge about
Mercosul. It should be stressed that respondents are among those committees that require
some understanding about international trade, such as the trade Subcommittees in the
House and Senate and the International Relations Committees in both Houses.
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Individual Answers to the In-Depth Interview
Rep. Jim Kolbe (R-AZ)

House Appropriations Committee

1. Congress must be ready. Some votes may be lost, for instance, Florida, but it is a
question of votes.
2. No answer.
3. No answer.
4. They should be considered outside the trade framework. Side agreement such as the
one in NAFTA could work.
5. Will hinder.
Obs. FTAA is not on the agenda of Congress. The presidential race will be key to define
the timing of fast track and the FTAA. If Bush wins, fast track may be discussed as early
as this year. FTAA is tied to fast track.
Rep. Ros-Lehtinen (R-FL) House International Relations Committee
1. The FTAA is on the agenda. People talk about it in the context of globalization.
2. No answer.
3. Local issues will be key (globalization debate takes back seat). Intellectual positioning
of legislators also plays an important role.
4. Fast track should not be linked with labor and environmental issues. Fast track will not
pass. Thinks FTAA without Fast Track OK.
5. Views Mercosul in a good light, but is somewhat unstable due to Brazil/Argentina
trade disputes.
Rep. Robert Menendez (D-NJ)

House International Relations Committee

1. Yes, as long as negotiations result in fair trade.
2. Trade agreements must open markets to US exports.
3. Constituents value fair trade.
4. Labor and environment will come up. Some people say that there will be no need for
fast track, which is a problem. How labor and environment will be negotiated depends in
great measure on who will be the next president.
5. No opinion.
Rep. Mark Samford (R-SC)

House International Relations Committee

1. There is no talk about FTAA in Congress.
2. Is a free trader.
3. The key issue is fast track. Constituents are not very much involved in trade
agreements.
4. Labor and environmental issues should be dealt with by each country. Side agreement.
5. Has not heard about Mercosul.
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Rep. Kevin Brady (R-TX)

House International Relations Committee

1. The goal is to break as many trade barriers as possible.
2. Open markets.
3. For constituents the key issue is to open markets to exports. These include agriculture
products and issues related to genetically modified seeds. We also have strong oil
interests. Not concerned with labor and environmental issues.
4. The Democrats will call for labor and environmental provisions. We will follow the
guidelines established by Pres. Bush.
5. Have no opinion on Mercosul.
Representative Gary Ackerman (D-NY) House International Relations Committee
1. The US is ready to negotiate
2. Labor and environment.
3. They are split.
4. There will again be great concerns about labor and environment. It will be very
difficult to pass legislation without a labor component.
5. It will help the process
Rep. Philip Crane (R-IL)

House Sub-Committee on Trade

1. US Congress is ready to negotiate. Farm community is supportive of trade
liberalization.
2. No answer.
3. Develop opportunities for US exports, trade liberalization.
4. Republicans and Democrats will move to the middle ground on labor and environment.
5. Mercosul will help. Easier, more coherent to negotiate with a block.
Rep. Wally Herger (R-CA) House Sub-Committee on Trade
1. Don’t know about reciprocity, but it is important to approve Fast Track. Fast Track
makes the process easier as it reduces the power of specific interest groups in Congress.
2. Rep. Herger believes that trade is good. Supports it philosophically. If trade would be
bad, the US would not be were it is today.
3. Strong agricultural interests.
4. Labor and environment endanger the trade process. The WTO meeting in Seattle was
a disaster. However, one cannot completely ignore these issues and NAFTA could be a
model.
5. No opinion on Mercosul.
OBS.: FTAA is important, but is not on the radar screen. It will strongly depend on Pres.
Bush.
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Rep. Amo Houghton (R-NY)

House Sub-Committee on Trade

1. There is not much focus on the FTAA in the US Congress.
2. No answer.
3. Local issues play a key role.
4. Labor and environment should be an integral part of the FTAA agreement. NAFTA
did not work.
5. Mercosul is not on the radar.
Rep. Richard Neal (D-MA)

House Sub-Committee on Trade

1. From the point of view of Rep. Neal reciprocity is fine. But individual interest groups
will fight for maintaining the status quo. There is the perception that the U.S. is the most
open economy of the world and that therefore current measures only ensure a level
playing field. It will be impossible to move on steel, for instance. Need the support of
the ag. community.
2. Cost/benefit analysis for Massachusetts; Will the US as a whole benefit; labor and
environmental standards
3. Split constituency. Part is highly unionized and has strong environmental activists.
The other is represented by high tech and the defense industry.
4. Should be included in the trade agreement.
5. No clear position but leans toward negative. Thinks that trade should aim beyond
regionalism.
Rep. Sander Levin (D-MI) House Sub-Committee on Trade
1. Brazil needs to come to the table and negotiate with an open mind.
2. Labor, environment and human rights concerns.
3. Many of his constituents favor free-trade but there need to be safeguards against US
job losses.
4. It will be difficult to pass fast-track without labor and environmental issues being
strongly considered. He favors these concerns should be tied to fast-track legislation.
5. It will help the process.
Rep. David Phelps (D-FL) House Agriculture Committee
1. US Congress would be more willing to cut deals with Brazil than with China during
the WTO accession negotiations.
3. Help small farmers is top on the agenda. NAFTA hurt US jobs. FTAA is not on the
agenda.
4. Labor and environment must be addressed upfront. NAFTA side agreements are not
enforceable and haven’t accomplished much.
5. Mercosul is not on the agenda.
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Rep. Mike Thompson (D-CA)

House Agriculture Committee

1. Reciprocity will depend in part on the sector. For instance, it will be very hard to get
concessions from the steel (antidumping and countervailing duties) industry.
2. Rep. Mike Thompson is a free trader.
3. Some counties are very liberal. Labor and environment will be key issues.
4. Doesn’t matter how they will be framed, but acceptable labor and environmental
language needs to be considered in the FTAA negotiations.
5. I don’t have enough information to comment.
Rep. Mike Simpson (R-ID) House Agriculture Committee
1. Many may think that they did not get a good deal with NAFTA.
2. Expand trade opportunities but no elaborate answer yet.
3. Strongest constituents are sugar, potatoes, dairy, cattle and wheat. These groups have
concerns about NAFTA, but support expanding export opportunities. Are looking for
free but fair trade.
4. Labor and environment are a concern as they imply in higher costs in the U.S.
5. Doesn’t know.
Rep. Larry Combest (R-TX)

House Agriculture Committee

1. The U.S. is ready to negotiate with any country that is willing to come to the table with
an open mind to negotiate in fair terms.
2. He believes very strongly on free trade and he has a perfect record on the votes we
recorded.
3. His district is one of the 12 most conservative districts in the nation; however he
opposed cutting target prices and ending subsidies in the 1990 farm bill. His constituents
view trade as a positive thing. The most important issue for him is agriculture
particularly as it relates to cotton and wheat.
4. Labor and environmental lobby will again mount a campaign to try to tie them to the
bill, however he believes they should be separate agreements.
5. It will help the process
Sen. Barbara Boxer (D-CA)

Senate Committee on Foreign Relations

1. The general view in Congress is that on balance trade is good for the overall economy.
However, the US government needs to take care of sectors that will be disadvantaged.
USTR’s approach to shift Brazil’s bilateral agenda to Congress and the FTAA is
disingenuous.
2. Free trade creates export opportunities and increases the purchasing power of other
nations.
3. California has a diverse economy and is an export depended state. Strong agriculture
constituency.
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4. No views on how labor and environment should be dealt with within the FTAA. The
Jordan FTA was pushed by the Clinton Administration and could therefore not be used
by the Bush Administration.
5. No answer.
Sen. Bill Frist (R-TN)

Senate Foreign Relations Committee

1. Open to negotiations.
2. The Senator is a supporter of free trade. Voted in favor of China PNTR and
Africa/CBI. Agrees with President Bush’s trade platform.
3. Strong textiles and tobacco constituency. Cotton and soybeans. Overall the Ag sector
is supportive of free trade. Looking for opportunities to export. Management in favor of
free trade and labor unions against.
4. No strong views. Side agreements.
5. Mercosul is a good experience. It would have been stronger with Chile.
Sen. Russ Feingold (D-WI) Senate Foreign Relations Committee
1. Politically, the task to approve fast track or the FTAA is the same as any other trade
agreement. It will be seen as an expansion of NAFTA and you will have the same debate
within Congress. It may even be more of an uphill battle having a Republican as
President.
2. Places strong emphasis on human, labor and environmental issues. Structurally the
agreement should also include good language on dispute settelement.
3. Sector specific: dairy and agricultural products such as corn and soybean.
4. Should be incorporated into the agreement.
5. No perception on Mercosul.
Sen. Robert Torricelli (D-NJ)

Senate Foreign Relations Committee

1. No comment.
2. Is pro trade and pro Latin America. Not much engaged yet but will be supportive of
FTAA.
3. Constituents view labor and environment as important issues. There is also pressure
from pharmaceutical groups (IPR), financial services and high tech.
4. Not settled on mechanism for labor and environment. The Senator voted against
NAFTA due to labor and environment.
5. The Senator has not expressed an opinion on Mercosul.
Senator Frank Murkowski (R-AK)

Senate Sub-Committee on Trade

1. The US is ready to negotiate but there needs to be a good understanding of where each
country is coming from
2. He believes very strongly on free trade and he has an almost perfect record on the
votes we recorded.
3. The majority is supportive of free trade.
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4. The issues of labor and the environment will come up again and again so the business
sector and those who are pro-trade have to meet with members who have a problem with
it and convince them this is in the best interest of the US.
5. It will help the process
Senator Lincoln Chafee (R-RI)
1.
2.
3.
4.
5.

Senate Sub-Committee on Trade

The US is working towards it.
He is a firm believer in free-trade.
The majority are supportive of free trade and believe its important to their state.
Hopefully as side agreements.
It will help the process

Sen. Phil Gramm (R-TX)

Senate Sub-Committee on Trade

1. Perhaps Congress is not ready, but key in the negotiation process will be the
Administration.
2. The Senator is philosophically pro-trade. He favors opening new export markets and
understands the benefits of increased and cheaper imports. He was a strong proponent of
NAFTA.
3. No specifics except immigration, which has no bearing in the FTAA. Overall, Texans
think that trade is good.
4. Labor and environment are serious issues. Any agreement would hopefully equate
standards over time. No opinion on how it should be dealt with.
5. Not familiar.
Sen. Charles Grassley (R-IA)
the Finance Committee)

Senate Sub-Committee on Trade (New Chairman of

1. The U.S. understands that trade negotiations entail reciprocity and is ready to negotiate
a comprehensive agreement.
2. Market access, reduce domestic and export subsidies.
3. Constituency is trade oriented. The agricultural community understands the
importance of exports.
4. It is too early to talk about labor and environment in the context of the FTAA.
5. Negotiations between Mercosul and EU have no impact on the US commitment to
trade in the Americas. There is an increasing understanding in the U.S. about the
importance of trade with Latin America to the U.S. Each country wants to maximize the
benefits of trade.
Sen. Kent Conrad (D-ND) Senate Sub-Committee on Trade
1. There is room for reciprocity, not sure, however, how much room. U.S. is already
open, and where the U.S. is not open there is a strong domestic constituency.
2. Agriculture. Agriculture will also be key in the FTAA negotiations.
3. Labor and environment will be key issues in the FTAA discussions.
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4. NAFTA or the Jordan FTA could be models. Democratic members will not complain
about the Jordan FTA as model, Republicans are more likely.
5. Mercosul could help or hinder. It does not serve as a model. It could spur the FTAA
negotiation, as many U.S. businesses may feel left out of it.
Obs.: The FTAA is not on the minds of legislators. It has been out for so long without
any visible progress. It is not within the timeframe that the US Congress works.
Sen. Richard Lugar (R-IN)

Senate Agriculture Committee

1. The FTAA is gaining momentum again after a period of relative calm since the Miami
Summit. From the Brazilian point of view I would look at the Farm Bill that expires in
2001.
2. No answer.
3. Intellectual property is a key issue (Ely Lilli), as well as high tech (Rolls Royce) and
agricultural products.
4. No answer.
5. There is little good news coming from Mercosul. They need to resolve pending
problems among themselves. On the net, however, I think that the signals are positive
and that Mercosul members are committed to reducing barriers to trade.
Sen. Pat Roberts (R-KS)

Senate Agriculture Committee

1. Product-product agreements are feasible
2. Soundness of argument. Export US values to other countries means more and better
trade. Responsive to constituents’ views. Level playing field.
3. Ag. community is pro-trade. 1 in 4 jobs depend on exports. Strongest constituents are
wheat, corn and aviation. The benefits of trade need to be better communicated.
4. Labor and environment will be a sticking point. Should be dealt with through other
mechanisms.
5. Mercosul is good. US needs to get in it. Concerned with EU/Mercosul negotiations.
Obs.: The 2002 Farm Bill will look at the current agricultural support programs and trade
issues. Hearings will begin during the second semester of this year.
Sen. Blanche Lincoln (D-AR)

Senate Agriculture Committee

1. Looking for trade-offs.
2. Looking for export opportunities. Expanded trade translates into improved living
conditions for all (social and economic well being). The Senators does not focus on one
particular constituency. Also has concerns about labor and environment.
3. Agricultural community is pro-trade. The steel industry also is pro-trade. It argues
that other countries don’t play fairly.
4. No particular views on how labor and environment should be dealt with.
5. Not familiar.
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FTAA Summary
During the months preceding the legal battle to resolve the presidential election result,
there was a consensus in Congress that Bush would press for Fast Track in the first
semester of 2001 should he win the election and both Houses remained under Republican
control. However, due to the increased partisanship that resulted from the legal battle, a
50/50 split Senate and a small Republican majority in the House, there is no consensus
within Congress about the timing of Fast Track and the FTAA. Some are looking at
2002, others consider this long-term approach risky, because of the possibility that
Democrats will gain control of both Houses in the next election. The latter contend that
Fast Track discussions will take place this year, preferably starting before the April
Summit of the Americas in Quebec. Part of the strategy may include changing the name
of Fast Track to Trade Promotion Authority (TPA), or a similar name. In addition,
discussions have focused on procedural changes, such as a mid-term vote (renewal after a
two-year period if TPA is initially approved for four years) and the requirement of a
super majority in the Senate (60 instead of 50) to approve TPA. It is in the hands of the
Bush Administration to push the trade calendar. It is very unlikely that Congress will
take the lead on setting a trade agenda.
The appointment of Sen. Charles Grassley (R-IA) as chair of the Senate Finance
Committee is quite relevant to the FTAA. Sen. Grassley is a free trader and represents
agricultural interests. While Chairman of the Senate Finance Sub-Committee on Trade
he showed a solid interest in the FTAA. As Chairman of the Finance Committee he
effectively will control the trade agenda in the Senate. There are, however, a number of
competing domestic issues on the Finance Committee agenda that will likely take
precedence over trade.
In the House, Rep. Phillip Crane (R-IL) held on to the Chairmanship of the Ways and
Means Trade Subcommittee. A free trader, he will have to take a pragmatic approach to
trade in a committee almost equally divided among the two parties, and overcome
resistance to free trade within the House. However, the recent approval by the House of
China PNTR with a relatively comfortable margin may indicate that a bipartisan majority
may support new trade initiatives.
The new Chair of the Ways and Means Committee is Rep. William Thomas, a
Republican from California. A free trader, he received high scores for his trade votes by
the National Council on Foreign Relations and USA Engage, a broad-based coalition
representing American business and agriculture against unilateral sanctions. He will play
a key role in setting the agenda of the full Committee.
A bipartisan majority will be key to support eventual Fast Track legislation drafted by the
Bush Administration. Fast Track will only survive if Democrats and Republicans find
common ground on labor and environmental issues. Although the Jordan FTA was
considered a model agreement on labor and environment by the Clinton Administration,
it is unlikely that it will find support among the Bush Administration. Therefore, many
are setting their sight on the labor and environmental provisions that will be eventually
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included in the Chile-US FTA. Others point to the Chile-Canada agreement as a
potential model to be followed.
The notion put forward by former USTR Charlene Barshefsky that Fast Track legislation
won’t be required to approve the FTAA finds no common ground in Congress. Some
believe it will be necessary, an express resentment toward the Jordan FTA that was
negotiated with little Congressional input. Others point to China PNTR where the USTR
took the lead and Congress had a key role in the final approval.
The Clinton Administration’s approach to trade, however, has weakened the argument for
Fast Track negotiating authority, as it engaged Congress in major trade initiatives, such
as China PNTR, and moved forward with negotiations on bilateral agreements with
Jordan, Singapore, and more recently Chile. There is already talk within Congress about
a further increase in bilateral trade initiatives, allowing Congress to provide input into the
process as it moves forward. If such an approach would be feasible in a multilateral
approach is not yet being contemplated.
There is, however, one clear message coming from Congress: the FTAA is not yet on the
agenda of the U.S. Congress. Neither is Fast Track nor discussions about how labor and
environment should be addressed in the context of trade agreements. Even members of
the International and Foreign Relations Committees are not yet engaged in trade
discussions, which are restricted at this time to informal conversations within the two
trade sub-committees.
From the interviews it is concluded that overall, there is little understanding about the
complexities of trade issues and the debate will likely be framed in simple terms. Few
people are familiar with the Jordan FTA, for instance, and based on the research, a
sizable number of legislators have no idea about Mercosul. Unless there is a massive
education effort, there is a chance that the FTAA will be made a referendum on NAFTA,
which may pose a threat to the FTAA process in the U.S. Congress.
The chairman (Sen. Grassley) and ranking member (Sen. Baucus) of the Senate Finance
Committee and chairman (Rep. Crane) and Reps. Levin and Rangel of the House Ways
and Means Trade Sub-Committee will have to play a key role in leading the discussions
on trade and preparing the staffers for the debate in Congress.
A number of respondents to the long interview repeatedly raised the views of the local
agricultural interests. The agricultural community has traditionally supported free trade
based on the concept that it needs to find new export markets. Its support will be key in
the FTAA process. On the other hand, selected agricultural products still benefit from
tariff and non-tariff barriers to imports and the sector as a whole receives sizable sums of
money from the U.S. government due to natural disasters and the like. Given Brazil’s
export portfolio, which includes a series of agricultural commodities, it is highly unlikely
that the U.S. farm community will agree to open its market to Brazilian exports without
reciprocity in the same sector. Some of these support programs, however, will be
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reviewed in the 2002 Farm Bill and discussions (which start late 2001) should be
monitored.
Based on the in-depth interviews, the arguments pro or against trade are also framed in
simple terms. They include philosophical views on trade, the importance of exports,
local constituencies, the benefits of fair and free trade, and labor and environment. These
will be the issues driving the trade debate in Congress. And in this context, it seems that
there is an understanding about the trade-offs in trade agreements. As long as there are
benefits to the U.S. as a whole and to individual states, there is room for negotiations and
reciprocity. Individual sectors will lobby against eventual concessions by the United
States. The relative strength of these protected sectors in which Brazil has a competitive
advantage is addressed in PART II of the study.
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PART II
Introduction
This chapter covers seven products that are protected by U.S. tariff and non-tariff barriers
to Brazilian exports: steel, footwear, orange juice concentrate, tobacco, sugar, corn
(ethanol), and poultry. For each product the study establishes the relative economic
relevance and political strength in Congress. At the end of the chapter a matrix lists data
for selected criteria used to rank the relative strength of the products/industries in the
context of future FTAA negotiations in the U.S. Congress.

Sugar
Introduction
This chapter covers the sugar producers (sugar beet and cane sugar). The economic
overview provides crop and economic information on the leading sugar beet and sugar
cane producing states. For each of these states, the leading counties and sugar producing
Congressional districts were determined. The Legislative Overview provides information
about the recent legislative efforts to further protect or eliminate subsidies to the sugar
industry. It is followed by an analysis of the trade vote record of Representatives and
Senators. The Campaign Contributions and Lobbying section provides a brief overview
of the total contributions of the sugar industry between 1990 and 2000 and over the last
two election cycles (1996 and 1998), as well as information on the largest contributors
and key lobbying firms working on behalf of the sugar industry. The chapter closes with
general conclusions.
Economic Overview
Sugar beet
The National Agricultural Statistics Service (NASS) estimated the 2000 sugar beet crop
at 33.3 million tons. Area planted totaled 1.56 million acres in 12 producing states.
Both, sugar beet acreage harvested and production, represent records. The September
1999-July 2000 cumulative extraction of sugar from sliced beets is estimated at 291
pounds per ton. This rate of sugar extraction is about 28 pounds per ton greater than last
year's rate through July and about 11 pounds per ton greater than the average through
July for 1995-1998. Table 4 provides information on the 5 largest sugar beet producing
states.

37

Table 4: Largest sugar producers
State
1999 Area
Harvested
Minnesota
470.0
North Dakota
247.0
Idaho
210.0
California
108.0
Michigan
190.0
Source: NASS

2000 Area
Harvest*
476.0
250.0
211.0
99.0
185.0

Production
(1999)**
9,447
5,138
5,103
3,456
3,534

Production
(2000)**
8,850
5,500
5,655
3,267
3,240

* estimated ** in 1,000 tons

Planted acres have been expanding in some states, such as North Dakota and Nebraska,
while in California, estimated planted acres for 2000 are down nearly 10 percent from
1999. Following is a brief description of the five largest sugar beet producing states.
Minnesota
Minnesota is a major agricultural state ranking 6th in terms of crop cash receipts in the
nation. It ranks 1st in sugar beet production, 2nd in sweet corn and oat production, 3rd in
spring wheat and soybean production, and 4th in corn production.
The 2000 sugar beet crop is estimated at 8.85 million tons, down 6% from 1999. Yield is
estimated at 20.4 tons per acre, up 0.3 tons per acre from last year. The 1999 harvested
area was 470,000 acres. In 1998, sugar beets accounted for 4.9 percent of total
commodity cash receipts, or $375.7 million, ranking 6th after soybeans, dairy, corn, hogs,
and cattle.
According to the American Sugar Beet Grower’s Association (ASGA), over 26,900 jobs
in Minnesota rely on the sugar industry (sugar and corn sweetener industries), of which
over 2,680 are growers. There are four sugar beet processing facilities in Minnesota
(Crookston, Grand Forks and Moorhead owned by American Crystal Sugar Co. and
Renville, owned by the Southern Minnesota Beet Sugar Cooperative).
North Dakota
North Dakota is the second largest producer of sugar beets at 5.1 million tons (1999).
The USDA estimates that sugar beet production will increase to 5.5 million tons in 2000.
Area planted for sugar beets has been increasing since the early 1980’s to 250,000 acres
in 1998. 1998 was also a record high for sugar beet cash receipts at $204.1 million,
accounting for 5.7 percent of total commodity cash receipts. This puts sugar beets at 5th
in terms of cash receipts, after wheat (25.7 percent), cattle (9.9 percent), sunflower (7.4
percent), and soybeans (6.5 percent).
According to the ASGA, 8,000 jobs in North Dakota rely on the sugar industry, of which
over 720 are growers. There are three sugar beet processing facilities in North Dakota:
Drayton and Hillsboro owned by the American Crystal Sugar Co., and Wahpeton, owned
by the Minn-Dak Farmers Cooperative.

38

Idaho
The value of Idaho’s sugar beet production reached a record in 1998 at $219 million (last
available statistics), a 3.7 increase over 1997 production values. The increase is partly
due to the larger crop in 1998 at 5.501 million tons compared to 5.210 million tons in
1997. More recent data show a decline in production to 5.103 million tons in 1999 and a
recovery to 5.655 million tons in 2000.
In terms of 1999 cash receipts sugar beets ranked 6th in Idaho, at $203.6 million. Milk
ranked first at $834 million, followed by cattle at $663 million, potatoes at $638 million,
wheat at $264 million, and hay at $213 million.
The ASGA estimates that the sugar and sweetener industries in Idaho create jobs for over
11,600 people, of which 1,800 are farmers. Sugar beets are the third-largest crop after
potatoes and wheat. There are three sugar beet processing facilities in Idaho - Paul, Twin
Falls, and Nampa - which are owned by the Amalgamated Sugar Company.
California
For more than 50 consecutive years, California has been the number one food and
agricultural producer in the United States. California’s cash farm receipts and income for
1997 totaled a record $26.8 billion, up 6% from 1996, but decreased in 1998 to $25.9
billion. Agriculture continues to be a vital part of California’s future, providing for
nearly 1 in 10 jobs and more than $100 billion in production and related economic
activity. In 1997 and 1998, 10 California counties reached at least $1 billion in annual
production value.
The 2000 sugar beet production is estimated at 3,267,000 tons, down 5% from a year ago.
Harvested acreage for the 2000 crop is estimated at 99,000 acres, down 8% from 1999.
The yield is estimated at 33.0 tons per acre, up 3% from last year. Cash receipts for sugar
beets in 1996 were $95.3 million.
The ASGA estimates that 14,400 jobs in California directly rely on the US sugar and
sweetener industries.
Michigan
In 1999, the Michigan sugar beet crop yielded 3.5 million tons and estimates for 2000 put
it at 3.2 million. Acres planted for sugar beets rose for three consecutive years in
Michigan as it increased 8.5 percent in 1998, to 177,000 acres planted. Harvested
acreage, at 173,000, increased 8 percent from the previous year. The value of the
Michigan sugar beet crop in 1998 was $101.6 million.
Over 23,000 jobs in Michigan rely on the U.S. sweetener industry, according to the
ASGA. Michigan hosts five sugar beet processing facilities in Caro, Carrolton, Croswell,
and Sebewaing (Michigan Sugar Company) and Bay City (Monitor Sugar Company).
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Following is a list with the leading sugar beet producing counties and districts in the five
states listed above.
Table 5: Leading Counties and Districts
State
County
Minnesota
Renville
Minnesota
Clay, Norman, Polk, Wilkin
Idaho
Canyon
Idaho
Bingham, Cassia, Minidoka, Power
North Dakota
California
San Joaquin
California
Merced, Fresno, San Joaquin
California
Fresno
California
Fresno
California
Imperial
Michigan
Gratiot, Saginaw
Michigan
Huron, Norman, Polk, Wilkin

District
2
7
1
2
At Large
11
18
19
20
52
4
5

Cane Sugar
Cane sugar production for FY 2000 is estimated at a record 4.13 million short tons raw
value. The National Agricultural Service (NASS) estimates the U.S. sugarcane for sugar
crop at 33.7 million tons. Area harvested is estimated at 940,000 acres. The four largest
producers of sugar cane are in order: Florida, Louisiana, Texas and Hawaii. Table 6
provides production and area harvested figures for these states.
Table 6: Sugar cane producing states
Area Harvested (1,000 acres)
States/Year
1999
2000
Florida
460
454
Louisiana
465
490
Hawaii
37.3
35.4
Texas
31
47

Production (1,000 tons)
1999
2000*
16,100
15,975
15,206
15,190
2,960
2,726
1,033
1,499

Source: U.S. Department of Agriculture *estimated

Florida
Growers expect to harvest 15,975,000 tons for the 2000-01 crop, a decrease of 125,000
tons from the 1999-00 crop. Producers will harvest 454,000 acres for sugar and seed,
down 6,000 acres from the 460,000 acres harvested last season. Yield is set at 35.2 tons
per acre compared with 35.0 tons per acre for the 1999-00 crop.
The Economic Research Service at the United States Department of Agriculture (USDA),
reports that receipts from Florida agricultural products in 1999 amounted to $7.07 billion.
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This is a 1.5 percent increase from the previous year. Cash receipts from all crops
increased 2.3 percent from 1998, and cash receipts from all livestock and livestock
products decreased by 1.9 percent. Receipts from all crops accounted for 80.7 percent of
all cash receipts.
1999 receipts from field crops amounted to $684.5 million, up 2.5 percent from the
previous year. Sugarcane, with $519.7 million in receipts, had its receipts increase 8.6
percent from 1998 accounting for 76 percent of the field crop receipts and 7.4 percent of
all cash receipts.
Louisiana
In 1999, sugar cane was the number one commodity in Louisiana in terms of cash
receipts ($341.9 million), followed by poultry with $276.8 million, and cotton with
$241.1 million. Louisiana farmers sold $1.85 billion in 1999, and sugar cane accounted
for 19 percent of the total. Cash receipts from sugar cane have been increasing since
1996. In 1998, cash receipts from sugar cane were $303.1 million.
Cane sugar production in Louisiana for FY 2000 is estimated at 1.680 million tons.
NASS estimates sugarcane for sugar at a record 15.1 million tons and area harvested for
sugar at a record 490,000 acres, implying a yield of 32.7 tons per acre.
Table 7 lists the leading sugar cane producing counties and districts in Florida and
Louisiana.
Table 7: Leading sugar cane producing counties and Districts
State
Counties
Florida
Hendry, Glades, Palm Beach
Florida
Palm Beach
Florida
Palm Beach
Florida
Palm Beach, Hendry
Louisiana
Iberia, St. Mary, Assumption

District
16
19
22
23
3

Legislative Overview
The U.S. Sugar Program
The Agriculture and Food Act of 1981 allowed sugar processors to obtain loans from the
U.S. Department of Agriculture's (USDA) Commodity Credit Corporation (CCC) by
pledging their sugar as collateral. The act also gave processors the option to forfeit the
sugar that secures their loans to the federal government rather than repay their loans in
cash, effectively establishing the loan rate as a floor for domestic sugar prices. Since
1990, USDA has used a tariff-rate quota (TRQ) for raw sugar to restrict imports and
maintain domestic prices at levels that are high enough to prevent producers from
forfeiting on their sugar loans. Under the TRQ, imported sugar up to the quota is either
assessed no tariff or a 0.63-cents per pound tariff, while imports above the quota are
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assessed a 15.82-cents per pound tariff, making them prohibitively expensive. In 1994,
the United States agreed to set the TRQ for imported sugar at 1.26 million tons or more
each year and to administer the TRQ in a manner consistent with its commitments under
the World Trade Organization Agreement on Agriculture. USDA normally sets the size
of the TRQ at the beginning of a fiscal year. The U.S. Trade Representative then
allocates shares of it among 40 designated countries on the basis of their exports to the
United States from 1975 through 1981. However, the allocations of the tariff-rate quota,
which have remained substantially unchanged for 17 years, do not reflect many countries'
current capacities to produce and export sugar. In addition, the current allocation process
has resulted in fewer sugar imports than allowed under the tariff-rate quota. From 1996
through 1998, U.S. raw sugar imports averaged about 75,000 tons less annually than the
amount USDA allowed USTR to allocate under the tariff-rate quota (GAO Report).
The Federal Agriculture Improvement and Reform Act of 1996, commonly known as the
1996 Farm Act, modified the sugar program by (1) legislatively establishing USDA's
loan rate at 18 cents per pound for raw cane sugar and 22.9 cents per pound for refined
beet sugar, (2) assessing a 1-cent penalty on each pound of raw cane sugar and a 1.07cent penalty on each pound of refined beet sugar forfeited to the government, (3)
eliminating a requirement that the sugar program operate at no net cost to U.S. taxpayers,
(4) limiting processors' opportunities to forfeit their sugar to the Commodity Credit
Corporation by not allowing such forfeitures if the TRQ is 1.5 million tons or less, (5)
eliminating USDA's authority to impose marketing allotments for sugar, and (6)
increasing the assessment on processors to 0.2475 cents per pound for raw cane sugar and
0.2654 cents per pound for beet sugar.
Legislation
Although the 1996 Farm Act reduced the breadth of the economic supports to the sugar
program, its reach was minimal when compared to other commodities, leaving ample
room for legislative attacks on the program. April 1997, Rep. Dan Miller (R-FL)
introduced a bill to amend the Agricultural Market Transition Act to convert the price
support program for sugarcane and sugar beets into a system of solely recourse loans to
provide for the gradual elimination of the program. The bill was co-sponsored by 60
representatives. The bill did not move forward, and in June, Rep. Dan Miller (R-FL) and
Sen. Charles Schumer (D-NY) co-sponsored an amendment to the Agriculture, Rural
Development, Food and Drug Administration, and Related Agencies Appropriations Act
of 1998. The amendment proposed an incremental change to the sugar program, which
would only affect the non-recourse loan portion of the program going to processors. July
24, 1997 the Miller-Schumer Amendment was defeated in the House Plenary by 175-253.
On June 24, 1998, the House Appropriations Committee heard arguments in favor and
against an amendment to the Agriculture, Rural Development, Food and Drug
Administration, and Related Agencies Appropriations Act of 1999 again sponsored by
Rep. Dan Miller (R-FL) and Sen. Charles Schumer (D-NY). Rep. Gephardt (D-MS),
already minority leader, spoke against the amendment. The amendment called for a 1-
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cent reduction in the loan rate for sugar cane and sugar beet producers. Once again it was
defeated by a large margin, 167 to 258. Following is the text of the amendment:
“Sec. XX. None of the funds made available in this Act may be used to make available or
administer, or to pay the salaries of personnel of the Department of Agriculture who
make available or administer, a loan to a processor of sugarcane or sugar beets during
fiscal year 1999 under section 156 of the Agricultural Market Transition Act (7 U.S.C.
7272) at a loan rate in excess of 17 cents per pound for raw cane sugar and 21.9 cents per
pound for refined beet sugar”.
Some of the more vocal supporters of the sugar program during the 1998 legislature
were:
Rep. Mark Foley (R-FL)
Rep. Barbara Cubin (R-WY)
Rep. Bill Barrett (R-NE)
For all three representatives a direct connection to local interests can be inferred. Rep.
Mark Foley represents Florida’s 16th District, the leading sugar cane producing district in
Florida (see table 7) and the second largest sugar cane producing district in the U.S. Rep.
Barbara Cubin represents the state of Wyoming (At Large). Wyoming is the 9th largest
sugar beet producing state in the U.S. (1999 production) and represents the 6th largest
sugar beet producing District in the U.S. (1997 Census). The Imperial-Holly Sugar
Corporation (17th and 16th largest sugar contributor to the 1996 and 1998 election cycles)
and Western Sugar Company own two and one sugar beet processing facilities in
Wyoming, respectively. Rep. Bill Barrett represents Nebraska’s 3rd District. Nebraska is
the 8th largest sugar beet producing state in the U.S. Barrett’s 3rd District includes 4 of
the 5 leading corn-producing counties of Nebraska (corn sweeteners benefit from the
sugar program). Western Sugar Company owns two sugar beet processing facilities in
Nebraska.
In 1999, Rep. Miller (R-FL) re-introduced the 1997 bill with minor alterations. H.R.
1850 “The Sugar Program Reform Act of 1999”, would gradually phase out U.S. price
supports for domestic raw sugar until 2003. The text reads as following:
“Notwithstanding any other provision of law, no processor of the 2003 or subsequent
crops of sugarcane or sugar beets shall be eligible for loans under this section with
respect to such crops, and the Secretary of Agriculture may not make price support
available, whether in the form of loans, payments, purchases, or other operations, for the
2003 and subsequent crops of sugar beets and sugarcane by using the funds of the
Commodity Credit Corporation or other funds available to the Secretary”.
On May 18, 1999 the Bill was referred to the House Committee on Agriculture and the
last action on the Bill dates back to May 25, 1999 when it was referred to the
Subcommittee on Risk Management, Research and Specialty Crops. The Bill has 73 cosponsors. A companion bill sponsored by Sen. Charles Schumer was introduced in the
Senate (S. 1118) and was co-sponsored by a number of Senators, including: John Chafee
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(R-RI), Michael DeWine (R-OH), Judd Gregg (R-NH), Daniel Moynihan (D-NY), John
McCain (R-AZ), and Rich Santorum (R-PA). The Bill was read twice and last referred to
the Committee on Agriculture.
As both bills stalled in their respective committees, Sen. John McCain (R-AZ) offered an
amendment (S. Amdt. 1508) to the Agriculture Appropriations Bill of 2000. The
amendment would eliminate funds to support the sugar program (Section 156 of the
Agriculture Market Transition Act – U.S.C. 7272). August 4, 1999 the Senate voted 6633 to table the amendment.
The last major discussion on the sugar program in 1999 took place during a hearing
called by the House Subcommittee on Trade on the “United States Negotiating
Objectives for the WTO Seattle Ministerial Meeting”. Rep. Dan Miller testified in front
of the Committee and laid out the costs of the program to the U.S. taxpayers. He also
raised the distortions of the quota system, taking Brazil as an example: “Brazil and
Philippines are both “allowed” by the USTR to import approximately the same tonnage
of sugar under this bizarre system despite the fact that Brazil produces 21 times more
sugar (5,215,000tons) than the Philippines (249,000 tons). Furthermore, 10 of the 40
countries which are given sugar quota allocations by the United States to import sugar
here are actually net importers of sugar themselves. 11 of the 40 countries who receive
an allocation have average worldwide export levels that are less than their U.S. allocation
level”.
In 2000, Rep. Dan Miller tried once more to eliminate the sugar program by amending
the 2001 Agriculture Appropriations Bill, however, the amendment (H. Amdt. 943) was
rejected June 29 on grounds that the amendment sought to change existing law and as
such, constituted legislation in an appropriations bill. The amendment would limit to $54
million the USDA expenditures for the purchase of raw or refined sugar from sugarcane
or sugar beets.
In May 2000, the Department of Agriculture announced a massive government sugar
buyback program in an effort to stabilize decreasing domestic market prices. The U.S.
Department of Agriculture's Commodity Credit Corporation (CCC) will buy
approximately 150,000 tons of sugar, at least 75 percent of which will be refined sugar,
to, among other reasons, reduce the cost of expected sugar program loan forfeitures. The
USDA estimates those costs at $6 million. According to the USDA, domestic prices that
U.S. sugar producers receive have fallen 25 percent over the past year due to excessive
supplies of sugar. Good weather, productivity improvements, expanded plantings, and
increased imports of sugar from other countries contributed to the oversupply of sugar.
The problem, it seems, is that the quota system has begun to lose its effectiveness, and
domestic production has been growing due to the high support price. As the United
States cannot further reduce the quotas, the USDA is left with the alternative to purchase
sugar from domestic farmers to avoid sugar prices falling below the support level,
triggering forfeitures under CCC’s loan program.
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In another step to prop up sugar prices in the domestic market, the USDA announced in
August 2000 the implementation of a Payment-In-Kind (PIK) program for sugar beet
farmers. The program gives sugar beet farmers the option of exchanging their crop for
sugar held by the CCC. Farmers can bid for this sugar by offering to divert acres from
sugar production. Farmers are limited to $20,000 in PIK payments. The PIK program
and the buyback program are authorized under the Cost Reduction Options of the Food
Security Act of 1985.
In Congress, Sen. John Breaux (D-LA) filed a bill as an amendment to HR 4923, a tax
measure in the Senate Finance Committee, to stop the unrestricted flow of a certain kind
of sugar syrup from Canada. The original bill was introduced September 26 with a
bipartisan group of 18 co-sponsors, including Minority Leader Tom Dashle (SD) and
GOP Policy Committee Chair Larry Craig (ID). The Chairman of the Senate Finance
Committee, Sen. William Roth (R-DE), however, cancelled the mark-up of HR 4923
after he was unable to reach agreement with committee members on paring down a host
of amendments to the bill, including the sugar amendment. The decision by Sen. Roth
not to accept the Breaux provision into the floor version of the tax bill followed
indications that Sen. Roth opposed the amendment both on procedural and substantive
grounds. There is also talk that Sen. Roth has been a long-time ally of food processing
and manufacturing interests, who oppose the Breaux amendment because it would curb
their access to inexpensive sugar for use in a variety of sweetened products.
During the 2000 legislative calendar, Reps. Patsy Mink (D) and Neil Abercrombie (D)
were also vocal supporters of the sugar program. Rep. Patsy Mink represents Hawaii’s
2nd District, the 6th leading sugar cane producing county in the U.S. (1997 Census). Rep.
Abercrombie represents Hawaii’s 1st District. Hawaii is the third largest state in terms of
sugar cane production (see table 6).
Corn companies have been strong allies to the sugar industry. Higher sugar prices allow
corn processors to increase the price of corn sweeteners. According to the GAO, corn
sweeteners obtain benefits of $548 million per year due to the sugar program. Of these
benefits, 87 percent goes to just four companies: Archer-Daniels-Midland (ADM), A.E.
Staley Manufacturing Company, Cargill, Inc., and CPC International Inc. Details on
those companies’ campaign and lobbying expenditures can be found in the corn chapter.
Costs
A report commissioned to the General Accounting Office (GAO) noted that: (1) GAO
estimates that the sugar program cost domestic sweetener users about $1.5 billion in 1996
and about $1.9 billion in 1998; (2) sweetener users included: (a) sugarcane refiners that
bought raw cane sugar; (b) food manufacturers that bought refined sugar and other
sweeteners; and (c) final consumers who bought sweeteners and sweetener-containing
products; (3) the program's costs to U.S. sweetener users depend on the world price of
sugar and can vary from year to year--they will be higher, other things being equal, when
the difference between the domestic and the world price is greater; (4) in 1998, for
example, the program's costs to users were higher than in 1996 because the world price

45

dropped while the domestic price remained about the same; (5) the primary beneficiaries
of the sugar program's higher prices are domestic sugar beet and sugarcane producers
who, GAO estimates, received benefits of about $800 million in 1996 and about $1
billion in 1998; (6) about 70 percent of the benefits went to sugar beet growers and
processors; (7) sugarcane producers received about 30 percent of the benefits; (8) GAO
estimates that the sugar program resulted in net losses to the U.S. economy of about $700
million in 1996 and about $900 million in 1998; (9) GAO net loss estimates include
economic inefficiencies and transfers to foreign producers; (10) economic inefficiencies
occurred, for example, when the sugar program's artificially high domestic prices
encouraged farmers to grow sugar beets instead of another crop, such as wheat, that,
without the sugar program, might have been relatively more profitable; (11) inefficiencies
also occurred when artificially high sugar prices discouraged consumers from purchasing
sugar; (12) the cost of these inefficiencies totaled about $300 million in 1996 and about
$500 million in 1998; (13) transfers from the U.S. economy to foreign producers
occurred because foreign producers received artificially high prices for the raw sugar they
exported to the United States; (14) GAO estimates that these transfers amounted to about
$400 million in both 1996 and 1998; and (15) the transfers were about the same in each
year despite the larger difference between domestic and world prices in 1998 because the
United States imported less sugar in 1998.
Trade Votes
The Senate sugar roster (end of chapter) covers 14 Senators representing the 5 largest
sugar beet and 2 largest sugar cane producing states. Out of the 14, 9 are Democrats and
5 are Republicans. Senators voted overwhelmingly in favor of PNTR and the majority
voted in favor of the Africa/CBI trade bill. On Fast Track, Senators were roughly split
50/50, and out of the 10 serving Senators during the NAFTA vote, 6 voted against (out of
the eight Democrats 5 voted against NAFTA). The NAFTA vote can be partly explained
by the potential threat imposed by sugar exports out of Mexico. Overall, five out of the
five Republicans were considered free traders (voted in favor of a trade bill in 2 out of 3,
3 out of 4, or all votes while serving in Congress). Out of the 9 Democrats, 3 were
considered free traders and 4 protectionists.
Table 8: Senate Trade Votes
PNTR
No
1
Yes
13
Not cast
0
Democrats (no)
1
Republicans (no)
0
Democrats (tot)
9
Republicans (tot)
5

Africa/CBI
4
10
0
4
0
9
5

Fast Track
6
7
1
6
0
9
4

NAFTA
6
4
4
5
1
8
2

The House sugar roster includes 17 Representatives from Districts in the 5 leading sugar
beet and sugar cane producing states. Out of the 17, 9 are Republicans and 8 are
Democrats. In the NAFTA and Fast Track votes, the majority of the House members
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voted against the bills, but voted in favor of the Africa/CBI trade bill and PNTR. Of the
9 Republican members 6 were considered free traders, but only 1 out of the 8 Democrats
was considered a free trader (voted in favor of a trade bill 2 out of 3, 3 out of 4, or in all
votes while serving). For instance, out of the 8 votes against NAFTA 5 were cast by
Democrats.
Table 9: House Trade Votes
PNTR
No
7
Yes
10
Not cast
0
Democrats (no)
4
Republicans (no)
3
Democrats (tot)
8
Republicans (tot)
9

Africa/CBI
5
11
1
3
2
7
9

Fast Track
9
7
1
6
3
8
8

NAFTA
8
4
5
5
3
7
5

NAFTA is probably the closest case to the FTAA, as it posed a threat of increased sugar
imports into the United States. Accordingly, House Representatives covered by this
study voted 8 to 4 against NAFTA and Senators 6 to 4. The most direct effect of NAFTA
has come from one key provision. During 1994-99, if Mexico was projected to be a net
surplus producer, it received duty-free access to the U.S. market for the amount of its
surplus, up to a maximum of 25,000 tons. In the first 2 years of NAFTA, Mexico filled
its original allocation of 7,258 tons, which would have been allocated regardless of
NAFTA. Having been projected to be a net surplus producer for 1996/97, Mexico was
permitted to ship 25,000 tons of sugar duty-free to the United States, 17,742 tons more
than its original allocation. Sugar tariffs between the United States and Mexico are
scheduled to decline 15 percent over the first 6 years, and then to zero by 2008. NAFTA
granted no further concessions to Canada on sugar.
China’s final concessions to the United States for its inclusion into the WTO did not
include sugar. Senators covered by this study voted overwhelmingly in favor of PNTR,
House members voted less enthusiastically in favor of PNTR.
The Africa Growth and Opportunity Act (AGOA) and Caribbean Basin Trade Partnership
Act, collectively referred to as Trade and Development Act of 2000, also didn’t pose a
threat to US sugar producers. The only sugar product that was included in the proposed
GSP list under the AGOA is sugar confectionary under HS code 1704.90. Senators and
House Members voted mostly in favor of the trade bill.
Campaign Contributions and Lobbying
Over the last ten years the sugar industry contributed $15 million to political campaigns.
Roughly $10 million came from PACs, $3.3 million from soft money donations, and
individual contributions over $200 make up the difference. Over these ten years,
Democrats have received the lion share of the donations, 58 percent compared to 42
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percent to Republicans. Contributions peaked in 1996 at $3.3 million and have been
declining since then.
In the 1996 election cycle, the sugar industry contributed $2.4 million to candidates from
both parties (PACs, soft money donors, and individuals giving $200 or more). Most of
the money went to incumbents (92 percent) and distribution among Democrats and
Republicans was roughly equal, 47 and 53 percent, respectively. In the 1998 election
cycle there was a small decrease in total contributions to $2.0 million with an increasing
share going to Democrats (55 percent).
US House of Representatives and US Senate 1996 Election Cycle
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$2,460,606
$2,268,792
$1,151,881
$1,308,725

(92%)
(47%)
(53%)

Table 10: Number of Recipients and Average Contributions (1996 Election Cycle)
Chamber
House
Members*
Senate
Members *

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

144

175

$5,614

$4,863

24

34

$9,080

$10,069

Source: Center for Responsive Politics *Members for this election cycle only

US House of Representatives and US Senate 1998 Election Cycle
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$2,032,912
$1,961,584
$1,114,360
$ 918,052

(96%)
(55%)
(45%)

Table 11: Number of Recipients and Average Contributions (1998 Election Cycle)
Chamber
House
Members*
Senate
Members *

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

150

142

$4,835

$4,663

29

29

$11,370

$8,428

Source: Center for Responsive Politics *Members for this election cycle only
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Largest Contributors
The following two tables rank the 10 largest contributors of the sugar industry. Note here
too the shift in 1998 to larger percent contributions to the Democrats.
Table 12: Largest Contributors in the 1996 Election Cycle (House and Senate)
RANK
ORGANIZATION
AMOUNT
DEMS

REPUBS

1

Flo-Sun Inc.

$772,449

42%

55%

2

American Crytal Sugar Co.

$554,950

49%

51%

3

United States Sugar Corp.

$342,056

51%

49%

4

$304,667

50%

50%

5

American Sugar beet Growers
Association
American Sugar Cane League

$263,735

47%

53%

6

Southern Minn Beet Sugar Co.

$244,900

46%

54%

7

Florida Sugar Cane League

$172,140

53%

47%

8

Savannah Foods & Industries

$163,844

27%

73%

9

Great Lakes Sugarbeet Growers

$ 65,140

46%

54%

10

Minn-Dak Farmers Co-op

$ 63,500

51%

49%

Source: Center for Responsive Politics

Table 13: Largest Contributors in the 1998 Election Cycle (House and Senate)
RANK
ORGANIZATION
AMOUNT
DEMS

REPUBS

1

US Sugar Corp

$493,580

40%

60%

2

American Crystal Sugar

$476,000

60%

40%

3

Florida Crystals Inc

$415,500

59%

41%

4

American Sugar Cane League

$282,550

50%

50%

5

$231,985

52%

48%

6

American Sugarbeet Growers
Association
Florida Sugar Cane League

$181,762

56%

44%

7

Southern Minn Beet Sugar Co-op

$178,500

50%

50%

8

Savannah Foods & Industries

$109,192

17%

83%

9

Minn-Dak Farmers Co-op

$ 89,680

56%

44%

10

Rio Grande Valley Sugar
Growers

$ 43,000

56%

44%

Source: Center for Responsive Politics

Campaign Contributions
In the 1998 election cycle several Senators included in this study were recipients of
considerable amounts of contributions (PACs, soft money, and individuals giving $200 or

49

more). Sen. Barbara Boxer (D-CA), Kent Conrad (D-ND), Byron Dorgan (D-ND), Bob
Graham (D-FL), and John Breaux (D-LA) were among the top 20 recipients of US sugar
industry contributions. In the 1996 election cycle, the two Senators from Idaho, Larry
Craig and Michael Crapo, received $59,602 and $19,559, respectively.
House members representing sugar Districts also received contributions from the sugar
industry. Reps. David Minge (D-MN), Collin Peterson (D-MN), Earl Pomeroy (D-ND),
Mark Foley (R-FL), and Alcee Hastings (D-FL) were among the top 20recipients of US
sugar industry contributions in the 1996 and 1998 election cycles. Rep. Mark Foley has
been one of the most active representatives to support the current sugar program.
Campaign contributions also went to legislators holding important positions in the House
and Senate. For instance, Rep. Richard Gephardt (D-MO), Minority Leader in the House,
who defended the sugar program, received $24,000 and $17,750 in the 1996 and 1998
election cycles, respectively, ranking 9th in 1996 and 15th in 1998 among leading
recipients from the sugar industry. Rep. Larry Combest (R-TX), Chairman of the House
Agriculture Committee, received $16,200 in the 1998 election cycle and Senator Kent
Conrad (D-ND), Ranking Member of the Agriculture Subcommittee on Forestry,
Conservation and Rural Vitalization, received $23,476 in the 1998 election cycle.
Lobbying Firms
Some of the most prominent lobbying firms hired by the sugar industry are listed below.
•
•
•
•
•
•
•
•
•

Beveridge & Diamond
Davis & Harman
Hogan & Hartson
Hunton & Williams
Advocacy Group
Beveridge & Diamond
M&R Strategic Services
McLeod, Watkinson & Miller
Edwin C Graves & Associates

US Trade Overview
Although members of Congress, such as Rep. Miller, have been calling for a revised
tariff-rate quota system more in tune with current production levels, the United States
Trade Representative (USTR) based its 2000 allocation rates on the same parameters
used in previous years. In September, the USDA announced the FY 2001 tariff-rate
quota quantities for raw cane sugar, refined sugar, and sugar containing products. The
USDA allocated the minimum quota level to which the United States is committed under
the Uruguay Round Agreement of 1,360,983 metric tons. The total includes 1,117,195
metric tons raw value (mtrv) of raw sugar, 38,000 mtrv for refined sugar, a required
quantity of 105,788 mtrv for Mexico under NAFTA, and a reserve of 100,000 mtrv, to be
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allocated, if needed, contingent on developments in international markets. The USDA
has made all except the contingent quantity available to the USTR for allocation for
import into the US. Following are allocations for selected countries:
Argentina:
Australia:
Brazil:
Dominican Rep.:
Mexico:
Peru:
Philippines:

45,283
87,408
152,700
185,346
7,258
43,177
142,169

On November 2, 1999, the raw sugar tariff-rate quota (TRQ) was set at 1.501 million
short tons raw value (strv), but only 1.251 million strv were made available to the office
of the U.S. Trade Representative (USTR) for allocation, with the remainder held in
reserve. As of September 5, 2000, total raw TRQ sugar amounting to 885,267 strv had
entered, or about 80 percent of the amount projected to enter for the fiscal year.
The refined sugar TRQ, announced on October 1, 1999, was set at 38,580 strv, after
netting out Mexico's TRQ allocation under the side-letter agreement to the North
American Free Trade Agreement (NAFTA). As of September 5, 2000, total refined TRQ
sugar amounting to 34,534 strv had entered, or about 90 percent of the amount projected
to enter for the fiscal year.
Conclusions
Due to the sugar program, sugar production from beat and cane has been expanding over
the last years. Production of sugar beet increased almost 1 million tons between 1998
and 1999. In 1999, sugar beet production totaled 33.4 million tons in 12 producing
states. The latest estimate for 2000, however, puts sugar beet production slightly below
the 1999 value at 32.9 million tons. Only Idaho had an increase in sugar beet production
in 2000.
The sugar program also supports large cash receipts. Taking into consideration the five
leading sugar beet producing states covered by this study, combined cash receipts
generated by sugar totaled almost $1 billion. Sugar beet ranks among the six most
important commodities for North Dakota, Minnesota, and Idaho. It plays less of an
economic role in California.
Sugar cane production, on the other hand, has been continuously increasing. In 1998, US
sugar cane production was at 34.7 million tons increasing to 35.2 million tons in 1999
and 35.6 million tons in 2000 (November 2000 estimate). The harvested area increased
from 993.3 thousand acres in 1999 to 1,026.0 thousand acres in 2000. The increase is
mostly attributable to Louisiana and to a lesser extent Texas.
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Sugar cane plays an important economic role in both Florida and Louisiana. Combined,
the sugar cane crop generates $861 million in cash receipts (1999). Sugar cane is the
number one commodity in terms of cash receipts in Louisiana and accounts for 76
percent of crop cash receipts in Florida.
Therefore, legislators from sugar producing states have been fighting to keep the sugar
program alive. So far they have succeeded. They defeated three attempts (2 in the House
and 1 in the Senate) over the last four years to eliminate or phase out the sugar loan
program that establishes a support price system for sugar producers.
High profile politicians on both sides of the fight raise the profile of the debate. Rep.
Gephardt (D-MO) minority leader, has sided with the sugar producers and Sen. McCain
(R-AZ) offered an amendment to eliminate funding to the sugar program. Although there
has been increasing support to eliminate the sugar program, supporters of the program
still outnumber those who would like to defeat it.
Nevertheless, rising domestic sugar production and prospects for higher imports are
putting pressure on the domestic price support system. In June, USDA entered the sugar
market for the first time since 1986, purchasing 132,000 tons of refined sugar at a cost of
$54 million. On August 1, 2000, the U.S. Department of Agriculture (USDA) announced
the Payment-In-Kind (PIK) Diversion Program to help sugar beet and sugarcane farmers
deal with low prices caused by an excess of domestic sugar. About 100,000 acres of
sugar beets were accepted under the PIK Diversion Program.
The mounting costs of the sugar program were quantified by the General Accounting
Office (GAO). It estimated that the sugar program cost domestic sweetener users about
$1.5 billion in 1996 and about $1.9 billion in 1998.
The greatest beneficiaries of the sugar program, the sugar industry and producers, have
generously contributed to election campaigns. Between 1990 and 2000, the sugar
industry contributed $15 million to political campaigns. Corn companies have also
benefited from the sugar program through higher corn sweetener prices and have been
strong allies to the sugar industry. According to the GAO, corn sweeteners obtain
benefits of $548 million per year due to the sugar program. Of these benefits, 87 percent
goes to just four companies: Archer-Daniels-Midland (ADM), A.E. Staley Manufacturing
Company, Cargill, Inc., and CPC International Inc.
From the above it is concluded that (1) sugar production is distributed among 12 states,
(2) sugar beet is an important commodity for North Dakota, Minnesota, and Idaho and
sugar cane is important to Florida and Louisiana, (3) sugar cash receipts range round $2.0
billion per year, (4) the sugar industry is extremely active in the U.S. Congress, (5) the
sugar industry is one of the largest contributors of campaign financing, (6) the sugar
program costs sugar users between $1.5-1.9 billion per year, and (7) the sugar program is
under increased stress.
In the FTAA context, there is room to negotiate a phase-out of the sugar program, but not
without a serious fight by the sugar industry.
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Table 14: Senate Sugar Roster
PREFIX
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

FIRST
Dianne
Barbara
Larry
Michael
Carl
Spencer
Paul
Rod
Kent
Byron
Bob
Connie
John
Mary

LAST
Feinstein
Boxer
Craig
Crapo
Levin
Abraham
Wellstone
Grams
Conrad
Dorgan
Graham
Mack
Breaux
Landrieu

STATE PARTY PAC/96 PAC/98 PNTR
CA
D
-500
0Y
CA
D
5,000
17,807 Y
ID
R
59,602
7,000 Y
ID
R
19,559
15,850 Y
MI
D
14,752
1,000 Y
MI
R
1,000
1,000 Y
MN
D
16,000
0N
MN
R
700
2,180 Y
ND
D
2,500
23,476 Y
ND
D
0
25,745 Y
FL
D
4,250
27,200 Y
FL
R
2,000
15,506 Y
LA
D
250
32,050 Y
LA
D
8,250
9,000 Y

AFRICA
Y
N
Y
Y
Y
Y
N
Y
N
N
Y
Y
Y
Y

FAST TRACK
N
N
Y
N/S
N
Y
N
Y
N
N
Y
Y
Y
Y

NAFTA
N
N
N
N/S
N
N/S
N
N/S
N
N/V
Y
Y
Y
Y

Table 15: House Sugar Roster
PREFIX
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.

FIRST
Richard
Gary
George
Calvin
Duncan
Helen
Mike
Dave
James
David
Collin
Earl
Mark
Robert
E. Clay
Alcee
W.J. "Billy"

LAST
Pombo
Condit
Radanovich
Dooley
Hunter
Chenoweth
Simpson
Camp
Barcia
Minge
Peterson
Pomeroy
Foley
Wexler
Shaw
Hastings
Tauzin

STATE/DISTRICT COUNTY
PARTY
CA-11
San Joaquin
R
CA-18
Merced, Fresno, San Joaquin
D
CA-19
Fresno
R
CA-20
Fresno
D
CA-52
Imperial
R
ID-1
Canyon
R
ID-2
Bingham, Cassia, Minidoka, Power R
MI-4
Gratiot,Saginaw
R
MI-5
Huron, Saginaw, Sanilac, Tuscola D
MN-2
Renville
D
MN-7
Clay, Norman, Polk,Wilkin
D
ND-AL
At large
D
FL-16
Hendry,Glades, Palm Beach
R
FL-19
Palm Beach
D
FL-22
Palm Beach
R
FL-23
Palm Beach, Hendry
D
LA-3
Iberia, St.Mary, Assumption
R
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PAC/96 PAC/98 PNTR
12,125
6,000 N
10,675
7,000 N
2,500
200 Y
9,050
6,200 Y
6,800
4,000 N
13,750
7,500 N
N/C
3,000 Y
7,640
11,240 Y
6,165
5,635 N
21,550
21,750 Y
17,350
9,600 Y
23,919
18,900 Y
36,350
24,450 Y
9,000
9,312 N
500
0Y
14,750
17,000 N
17,050
8,800 Y

AFRICA
Y
N
Y
Y
N
N
Y
Y
N
Y
N
Y
Y
Y
Y
N/V
Y

FAST
TRACK
N
N
Y
Y
N
N
N/C
Y
N
Y
N
N
Y
N
Y
N
Y

NAFTA
N
N
N/C
Y
N
N/C
N/C
Y
N
N
N
N
N/C
N/C
Y
Y
N

Corn
Introduction
This chapter covers the corn industry in the United States. Although only a small
percentage of corn production is geared towards the manufacture of ethanol, the U.S.
ethanol market provides an attractive opportunity for Brazilian alcohol exports.
Nevertheless, the current tariff rate makes imports prohibitively expensive. The chapter
is divided into five sections: Economic Overview, Legislative Overview, Campaign
Contributions and Lobbying, U.S. Trade Overview, and Conclusions. The Economic
Overview provides selected economic indicators for the corn industry in the United States
and covers corn crops in the five leading corn-producing states. The Legislative
Overview starts with a brief review of the ethanol program and outlines the recent
legislative history of the program in the U.S. Congress. This section also covers
legislation dealing with the Federal Reformulated Gas Program and the battle between
MTBE and ethanol. It finishes with an analysis of the trade votes of Senators from the
leading corn producing states and Representatives from the leading districts in those
states. The Campaign Contributions and Lobbying section provides information on the
largest contributors to political campaigns and on PAC contributions to legislators
covered by the study. The Trade Overview section summarizes relevant trade data. The
chapter closes with conclusions.
Economic Overview
The US corn crop plays a major role in the agricultural sector. Corn cash receipts are the
largest among crops. Between 1993 and 1998, corn cash receipts have averaged more
than $17 billion, accounting for nearly 18 percent of total crop cash receipts. Besides, the
US is the largest exporter of corn, accounting for over 70 percent of global corn trade in
the early to late-nineties.
Based on USDA’s latest estimates, corn production for the year 2000 is forecasted at 10.4
billion bushels, up 10 percent from 1999. U.S. corn production in 1999 was 9,437
million bushels, more than 300 million bushels below the 1998 crop. Based on
September 1, 2000 conditions, yields are expected to average 141.8 bushels per acre, up
8.0 bushels from a year ago. If realized, this would be the largest production and yield on
record. Acreage for grain harvested in 2000 is estimated at 73.1 million acres.
For 2000/01, USDA estimates an overall increase for the domestic demand of corn.
Forecasts point to an all-time high of 7.7 billion bushels of corn as livestock feed and for
food, seed, and industrial use--up 2 percent from that expected in 1999/2000 (the season
begins September 1). Grain-consuming animal units in 2000/01 are projected to increase
1 percent from the 89 million units in 1999/2000. Dairy, poultry, and hog numbers are
expected to rise slightly from a year earlier, but cattle on corn feed may decline in 2001.
With long-term demand based on a growing U.S. population, corn demand for food, seed,
and industrial uses will remain strong, up 3 percent from 1999/2000 to 2 billion bushels.
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In 1999/2000, total use of corn in sweeteners is projected up 2 percent from 1998/99.
High-fructose corn syrup (HFCS)--used principally in soft drinks--is expected to rise 2
percent in 1999/2000 (up from 530.5 million bushels in 1998/99) and another 2 percent in
2000/01. Weaker sugar prices and a decline in HFCS exports may have limited 2000’s
increase. Net corn sweetener exports in corn equivalents for September 1999--June 2000
were down 1 percent from the same period a year earlier, partly because of ongoing
negotiations with Mexico over U.S. HFCS shipments--recently subject to increased
tariffs--and U.S. sugar imports.
Corn used to make glucose and dextrose in 1999/2000 is projected up 3 percent from 219
million bushels in 1998/99 and is expected to rise 2 percent in 2000/01. Glucose and
dextrose use has bounced back from a decline in 1998/99, as these sweeteners have found
their way into more foods.
Ethanol use, contrary to normal seasonal declines, remained strong in the summer of
2000 because of the high price of gasoline and of methyl tertiary butyl ether (MTBE),
another oxygenate used in motor vehicle fuels to make them burn more cleanly.
Consequently, corn used to make ethanol is expected to rise 8 percent in 1999/2000 (up
from 525 million bushels in 1998/99), and 5 percent in 2000/01 (up from an expected 570
million bushels in 1999/2000). MTBE competes with ethanol/alcohol use in
reformulated gasoline, as both alcohol and MTBE enhance octane. In fact, processing
plants are being built or planned in anticipation of a substantially greater demand for
ethanol (USDA).
The main corn producing states are in order of production: Iowa, Illinois, Nebraska,
Minnesota, and Indiana (see table 16).
Table 16: Corn for Grain: Production (1999) and Forecasted (2000) in bushels
States
1999
2000
Iowa
1,758,200
1,860,000
Illinois
1,491,000
1,745,900
Nebraska
1,153,700
1,030,400
Minnesota
990,000
1,029,600
Indiana
748,440
860,000
Source: USDA

The combined estimated harvested area of 43,250,000 acres for these five states is
equivalent to 59.1 percent of the total estimated harvested area in 2000.
The 5 leading congressional districts by acres harvested are, according to the 1997
Census of Agriculture: District 3 (Nebraska), District 5 (Iowa), District 2 (Minnesota), At
Large (South Dakota), and District 2 (Iowa).
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Iowa
The 1999 corn for grain production in Iowa was 1.76 billion bushels, down fractionally
from 1998. The acreage harvested for grain was 11.8 million acres. Corn silage
production was estimated at 4.86 million tons, up 17 percent from 1998. The acreage
harvested for silage, at 270 thousand acres, was up 8 percent from the 1998 acreage.
Corn planted for all purposes totaled 12.1 million acres, 3.2 percent below last year.
The farm industry plays a significant role in the Iowa economy. In 1997, farms
accounted for $5,128 million of the gross state product, or 7.18 percent of total private
industries. Nationwide, Iowa ranks third in the number of farms and cash receipts from
farm marketing (1999), which totaled $9.8 billion. It ranked first in field and
miscellaneous crop values, harvested acreage of principal crops, corn for grain
production, and soybeans for bean production (1999).
Illinois
According to the 1999 Annual Summary issued by the Illinois Agricultural Statistics
Service, cash receipts from all farm commodities in Illinois during 1998 totaled $7.7
billion, 14 percent less than during 1997. Receipts from crops in 1998 totaled $6.2
billion, down 13 percent from 1997, and represented 79.7 percent of the total cash
receipts. Cash receipts for corn in 1998 totaled $2.9 billion, 37.7 percent of the total, and
were down 13 percent from 1997 (see figure 1).
Figure1: Illinois Cash Receipts from commodities (1998)
Cash Receipts (1998)

corn
other

34%

38%

greenhouse
dairy
cattle

2%

hogs
9%

6%

4%

3% 4%

wheat
soybeans

Source: Illinois Agricultural Statistics Service - 1999 Report

Also based on 1998 data, Illinois ranked third in overall crop cash receipts, fifth in gross
farm income and tenth in net farm income.
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Production in 1999 totaled 1.49 billion bushels, slightly larger than the 1998 production
of 1.47 billion bushels and the fifth highest production on record. Of the 10.8 million
acres planted for corn, 10.65 million acres were harvested for grain. This was 200
thousand acres more than the acres harvested for grain in 1998.
Nebraska
The estimated number of farms and ranches in Nebraska remained at 55,000 in 1999.
Farmers and ranchers cultivated 19.4 million acres of land for crops or hay, and farmers
planted about 15.0 million acres to the state’s principal crops – corn, soybeans, winter
wheat, and sorghum. Agriculture has a significant impact on the overall economy. For
instance, between 1996 and 1997, the Nebraska economy grew by 3.0 percent.
Agriculture subtracted 1 percentage point from that 3.0 percent increase.
Total cash receipts from farm marketing in Nebraska decreased 9.7 percent in 1998 from
the 1997 level, or from $9.8 billion to $8.8 billion. Crop receipts totaled $3.7 billion in
1998, or 13.3 percent lower than in 1997, ranking Nebraska 7th in the nation. Net farm
income decreased dramatically, from $2.0 billion in 1997 to $1.8 billion in 1998, or by
12.5 percent.
As of June 1, 2000, corn acreage planted, at 8.4 million acres, is down 2% from last year
and 5% below 1998. A forecasted 8.05 million acres will be harvested as grain, a decline
of 3% from 1999. Nebraska corn production in 1999 decreased to 1,153,700 thousand
bushels from 1,239,750 thousand bushels in 1998. As noted above, corn is among the
most important crops in Nebraska. Figure 2 shows the percent distribution of farm
receipts for the five leading commodities. Corn accounts for 24.5 percent of total farm
receipts.
Figure 2: Top five commodities (Farm Cash Receipts 1998)
Nebraska Farm Receipts

2%
9%

6%

cattle and calves

10%

48%

corn
soybean
hogs
wheat

25%

other

Source: Economic Research Service - USDA

Minnesota
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Total crops and livestock cash receipts for Minnesota in 1998 were $7.6 billion, down
from $7.9 billion in 1997 and $8.8 billion in 1996. Corn accounted for 16.4 percent of
total cash receipts, or $1.2 billion in 1998. This value is down from 1997 at $1.3 billion
and 1996 at $1.7 billion. Net farm income increased in 1998 to $1,260.4 million from
$953.8 million in 1997. However, in 1996, net farm income reached $2,262.4 million.
The number of farms in Minnesota in 1999 was estimated at 81,000, 1,000 more than
1998. The increase in farm numbers is attributed to the continued increase in the number
of small farms. In 1999, land in farms decreased to 28,800,000 acres from 28,900,000
acres in 1998.
In 1999, harvested corn for grain acreage decreased to 6 million acres from 6.7 million
acres in 1998. Production also decreased from 1,032,750 thousand bushels in 1998 to
990,000 thousand bushels in 1999.
The farm and agriculture services sector accounted for 2.5 percent (rounded to 3 percent
in the pie chart) of Minnesota’s earned income in 1996 (see figure 3).
Figure 3: Earned Income by Sector (1996)
Earned Income by Industrial Sector (1996)
TCPU
3%

13%

1%

6%

Trade
17%

FIRE

6%

Services
Manufacturing
8%

21%

Construction
Farm/Ag Services
Government

25%

Mining

Source: Minnesota Department of Trade and Economic Development

In terms of Gross State Product (GSP), farms contributed with $3,612 million in 1996
(2.5 percent of total GSP) and agricultural services and forestry with $562 million.
Indiana
Indiana farmers received an estimated $4.3 billion during calendar year 1999 from the
sale of all agricultural commodities, a decrease of 12 percent from a year earlier. Indiana
dropped to 16th position in the nation in total cash receipts. Of the total, 65 percent came
from crops and 35 percent from livestock and livestock products. Cash receipts from the
sale of crops totaled $2.8 billion, down 14 percent from a year earlier. Along with the
decline in cash receipts, Indiana dropped to 9th position among all states in the sale of
crops. Corn was the leading source of income for Indiana farmers in 1999 and amounted
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to $1.33 billion. Soybeans were second at $1.03 billion and meat animals were third with
$722 million (see figure 4).
Figure 4: Indiana Cash Receipts (1999)
Cash Receipts (1999)
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The total value of Indiana’s crops in 1999 decreased 11 percent from a year earlier to
$2.89 billion dollars. The total value of corn decreased 9 percent. The 2 percent
decrease in corn production during 1999 coupled with the 16 cents per bushel decrease in
average price is partly attributed to this decrease.
Indiana's 2000 corn production is forecasted at 860.3 million bushels. If realized, this
would be up 15 percent from the 748.4 million bushels produced in 1999. The expected
yield of 155 bushels per acre is 23 bushels more than the 1999 average of 132 bushels per
acre. This would be a record high, 8 bushels above the previous record set in 1992. The
5.55 million acres for harvest is 2 percent below the acreage harvested last year.
Legislative Overview
Ethanol Program
In the 1970’s and 1980’s, the federal government adopted numerous policies to
encourage the use of alternatives to imported fossil fuels. Among these policies were tax
incentives that were specifically targeted at the use of alcohol fuels derived from biomass
materials. Supporters claimed that the tax incentives would not only reduce U.S. reliance
on imported petroleum but would also help support farm incomes by finding another
market for the agricultural products from which alcohol can be produced, such as corn.
In the late 1980s, Congress' attention turned to the possible benefits of using alcohol fuels
as additives to fossil-based fuels to reduce urban air pollution. The Clean Air Act
amendments of 1990 required that transportation fuel used in some urban areas have a
minimum oxygen content to reduce these areas' levels of carbon monoxide and groundlevel ozone. In the early 1990s, congressional attention turned to the possible benefits of
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using renewable energy sources, including alcohol fuels, to reduce emissions of
greenhouse gases that may contribute to global warming.
The federal tax incentives that are specifically targeted for motor fuels containing
biomass alcohol are (1) a partial exemption from the federal motor fuel excise taxes that
are earmarked for the Highway Trust Fund and (2) a set of three credits against the
income tax. The partial excise tax exemption has been much more important than the
income tax credits in terms of the amount of tax benefits claimed.
Overview
Since 1995, Rep. Archer (R-TX) has been leading the fight against the excise tax. In
1997, as Chairman of the powerful House Ways and Means Committee, he renewed his
efforts to eliminate the subsidy before the original 2000 deadline. In March, at his
request, the General Accounting Office (GAO), which conducts nonpartisan studies for
Congress, delivered a study on the effectiveness of the program. The study concluded
that the program had cost the American taxpayers $7.1 billion in lost revenues, and that it
would cost another $2.4 billion between 1997 and 2000.
The efforts to oppose Rep. Archer were spearheaded by the House Alcohol Fuels Caucus,
led by four co-chairs representing the interests of the corn producing states: Reps. Jim
Nussle (R-IA), Bill Barrett (R-NE), David Minge (D-MN), and Lane Evans (D-IL).
That March, Rep. Archer released tax legislation that included a provision to eliminate
the ethanol tax incentive. Rep. Jim Nussle (R-IA) introduced an amendment to strike the
language, but failed in a 21-17 vote. In May, the Alcohol Fuels Caucus sent a letter to
the House leadership requesting help to fight the elimination of the partial excise tax
exemption for ethanol-blended gasoline. It obtained the support of Rep. Newt Gingrich,
among others, and won the battle. In June, the House Rules Committee adopted language
that deleted Rep. Archer’s language from the tax bill that had passed the House Ways and
Means Committee.
The victory provided the necessary momentum for building a concerted effort to extend
the ethanol tax incentive past its 2000 deadline. Senator Grassley’s amendment
extending the tax credit until 2007 was approved in the Senate, but negotiations between
the White House and House and Senate leaders came to a dead end on the issue. On
September 17, Members of the House introduced an ethanol bill, which would extend the
ethanol tax exemption until at least 2007. The bill also stalled.
Despite these initial setbacks, the Caucus continued to lobby for the extension of the tax
incentive. In a letter to President Clinton early 1998, the Caucus urged the President to
include the extension of the ethanol excise tax exemption in his proposal for the fiscal
year 1999 budget. But by April of that year, the lobbying efforts shifted to the highway
bill conference committee. The committee was working out the differences between the
House and Senate versions of the bill. The Senate provision included language to extend
the ethanol tax exemption, while the House version did not.
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In early May, the Caucus obtained an important victory. Speaker Newt Gingrich
appointed pro-ethanol Republicans Jim Nussle (R-IA) and Kenny Hulshof (R-MO), along
with Democrat Charles Rangel (D-NY) to the key posts of conferees to the House-Senate
Conference Committee on the tax-related provisions of the federal transportation bill.
This move effectively killed any likelihood that language provided by Rep. Archer to the
House version of the bill, eliminating the program, would make it through the final
version.
On May 22, both House and Senate approved the Transportation Equity Act for the 21st
Century, which included language to extend the ethanol tax credit until the year 2007.
Under provisions of the Transportation Conference Committee (HR 2400), the ethanol
tax credit will be extended in 2001 and 2002 at 5.3 cents, in 2003 and 2004 at 5.2 cents,
and in 2005 and 2006 at 5.1 cents. Currently, motor fuels consisting of at least 10 percent
biomass-derived ethanol are exempt from 5.4 cents of the 18.4 cents per gallon federal
excise tax. The exemption is also available at lower rates per gallon of fuel blends that
are at least 7.7 percent or 5.7 percent of ethanol. For all of these fuels blends, the
exemptions provide a subsidy of 54 cents per gallon of ethanol used (GAO report).
In 1999, the battleground shifted to the Federal Reformulated Gasoline Program (FRG).
The program was enacted as part of the 1990 Clean Air Act, which requires certain types
of “cleaner-burning” fuels to be sold in certain areas that fail to meet ozone safety
standards. Congress established a “recipe” for RFG, including a minimum oxygen
content. Two oxygenates compete in the market – ethanol and MTBE.
A report released by the National Research Council (NRC) claimed that oxygenates did
little to reduce the formation of ozone. In addition, there have been rising concerns about
increasing levels of MTBE in drinking water. As a result, the EPA conducted a study
released in July 1999 recommending that the use of MTBE in the nation’s gasoline
supply should be reduced. This would expand the market for ethanol. The EPA,
however, also recommended the elimination of the federal oxygen requirement in the
RFG program, which would eliminate ethanol’s captive market. But HR 11 authored by
Rep. Brian Bilbray (R-CA), posed an even more immediate threat. Referred to the House
Committee on Commerce January 16, 1999, hearings were held by the Subcommittee on
Health and Environment May 6, and a mark-up session was held on September 30 when
it was also forwarded to the full Committee (last action). HR 11 would exempt the state
of California from the federally mandated oxygenate requirement by amending the Clean
Air Act, setting a dangerous precedent on the issue. California has been on the forefront
of clean fuels. For instance, it has ordered the phase-out of MTBE in the state, effective
December 31, 2002.
But ethanol supporters were not standing still. Besides gathering support against HR 11,
on April 12, Rep. Bob Franks (R-NJ) introduced legislation to amend section 211 of the
Clean Air Act to prohibit the use of the fuel additive MTBE in gasoline. The Bill was
forwarded to the House Commerce Subcommittee on Health and Environment on April
28.
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Notwithstanding future challenges to the use of ethanol-blended gasoline, the provisions
of a phase II RFG program could prevent the continued use of ethanol due to the low
volatility requirements spelled out by the program.
Although the focus of the discussions in 1999 centered on the RFG program,
Congressional representatives continued to introduce legislation to provide ethanol with
more government funding. On September 9, Rep. Tom Ewing (R-IL) introduced a bill
before the House of Representatives providing funding for technology development in
the area of alternative fuel production. The Bill, a companion to Senator Lugar’s
“National Sustainable Fuels and Chemical’s Act (S 935),” authorizes $49 million per
year, for six years, to develop cost-effective technology in the area of alternative fuel
production. This figure does not include $14 million secured by Sen. Fitzgerald (R-IL)
for the construction of an ethanol research facility.
On February 2000, 43 Congressman and Senators sent a letter to President Clinton
requesting a meeting with Secretary of Agriculture Dan Glickman, Secretary of Energy
Bill Richardson, and EPA Administrator Carol Browner to discuss issues affecting
ethanol, MTBE, and the RFG program. The last paragraph of the letter summarizes their
position: “Mr. President, we can protect precious water supplies by removing MTBE
from gasoline, preserve the clean air benefits of oxygenates and the RFG program, and
provide a much-needed economic stimulus to rural America. But we must act now. EPA
should deny the California waiver request, promulgate a carbon monoxide offset, allow
oxygen averaging to provide refiners with the flexibility they seek as MTBE is phased
out and ethanol phased into RFG, and work with USDA and the Department of Energy to
facilitate the expeditious replacement of MTBE for the ethanol in RFG.”
On March 16, Reps. Greg Ganske (R-IA) and John Shimkus (R-IL) introduced HR 4011,
the “Clean Air and Water Preservation Act of 2000.” The Bill phases out MTBE in 3
years and urges refiners to replace it with ethanol. It also addresses existing water
contamination and ethanol’s higher volatility by allowing oxygen averaging throughout
the year. The Bill also invalidates Federal regulations that establish a per-gallon
minimum oxygen content (percent, by weight). The Bill was co-sponsored by 49 House
representatives and the last action dates back to March 27 when it was referred to the
House Commerce Subcommittee on Health and Environment.
On March 20, the Environmental Protection Agency (EPA) released a set of legislative
principles regarding the problems associated with MTBE. They recommended Congress
to: (1) phase out or eliminate MTBE, (2) ensure air quality gains are not diminished, and
(3) replace the 2 percent by weight oxygen requirement with a 1.2 percent by volume
renewable fuels standard.
Following the introduction of HR 4011, twenty-seven representatives signed a letter to
the Speaker of the House Dennis Hastert (R-IL) explaining their support for HR 4011 and
criticizing the government’s proposal to replace the oxygen requirement with a renewable
fuels standard.
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On a separate front, Rep. Minge (D-MN) introduced September 25, 2000 a bill to provide
a tax credit to small ethanol producers who are part of cooperatives. The legislation also
alters the rules for cooperatives expanding the coverage to producers whose annual
ethanol production capacity is below 60 million gallons. Reps. Earl Pomeroy (D-ND),
John Thune (R-SD), Lane Evans (D-IL), Gil Gutknecht (R-MN), and Collin Peterson (DMN) are co-sponsors of the bill.
Costs
A September 2000 report issued by the General Accounting Office (GAO) provides a
U.S. Treasury estimate that the revenue loss between 1981 and 2000 due to the partial
exemption from the excise tax for alcohol fuels was $11.183 billion (adjusted for
inflation). The Treasury’s estimate for revenue loss between 1981 and 2000 due to the
tax incentives is $198 million (adjusted for inflation).
Non-recourse Program
Even though corn use should reach record highs in 2000/01, corn prices are likely to be
weak as a result of large U.S. stocks. Farmers can expect to sell their corn for $1.50 to
$1.90 per bushel, compared with an expected $1.80 in 1999/2000. This contrasts with an
average of $2.52 per bushel in the previous 5 years. It was for just such a contingency
that assistance programs were written into the 1996 Farm Act. Key provisions are nonrecourse marketing assistance loans and loan deficiency payments (LDP's), both available
to producers who entered into production flexibility contracts with USDA.
Non-recourse marketing assistance loans provide interim financing to eligible producers
of feed grains and other commodities covered by the program and provide income
support when prices are low. Corn used as collateral may be forfeited to USDA's
Commodity Credit Corporation at maturity, or loans may be repaid at the lesser of the
loan rate plus accrued interest or at the local price (referred to as the posted county
price). As of September 20, 2000, feed grain producers had outstanding loans on 20
million bushels of 2000-crop corn as collateral and 244 million bushels on 1999-crop.
The value of the outstanding loans totaled $40 million for 2000, and $441 million for
1999.
If local prices (as calculated by USDA's Farm Service Agency) are below the county loan
rate, eligible producers may opt for an LDP in lieu of a loan. As of September 20, 2000,
eligible producers had collected $94 million in LDP's for 2000-crop corn (including
silage), covering 217 million bushels or about 2 percent of the crop; the average payment
rate was 44 cents per bushel. For the 1999 crop, eligible producers collected nearly $2
billion in LDP's, covering about 77 percent of the crop; the average payment rate was 27
cents per bushel.
Trade Vote
The Senate corn roster (table at the end of the chapter) includes Senators from the 5
leading corn-producing states (Illinois, Minnesota, Nebraska, Indiana, and Iowa). In
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2000, Senators were evenly divided between Democrats and Republicans. They
overwhelmingly voted in favor of PNTR and the Africa/CBI trade bill. China, Africa and
the Caribbean are all potential markets for corn exports. Out of the seven Senators
serving during the Fast Track vote, 4 voted for it (3 Republicans and 1 Democrat) and 4
out of the 5 Senators serving during the NAFTA vote cast their vote for NAFTA (2
Republicans and 2 Democrats). Based on the 4 trade votes, 5 out of the 5 Republican
Senators and 4 out of the 5 Democratic Senators were considered free traders.
Representatives are considered free traders if they vote pro-trade in 2 out of 3, 3 out of 4,
or in all votes while serving (a minimum of two votes is required).
Table 17: Senate Trade Vote
PNTR
No
0
Yes
10
Not Cast
0
Democrats (no)
0
Republicans (no)
0
Democrats (tot)
5
Republicans (tot)
5

Africa/CBI
1
9
0
1
0
5
5

Fast Track
3
4
3
3
0
4
3

NAFTA
1
4
5
1
0
3
2

The House corn roster (table at the end of the chapter) includes 15 Representatives from
leading corn producing districts in the aforementioned states. In 2000, out of the 15, 12
were Republicans and 3 Democrats. They strongly supported PNTR, Africa/CBI, and
Fast Track (see table 18). They supported NAFTA by a smaller 5 to 3 vote margin. The
3 no votes came from the 3 Democrats representing districts from the state of Minnesota.
Out of the 12 Republican Congressman, 10 were considered free traders. Only 1 out of
the 3 Democrats was considered a free trader. Reps. Oberstar (D) and Peterson (D) from
Minnesota and Hostetler (R) and Buyer (R) from Indiana have consistently voted against
trade bills.
Table 18: House Trade Votes
PNTR
No
4
Yes
11
Not Cast
0
Democrats (no)
2
Republicans (no)
2
Democrats (tot)
3
Republicans (tot)
12

Africa/CBI
4
10
1
2
2
3
11

Fast Track
5
10
0
2
3
3
12

NAFTA
3
5
7
3
0
3
5

According to the USDA, NAFTA had a somewhat positive effect on corn trade between
the U.S. and its NAFTA trading partners. U.S. corn exports to Mexico almost tripled in
value between 1994 and 1996, ranking Mexico as the third largest U.S. corn market.
Although the increase is also partly due to domestic policy changes, Mexico has imported
more than the duty-free amount under the TRQ each year since NAFTA took effect, and
has not applied the high over-quota tariffs, except in 1997. The United States trades
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smaller but significant amounts of corn with Canada. The Senators and Congressman
covered by this study supported NAFTA indicating their support of trade as a tool to
open export markets to agricultural products.
Although China is a major corn producer, China PNTR offered expanded export
opportunities to the corn industry. From an initial TRQ of 4.5 million metric tons, the
quota will expand to 7.2 million metric tons in 2004. China only imported 250,000
metric tons of corn in 1998. Senators and Congressman representing corn interests voted
strongly in favor of PNTR.
Campaign Contributions and Lobbying
Information on the corn industry is available under a broader chapter that includes
information on varied farming corporations and farm interests, including cotton, wheat,
soybeans, sugar, fruits and vegetables, rice, and peanuts. By excluding sugar and fruits
and vegetables, the remaining industries spent $21.5 million dollars in campaign
contributions (contributions to federal candidates and political parties from PACs, soft
money donors, and individuals giving $200 or more, as reported to the Federal Election
Commission) between 1990 and 2000.
Over the last ten years, on average, the crop production and basic processing industries
contributed more to Republicans (57 percent) then to Democrats (42 percent). Until the
1994 election cycle contributions were roughly distributed 50/50. Starting in the 1996
election cycle, however, contributions to Republicans have ranged between 61 and 66
percent.
US House of Representatives and U.S. Senate 1996 Election Cycle
In the 1996 election cycle, the crop production and basic processing industries (excluding
sugar and fruits and vegetables) contributed $3.94 million to candidates (contributions
from PACs, soft money donors, and individuals giving $200 or more). 31.9 percent of
the contributions went to Democrats and 68.1 percent to Republicans.
Total contributed to all candidates:
Total contributed to incumbents:
Total to Democratic candidates:
Total to Republican candidates:

$3,940,744
$2,459,249
$1,259,208
$2,677,086
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(62%)
(32%)
(68%)

US House of Representatives and U.S. Senate 1998 Election Cycle
In the 1998 election cycle, the crop production and processing industries contributed
$3.08 million to candidates through individual, PAC and soft money contributions.
Although the total amount was smaller, the percent distribution to candidates from both
political parties remained roughly the same: 62 percent to Republican candidates and 38
to Democratic candidates.
Total contributed to all candidates:
Total contributed to incumbents:
Total to Democratic candidates:
Total to Republican candidates:

$3,080,567
$2,215,559
$1,155,132
$1,922,535

(72%)
(38%)
(62%)

Largest Contributors
Among the largest crop production and basic processing contributors is Cargill, Inc.
Cargill has corn-processing plants in Nebraska, Iowa, Ohio, Tennessee, and North
Dakota. With contributions totaling $192,726 and $175,750 in the 1996 and 1998
election cycles, respectively, Cargill was the 11th largest contributor in the crop
production and basic processing category. In 1996 it contributed 11 percent to
Democrats and 89 percent to Republicans and in 1998 18 percent to Democrats and 82
percent to Republicans.
Another key contributor is Archer-Daniels-Midland (ADM). It has interests in the
sweetener and corn industries. ADM owns plants in Iowa, Illinois, and New York. In the
1996 election cycle it contributed $976,226 (Individual, PAC and soft money) to
Democrats (45 percent) and Republicans (55 percent). In 1998, that amount was reduced
to $738,475 equally divided between Republicans and Democrats. Of this total,
$518,000 was soft money contributions (51 percent to Democrats and 49 percent to
Republicans) to such organizations as the National Republican Senatorial Committee,
Democratic National Committee, 1998 Republican Senate/House Dinner Committee, and
Democratic Senatorial Campaign Committee. By November 1, 2000, ADM had already
contributed $635,000 in soft money to the Democratic (39%) and Republican (61%)
party.
A.E. Staley Manufacturing Co. owns plants in Illinois, Indiana, and Tennessee. In the
1998 election cycle it contributed $30,500 in PAC contributions to federal candidates. Of
the total, 88.5 percent went to Republican candidates. There is also Roquette America
Inc. With two plants in Iowa, it provided $1,250 in PAC contributions to federal
candidates in the 1998 election cycle.
Pac Contributions
In the 1998 election cycle, A.E. Staley Manufacturing provided PAC contributions to a
number of Senators and Representatives included in the study. Note that they are all
Republicans.
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Rep. Thomas Ewing (R-IL)
Rep. Greg Ganske (R-IA)
Rep. Ray LaHood (R-IL)
Rep. Tom Latham (R-IA)
Sen. Peter Fitzgerald (R-IL)
Sen. Charles Grassley (R-IA)
Sen. Richard Lugar (R-IN)
TOTAL

$7,000
$500
$2,000
$500
$2,000
$500
$3,000
$15,500

Cargill Inc. also contributed to Senators and Representatives from the states covered by
this study. Most of the money went to Republicans.
Rep. Bill Barrett (R-NE)
Rep. Doug Bereuter (R-NE)
Rep. Thomas Ewing (R-IL)
Rep. Greg Ganske (R-IA)
Rep. Gil Gutknecht (R-MN)
Rep. Dennis Hastert (R-IL)
Rep. Ray LaHood (R-IL)
Rep. Collin Peterson (D-MN)
Sen. Evan Bayh (D-IN)
Sen. Peter Fitzgerald (R-IL)
Sen. Charles Grassley (R-NE)
Sen. Chuck Hagel (R-NE)
TOTAL

$500
$2,000
$1,500
$2,000
$2,500
$1,000
$1,500
$500
$2,000
$5,000
$4,000
$5,000
$27,500

ADM contributed $34,500 in PAC money to candidates covered by this study. During
the 1998 election cycle, 11 out of the 15 candidates were Republican. Following is a list
of the recipients.
Rep. Thomas Ewing (R-IL)
Rep. Gil Gutknecht (R-MN)
Rep. Dennis Hastert (R-IL)
Rep. Ray LaHood (R-IL)
Rep. David Minge (D-MN)
Rep. Ed Pease (R-IN)
Rep. Jerry Weller (R-IL)
Sen. Evan Bayh (D-IN)
Sen. Richard Durbin (D-IL)
Sen. Peter Fitzgerald (R-IL)
Sen. Rod Grams (R-MN)
Sen. Charles Grassley (R-IA)
Sen. Chuck Hagel (R-NE)
Sen. Bob Kerrey (D-NE)
Sen. Richard Lugar (R-IN)
TOTAL

$5,000
$500
$1,000
$500
$2,500
$500
$500
$3,000
$3,000
$1,000
$1,000
$7,000
$2,000
$2,000
$5,000
34,500
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The three companies combined contributed $77,500 in PAC contributions to candidates
covered by this study during the 1998 election cycle. PAC contributions per candidate
can be found in table at the end of the chapter.
Many of the recipients listed above have introduced legislation, co-sponsored a bill, or
lobbied for the ethanol industry, including Reps. Bill Barrett, David Minge, Greg Ganske
and Gil Gutknecht, as well as Senators Charles Grassley, Richard Lugar, and Peter
Fitzgerald (see Legislative Overview).
Lobbying Firms
Corn interests rely on their own Washington offices and hired lobbying firms. Following
is a list of a selected few firms.
Lesher & Russell
Alcade & Foy
Baker, Donelson et al
Cashdollar-Jones & Co.
Eversole Associates
David Senter & Associates
Lobbying expenditures also add up to sizable figures. Cargill spent $619,997 and
$935,433 in 1997 and 1998, respectively, and the Corn Refiners Association spent
$440,000 in 1997.
US Trade Overview
Because recent corn prices are even lower than in 1999, U.S. corn exports of $4.2 billion
through August 2000 still lag 1999 by $422 million. Also, volume shipped to date is
down 2.8 million tons from 1999, a 6-percent decline. World corn production remains
high relative to consumption, and stocks are also large, particularly in the United States
and China. Increased competition for world export markets has largely been from China
and Argentina. U.S. volume shipped to date is strong to the Middle East, Taiwan, North
Africa, and Colombia (USDA – US Agricultural Trade Update).
Conclusions
Agriculture plays an important economic and political role in the corn states. In terms of
crop cash receipts, Illinois ranked third, Iowa fourth, Minnesota sixth, Nebraska eighth,
and Indiana ninth in the nation. In 1999, cash receipts from crops totaled $92.4 billion.
Corn cash receipts are the largest among crops. Between 1993 and 1998, corn cash
receipts have averaged more than $17 billion, accounting for nearly 18 percent of total
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crop cash receipts. Besides, the US is the largest exporter of corn, accounting for over 70
percent of global corn trade in the early to late-nineties.
In Iowa, farms accounted for 7.2 percent of Gross State Product in 1999. In Illinois, 38
percent of crop cash receipts are attributable to corn. In Minnesota, corn represents 16.4
percent of total crop cash receipts, and in Indiana, corn was the leading source of income
for farmers in 1999, amounting to $1.33 billion.
Such figures help explain the strength of the Alcohol Fuels Caucus in the US Congress.
The Caucus is headed by Representatives from four leading corn-producing states: Reps.
Jim Nussle (R-IA), Bill Barrett (R-NE), David Minge (D-MN), and Lane Evans (D-IL).
It has been leading the fight to maintain current subsidies to ethanol and expand its
market through legislation to ban MTBE. Today, ethanol only accounts for a small
percentage of corn utilization, however, it has the potential to become a major corn
product.
If the California decision to ban MTBE by the end of 2002 is expanded to the nation via
federal legislation (HR 4011) and ethanol supporters in Congress pass legislation to
ensure oxygen averaging, there will be an increase in the demand for ethanol. There are
already discussions in Congress about how to satisfy such demand, and corn refiners are
increasing their ethanol production capacity. At a recent hearing, Rep. Ganske (R-IA)
testified that in order to replace MTBE, the ethanol industry would have to produce about
3.1 billion gallons each year. In 1999, the industry estimated its production capacity at
1.8 billion gallons. It would not be unreasonable, however, to add to the public policy
debate the advantages of importing cheaper ethanol from abroad, including Brazil.
Although legislators in the House and Senate covered by this study have strongly
supported free trade, it is unlikely that they would support a reduction of the ethanol
tariff. According to a report by the Brazilian Embassy (Barreiras aos Produtos e Serviços
Brasileiros no Mercado Norte-Americano - 1999), ethanol imports pay a 54-cents per
gallon import duty.
Besides, the corn industry has a strong presence in Congress, providing considerable
amounts of soft money to both parties and funding election campaigns through PACs.
The two largest players are Archer-Daniels-Midland (ADM) and Cargill, Inc. During the
1996 and 1998 election cycles, ADM contributed $1.7 billion through PACs, soft money,
and individuals giving $200 or more, and Cargill, Inc. contributed $368,476.
PAC contributions went to a number of the legislators included in this study. ADM
contributed $ 34,500 in PAC money, Cargill, Inc. $27,500, and A.E. Staley
Manufacturing $15,500 in the 1998 election cycle. Most of the money, however, cannot
be directly traced to a Congressman, as sizable contributions were made to the political
parties, the so-called soft money contributions. For instance, in the 1998 election cycle,
ADM contributed $518,000 in soft money.
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The ethanol subsidy provides companies with a huge tax break. Subsidies to the ethanol
industry amounted to $11.1 billion between 1981 and 2000, according to a September
2000 report issued by the General Accounting Office (GAO). This figure corresponds to
an estimate of the revenue loss due to the partial exemption from the excise tax for
alcohol fuels.
There have been attempts in Congress, so far unsuccessful, to eliminate the ethanol
program. Rep. Archer led one of those efforts. Rep. Bentsen has also introduced
legislation and argued against the ethanol subsidy challenging the environmental
soundness of ethanol (can increase ground level ozone) and the potential diversion of
corn from feed to ethanol, thus driving the price of feed-stocks up.
From the above, it is concluded that (1) corn plays an important economic role for several
states, including Iowa, Illinois, Nebraska, Minnesota, and Indiana, (2) corn is a major
cash generating crop, (3) the corn lobby has been extremely active in the U.S. Congress
and has established a formal Caucus, (4) the alcohol fuels caucus has successfully fended
off legislative attacks on its programs, (5) the corn industry has spent millions of dollars
in campaign contributions, and (6) the corn industry benefits billions of dollars from
subsidies and special programs such as the sugar and loan programs.
Within the FTAA context, it will be difficult to obtain the support of the corn industry
without providing expanded export opportunities for U.S. corn. Besides, it is highly
unlikely that the U.S. corn industry will support changes to the sugar program.
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Table 19: Senate Corn Roster
PREFIX
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

FIRST
Richard
Peter
Paul
Rod
Robert
Chuck
Richard
Evan
Chales
Tom

LAST
Durbin
Fitzgerald
Wellstone
Grams
Kerrey
Hagel
Lugar
Bayh
Grassley
Harkin

STATE
IL
IL
MN
MN
NE
NE
IN
IN
IA
IA

PARTY
D
R
D
R
D
R
R
D
R
D

PAC/96 PAC/98 PNTR
11,450
4,000 Y
N/S
6,000 Y
1,000
0Y
8,000
4,000 Y
15,500
4,000 Y
9,900
7,000 Y
20,747
12,250 Y
N/S
5,000 Y
27,179
11,000 Y
15,000
2,500 Y

AFRICA
Y
Y
N
Y
Y
Y
Y
Y
Y
Y

FAST TRACK
N
N/S
N
Y
Y
N/S
Y
N/S
Y
N

NAFTA
N/S
N/S
N
N/S
Y
N/S
Y
N/S
Y
Y

Table 20: House Corn Roster
PREFIX
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.

FIRST
Jerry
J. Dennis
Thomas
Ray
Stephen
Edward
John
Gres
Tom
Gil
David
Collin
James
Doug
Bill

LAST
Weller
Hastert
Ewing
LaHood
Buyer
Pease
Hostetler
Ganske
Latham
Gutknecht
Minge
Peterson
Oberstar
Bereuter
Barrett

STATE/DISTRICT
IL-11
IL-14
IL-15
IL-18
IN-5
IN-7
IN-8
IA-4
IA-5
MN-1
MN-2
MN-7
MN-8
NE-1
NE-3

COUNTY
PARTY PAC/96 PAC/98 PNTR
La Salle
R
1,000
500 Y
La Salle
R
1,000 8,500 Y
Champaign, Iroquois, Livingston, McLean
R
6,500 10,000 Y
McLean
R
1,500 2,500 Y
Jasper, Newton, White
R
0
0N
Montgomery
R
0
500 Y
Knox
R
0
0N
Pottawattamie
R
9,000 3,500 Y
Kossuth, Plymouth, Sioux, Webster
R
7,500 3,500 Y
Freeborn, Goodhue, Mower, Olmsted, Waseca R
3,500 2,500 Y
Brown, Redwood, Renville
D
5,500 6,000 Y
Sherburne
D
0
500 N
Sherburne
D
0
500 N
York
R
2,000
2000 Y
Custer, Dawson, Hamilton, Phelps
R
3,500
500 Y
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AFRICA
Y
Y
Y
Y
N
Y
N
Y
Y
N/V
Y
N
N
Y
Y

FAST
TRACK
N
Y
Y
Y
N
Y
N
Y
Y
Y
Y
N
N
Y
Y

NAFTA
N/C
Y
Y
N/C
Y
N/C
N/C
N/C
N/C
N/C
N
N
N
Y
Y

Frozen Orange Juice Concentrate
Introduction
This chapter covers frozen orange juice concentrate. The economic overview provides
crop and economic information for the state of Florida as the state’s production accounts
for about 95 percent of the orange juice manufactured in the United States. The
Legislative Overview provides information about Congressional testimonies of the
Florida orange juice industry. It is followed by an analysis of the trade vote record of
Representatives and Senators. The Campaign Contributions and Lobbying section
provides a brief overview of the total contributions of the orange juice industry over the
last two election cycles (1996 and 1998), as well as information on the largest
contributors and key lobbying firms working on behalf of the orange juice industry. The
chapter closes with general conclusions.
Economic Overview
Citrus production for the 1999-00 season totaled 17.4 million tons, up 28 percent from
the weather-damaged season of 1998-99. The production is the second highest, surpassed
only by the 1997-98 production of 17.8 million tons. The value of the 1999-00 U.S.
citrus crop increased 7 percent from last season to $2.64 billion. This represents the
second highest value of production, surpassed only by the 1998-99 season valued at
$2.66 billion. Total value of production was higher for all types of citrus, except for
tangelos, tangerines, and temples. The value of orange production increased 3 percent
from a year ago, from $1.7 billion to $1.75 billion in 2000 (see table 21).
Table 21: Oranges – Acreage, Production, Utilization and Value of Production
Acreage
Production
Fresh
Processed Value of Prod.
Acres
In 1,000 tons
In $1,000
1997-98
828,000
13,670
2,658
11,012
1,965,358
1998-99
830,100
9,824
1,301
8,523
1,700,532
1999-00
817,600
13,113
2,348
10,765
1,752,909
Source: National Agricultural Statistics Service – Citrus Fruits 2000 Summary

This study will only take into consideration the orange production of the state of Florida,
as the bulk of the California orange production is geared toward the fresh market, not
competing with Brazilian frozen orange juice concentrate exports. Florida's production
accounts for about 95 percent of the orange juice manufactured in the United States
(USDA).
Florida
Florida is by far the largest citrus producer in the nation, accounting for 76 percent of the
U.S. citrus production. California ranks second, accounting for 21 percent, while Texas
and Arizona combined produced the remaining 3 percent.
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Florida's 2000 orange production of 233 million boxes was up 25 percent from the
previous season. Florida values of orange production increased 4 percent, from $1.25
billion (1998-99 crop) to $1.3 billion (1999-00 crop) (see table 22). Processing prices in
Florida were 15 percent less than in the 1998-99 season. However, the increased
production more than offset the lower prices to help increase the crop value.
Table 22: Florida – Value of Fresh, Processed and Total Oranges ($1,000)
Fresh
Processed
Total
1997-98
63,344
1,276,185
1,339,529
1998-99
117,023
1,135,681
1,252,704
1999-00
71,547
1,236,005
1,307,552
Source: National Agricultural Statistics Service – Citrus Fruits 2000 Summary

Frozen orange juice concentrate accounts for the largest share of processed oranges in the
state of Florida (see table 23).
Table 23: Oranges Processed by product type in Florida 1998-2000 (1,000 boxes)
Frozen Conc. Chilled Prod. Other Processed Total Processed
1997-98
160,865
74,767
989
236,621
1998-99
97,247
80,112
756
178,115
1999-00
134,204
90,085
2,385
226,674
Source: National Agricultural Statistics Service – Citrus Fruits 2000 Summary

Fruits, nuts and berries (which includes oranges) ranked first in Florida in terms of
market value of sales in 1997. Table 24 lists the 5 leading categories.
Table 24: 1997 Market Value of Agricultural Sales (Florida)
Categories
Sales ($1,000)
Percent of Total
Fruits, nuts and berries
1,493,470
24.9
Nursery and Greenhouse
1,449,951
24.1
Vegetables, sweet corn
1,083,921
18.1
Other crops
666,971
11.1
Dairy Products
382,431
6.4
Source: 1997 Census of Agriculture

Florida’s Gross State Product (GSP) was estimated at $380.61 billion in 1997, which
ranked Florida fifth in the nation. Services ranked first, contributing to about one-fourth
of Florida’s GSP. Agriculture only accounted for 1.8 percent of GSP in 1997. Figure 5
shows Florida’s GSP by industry.
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Figure 5: Florida’s GSP by Industry (1997)
Florida's GSP by Industry (1997)
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Source: Enterprise Florida – Florida and Economic Overview (April 2000)

In 1998, Florida ranked second in the nation in terms of agricultural employment,
providing 155,624 jobs in the Agriculture, Forestry, and Fishing Industries. The
agriculture sector, however, only represented about 2.5 percent of total employment in
Florida (see figure 6). Between 1989 and 1998, Florida’s agricultural employment grew
by only 5.7 percent, while that in the nation grew by more than 28 percent.
Figure 6: Florida’s Employment by Industry (1998)
Florida's Employment by Industry (1998)
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Source: Enterprise Florida – Florida and Economic Overview (April 2000)
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Legislative Overview
Over the last few years, there has been little discussion within Congress on orange juice.
More recently, the US citrus industry was involved in the discussions to open the Chinese
market to US citrus (oranges, frozen orange juice concentrate, and grapefruits).
Although the orange juice industry has a strong presence in Congress working with
representatives from the state of Florida, the industry has not fared too well in recent
trade negotiations. Liberalizing measures were included in the Caribbean Basin
Initiative, U.S.-Israel Free Trade Agreement, and NAFTA.
That is not to say that the Florida interests will not put on a fight to defend its interests in
the negotiations of a Free Trade Area of the Americas (FTAA). In a July 22, 1997
testimony on the FTAA before the Subcommittee on Trade of the House Ways and
Means Committee, the CEO of Florida Citrus Mutual (representing the interests of the
Florida orange juice industry) summarized his position as follows: “…the core of our
position can be easily summarized and must be fully acknowledged by U.S. negotiators
and Congress: any trade agreement which further reduces U.S. tariffs on orange juice
and/or fresh citrus imported from Brazil, beyond the levels bound in the Uruguay Round,
will not only contravene assurances made by the U.S. Trade Representative during the
NAFTA negotiations, but will also spell the end of the U.S. industry producing citrus for
processing and fresh channels of trade.”
Since 1998, the citrus industry and specifically the orange industry have focused on the
WTO meeting in Seattle and on Permanent Normal Trade Relations with China (PNTR).
At a hearing dated February 12, 1998 on the U.S. efforts to reduce barriers to trade in
agriculture and held by the Subcommittee on Trade of the House Ways and Means
Committee, Rep. Karen Thurman (D-FL) expressed the views of many within Congress.
On one hand she called for the elimination of inconsistent regulatory requirements,
unequal subsidies and supports, non-tariff barriers and unsatisfactory and unworkable
safeguards and dispute resolution mechanisms. On the other, she stated that: “…U.S.
officials must be careful not to negotiate away the few protections left to American
farmers nor to reduce tariffs and other protections in the U.S.” “We must not unilaterally
disarm by reducing our tariffs or expanding tariff rate quotas on highly import sensitive
products.”
The focus on expanding export markets for the citrus industry is also stressed in a
testimony by the director for Federal Government Affairs of Sunkist Growers. He
provided a long list of problems faced by California’s citrus exports in markets across
Asia (China, Korea, Japan, India, Thailand, Taiwan, and Philippines), as well as the EU
and Australia.
The pressure on Congress and the Administration resulted in the opening of key markets
for the U.S. citrus industry in China. Under the agreement with the United States, China
will lift any remaining restrictions on imports of citrus, reduce tariffs from 40 percent to
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12 percent by 2004, and reduce tariffs on frozen orange juice concentrate and grapefruit
juice from 35 percent to 15 percent by 2004.
Trade Votes
The Senate orange roster includes only 2 Senators representing the state of Florida.
These are Sen. Bob Graham (D) and Sen. Connie Mack (R). Both voted pro-trade in the
4 trade votes (see table 25), including NAFTA that provided Mexican frozen orange juice
privileged access to the American market.
Table 25: Senate Orange Trade Score
PNTR
Africa/CBI
No
0
0
Yes
2
2
Not Cast
0
0
Democrats (no)
0
0
Republicans (no)
0
0
Democrats (tot)
1
1
Republicans (tot)
1
1

Fast Track
0
2
0
0
0
1
1

NAFTA
0
2
0
0
0
1
1

The House orange roster includes 8 Representatives from the leading orange juice
producing districts of Florida. In the 106th Congress, out of the 8 Representatives, 6 were
Republicans and 2 Democrats. They voted overwhelmingly for the Africa/CBI trade bill,
but with smaller margins in favor of the remaining trade bills (see table 26). Out of the 6
Republicans, 4 were considered free traders. Out of the 2 Democrats, one was considered
a free trader the other a protectionist. Representatives are considered free traders if they
vote pro-trade in 2 out of 3, 3 out of 4, or in all votes while serving (a minimum of two
votes is required).
Table 26: House Orange Trade Score
PNTR
Africa/CBI
No
3
1
Yes
5
6
Not Cast
0
1
Democrats (no)
1
0
Republicans (no)
2
1
Democrats (tot)
2
1
Republicans (tot)
6
6

Fast Track
3
4
1
1
2
2
5

NAFTA
2
3
3
0
2
1
4

Although NAFTA posed a potential threat to orange juice producers in Florida, Florida
lawmakers voted in favor of the trade agreement. With the implementation of NAFTA,
U.S. imports of Mexican orange juice grew by 224 percent between 1993 and 1998, but
at the expense of Brazilian exports. The USDA concludes that: “so far, NAFTA has had
little impact on the FCOJ industry, although the potential for increased trade always
remains if production problems arise in the United States or elsewhere.”
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PNTR clearly offered expanded export opportunities for the Florida citrus industry.
Chinese tariffs on oranges will be reduced from 40 to 12 percent by 2004, and on FOJC
from the current 35 percent to 15 percent by 2004. Nevertheless, 2 Republicans and 1
Democrat voted against it. Rep. Michael Bilirakis (R) is a protectionist at heart, having
voted against all trade bills considered by this study, but Reps. Dave Weldon (R) and
Alcee Hastings (D) have mixed vote records.
Campaign Contributions and Lobbying
Total campaign contributions by the fruits/vegetables industry over the last 10 years
totaled $9.5 million. Of the total, $2.9 came from individual contributions, $3.6 million
from PAC contributions, and $3.0 million from soft money contributions. Between 1990
and 2000, Democrats received $3.012 million (32 percent) and Republicans $6.492
million (68 percent). There is no available information on total contributions by the
orange juice industry.
In the 1996 election cycle, the fruit and vegetable industry contributed $1.094 million to
candidates from both parties (29 percent to Democrats and 71 percent to Republicans).
$891,527 went to incumbents. Contributions include PAC money, soft money, and
individual contributions of $200 or more.
US House of Representatives and US Senate 1996 Election Cycle
Total contributed to all candidates:
Total contributed to incumbents:
Total to Democratic candidates:
Total to Republican candidates:

$1,094,702
$891,527
$313,714
$779,663

(81%)
(29%)
(71%)

Table 27: Number of Recipients and Average Contributions (1996 election cycle)
Chamber
# Democrats
# Republicans
Avg. Dem.
Avg. Repub.
House*
65
113
#3,442
$3,672
Senate*
16
32
$3,153
$4,567
Source: Center for Responsive Politics *Members for this election cycle only

US House of Representatives and US Senate 1998 Election Cycle
In the 1998 election cycle, the fruit and vegetable industry contributed $1.036 million to
all candidates. Of the total, 67 percent went to Republican candidates and 33 percent to
Democrats. Contributions include PAC money, soft money, and individual contributions
of $200 or more.
Total contributed to all candidates:
Total contributed to incumbents:
Total to Democratic candidates:
Total to Republican candidates:

$1,036,171
$865,271
$343,407
$692,764
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(84%)
(33%)
(67%)

Average Contributions to Democrats and Republicans in the House remained steady in
the 1998 election cycle compared to 1996, but Democratic Senators benefited from a
considerable increase in average contributions.
Table 28: Number of Recipients and Average Contributions (1996 election cycle)
# Democrats
# Republicans
Avg. Dem.
Avg. Repub.
House*
73
108
$3,164
$3,823
Senate*
20
38
$4,334
$3,507
Source: Center for Responsive Politics *Members for this election cycle only

Largest Contributors
During the 1996 election cycle, fruit and vegetable companies contributed $2 million to
candidates and parties. PAC contributions totaled $582,136, soft money contributions
$810,094, and individual contributions $608,522. Five out of the 20 largest contributors
represent citrus interests from Florida and California (see table 29). Their contributions
accounted for 17 percent of the 20 largest contributions. If one excludes Sunkist
Growers, which operates in California and Texas, total Florida contributions add up to
$122,527 or 6.1 percent of the contributions.
Table 29: Largest Contributors
Rank Organization
2
Sunkist Growers
8
Western Growers Assoc.
11
A. Duda & Sons
12
Florida Citrus Mutual
16
Florida Fruit &
Vegetable Association
TOTAL

Amount ($)
215,800
44,902
31,700
24,350
21,575

Dems (%)
21
30
29
57
33

Repubs (%)
79
70
71
43
67

338,327

Source: Center for Responsive Politics

In the 1998 election cycle, fruit and vegetable companies contributed $1.755 million to
candidates and political parties. Of the total, $577.737 came from individual
contributions, $574,446 from PAC contributions, and $603,192 from soft money
contributions. Among the 20 largest contributors, 7 have interests in the citrus industry
(see table 30). The combined contributions of these 7 companies represent 22 percent of
the total. By excluding Sunkist Growers, total Florida contributions add up to $196,050,
or 11.1 percent of the 20 largest contributions.
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Table 30: Largest Citrus Contributors
Rank Organization
Amount ($)
3
Sunkist Growers
191,750
6
Southern Gardens Citrus
50,250
9
Western Growers Assoc.
36,850
10
A. Duda & Sons
36,250
11
Clements Citrus Sales
28,400
14
Florida Citrus Mutual
22,550
16
Florida Fruit and
21,750
Vegetable Association
TOTAL
387,800

Dems (%)
35
0
12
34
0
55
32

Repubs (%)
65
100
88
66
100
45
68

Source: Center for Responsive Politics

PAC Contributions
Among the House members that are covered by this study, Reps. Mark Foley (R-FL) and
Alcee Hastings (D-FL) are the largest recipients of orange industry contributions. In the
1996 election cycle both received $3,500 in PAC contributions. The amounts in the 1998
elections, however, were smaller. Another recipient of orange industry contributions was
Rep. Charles Canady (R-FL), who received a total of $4,000 in PAC contributions in the
1998 election cycle from the following organizations: Cargill ($2,000), A. Duda & Sons
($1,000), and the Florida Fruit and Vegetable Associaton ($1,000). Except for a $2,000
contribution by Cargill to Senator Bob Graham in 1998, no major PAC contribution was
traced to both Florida Senators in the 1996 and 1998 election cycles.
US Trade Overview
Before the Canada Free Trade Agreement, the MFN tariff on frozen concentrated orange
juice (FCOJ) was 35 cents per single-strength equivalent (SSE) gallon. Under the
Uruguay Round agriculture agreement, the orange juice tariff rate declines 15 percent
over 6 years from the initial 9.25 cents per liter to 7.85 cents per liter by the year 2000.
Under NAFTA, all U.S. tariffs on Mexican orange juice are to be phased out over a 15year transition period. Under the U.S. tariff-rate quota (TRQ), 40 million SSE gallons of
FCOJ and 4 million SSE gallons of single-strength orange juice (SSOJ) may enter the
United States from Mexico each year, subject to the reduced tariff rate of half the MFN
rate. Mexican exports in excess of these quotas are subject to an over-quota tariff.
During the first 5 years of the transition, the over-quota tariff declined 15 percent from
the 1993 MFN level. Over the second 5 years, the tariff is constant. During the last 5
years, the rate declines to zero. When the over-quota rate finally falls below the in- quota
rate, the over-quota rate will apply to all imports from Mexico and the quota will be
eliminated. All Mexican citrus juice exports to the United States must be made entirely
of fruit produced in the NAFTA countries.
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A snapback provision was included to protect U.S. producers from sudden surges in
imports from Mexico. If these imports exceed a certain volume and if the domestic price
falls below a certain level, the MFN tariff rate is automatically re-instated. For 19942002, the volume threshold for snapback is 70 million SSE gallons. For 2003-07, it is 90
million SSE gallons.
There is no tariff for single-strength orange juice from the Caribbean Basin Initiative
countries, Israel, Andean Trade Preference countries, and the tariff for Canada was
eliminated in 1998. NAFTA includes a snapback provision with Canada to MFN rates
until 2008.
Orange juice trade between the United States and Latin America is mostly in one
direction, with the United States importing from Brazil, Mexico, and to a lesser extent
Belize, Honduras, and Costa Rica. Latin America imports very little orange juice,
accounting for only 3 percent of U.S. orange juice exports in 1996/97.
Imports account for less than 20 percent of U.S. consumption during good crop years.
Brazil accounts for about 60 percent of the imports. Orange juice from Brazil is used
early in the juice-processing season to blend with Florida oranges to get the desired color
and flavor blend. In recent years, several major orange juice processors located in Brazil
have bought processing plants in Florida. These processors have invested in the Florida
citrus industry to maintain a presence for Brazilian orange juice in the United States.
In 1994, Mexico exported 46 million SSE gallons of orange juice to the United States,
almost filling the FCOJ quota but not the SSOJ quota. In 1995, exports increased to 68
million SSE gallons, virtually filling both the FCOJ and SSOJ quotas (97 and 95 percent
filled). In 1996, Mexico exported 49 million SSE gallons to the United States. In 1997,
it exported 40 million SSE gallons. This amount nearly filled the FCOJ quota but only
filled 56 percent of the SSOJ quota. In 1998, Mexican exports reached 67 million SSE
gallons (valued at $4 million), as Mexico's share of the U.S. market grew at Brazil's
expense. In that year, Mexico filled 99.6 percent of its FCOJ quota but only 60 percent
of its SSOJ quota.
USDA forecasts Brazil's FCOJ production for 2000 to be down 18 percent and exports to
be down 9 percent from 1999.
U.S. orange juice exports increased 7 percent during October 1999 to June 2000 from the
same time a year ago. Shipments to the Netherlands rose 180 percent. The Netherlands is
often a trans-shipment destination for other European countries. Exports to Canada, the
largest market for U.S. orange juice, dropped 5 percent.
Conclusions
The value of the citrus crop in 2000 was $2.64 billion. Of the total, oranges accounted
for $1.75 billion, or 66.3 percent. Florida accounts for 76 percent of the U.S. citrus
production, but is responsible for 95 percent of orange juice manufactured in the nation.
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California is the second largest producer of oranges, but its production is geared toward
the fresh market.
The 1999/2000 orange crop generated $1.3 billion dollars for Florida. Based on 1997
U.S. census data, this would rank oranges second in terms of value after nursery and
greenhouse.
Also according to the 1997 Census, agriculture only accounted for 1.8 percent of
Florida’s Gross State Product (GSP), second lowest after the mining industry. In 1998,
Florida ranked second in the nation in terms of agricultural employment, providing
155,624 jobs. The agriculture sector, however, only represented about 2.5 percent of
total employment in Florida.
There has been little activity in Congress on oranges or orange juice. The orange juice
industry was active during the NAFTA debate and again during the China PNTR
discussions. In the NAFTA debate, Mexico obtained concessions from the U.S. to export
frozen orange juice into the U.S., but the U.S. citrus industry obtained sizable
concessions from China in return for WTO accession. On a general basis, the orange
juice industry supports U.S. efforts to open new export markets, but resists ideas to
reduce U.S. barriers to orange juice imports.
The trade vote record of Florida Senators is pro-trade, both having voted for all trade bills
considered by this study. House Representatives of the districts included in this study
have a mixed trade vote record, but as a group have voted in favor of trade.
The orange juice industry has not made large contributions to political candidates and
parties in the last two election cycles (1996 and 1998). In 1996, the largest orange juice
industry contributions added up to $338,327 and in 1998 to $387,800. These two
contributions account for 17 and 22 percent of total fruit and vegetable contributions in
1996 and 1998 election cycles. By taking the arithmetic average of 17 and 22 and
applying that percentage rate to the dollar value of the total contributions made by the
fruit and vegetable industries between 1990 and 2000, one obtains an approximate dollar
value of the money spent by the orange juice industry over these 10 years. That total
would be approximately $1.85 million.
Little PAC money from the orange juice industry went to the Senators and
Representatives included in the study.
From the above, it is concluded that (1) the orange juice industry is concentrated in
Florida, (2) the economic weight of the orange juice industry is small when compared to
other sectors of the Florida economy, (3) the orange juice industry has not been very
active in the U.S. Congress over recent years, (4) the orange juice industry has not made
large campaign contributions, (5) the orange juice industry has not extensively
contributed money to Florida legislators covered by this study, and (6) Florida legislators
covered by the study are free-traders.
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In the context of the FTAA, the orange juice industry will put on a strong fight to protect
its market, but economic interests restricted to one state, low campaign contributions by
the industry, and weak presence in Congress will play against it.
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Table 31: Senate Orange Roster
PREFIX
Senator
Senator

FIRST
Bob
Connie

LAST
Graham
Mack

STATE PARTY PAC/96 PAC/98 PNTR AFRICA FAST TRACK NAFTA
FL
D
12,000
0Y
Y
Y
Y
FL
R
21,550
0Y
Y
Y
Y

Table 32: House Sugar Roster
PREFIX
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.

FIRST
Michael
Jim
Charles
Dan
Porter
Dave
Mark
Alcee

LAST
Bilirakis
Davis
Canady
Miller
Goss
Weldon
Foley
Hastings

STATE/DISTRICT COUNTY
PARTY PAC/96 PAC/98 PNTR
FL-9
Hillsborough
R
0 1,000 N
FL-11
Hillsborough
D
2,000 1,000 Y
FL-12
Desoto, Hardee, Highlands, Polk R
2,000
0Y
FL-13
Hillsborough, Manatee
R
0
0Y
FL-14
Collier
R
0
0Y
FL-15
Indian River, Polk
R
1,100
500 N
FL-16
Hendry, Highlands, Martin, St.Lucie R
16,700 1,500 Y
FL-23
Hendry, Martin, St. Lucie
D
3,500
500 N
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AFRICA
N
Y
Y
Y
Y
Y
Y
N/V

FAST TRACK
N
Y
N
Y
N/V
Y
Y
N

NAFTA
N
N/C
N
Y
Y
N/C
N/C
Y

Poultry
Introduction
This chapter covers the poultry and more specifically the broiler industry in the United
States. The Economic Overview section provides recent economic data about the poultry
industry in the United States and looks at the economic importance of the broiler industry
to the five leading broiler-producing states. The Legislative Overview section covers
discussions in Congress about the Export Enhancement Program (EEP) and financial
relief to farmers. The section also provides an analysis of the trade vote records of
members of the House and Senate from leading poultry producing states. The Campaign
Contributions and Lobbying section provides an overview of campaign contributions by
the poultry and egg industries over the last ten years, as well as PAC contributions during
the 1996 and 1998 election cycles. The chapter closes with general conclusions.
Economic Overview
After relatively strong production increases in most of the 1990’s, the U.S. broiler
industry in 2000 is slowing its rate of expansion. U.S. broiler production over the first 7
months of 2000 totaled 17.8 billion pounds, 2 percent higher than the previous year. The
forecast for 2000’s total production is for a 3 percent increase from 1999. Adding to
upward pressure on prices is smaller stocks in cold storage.
The combined value of production from broilers, eggs, turkeys and the value of sales
from chicken in 1999, was $22.4 billion, up slightly from the $22.3 billion in 1998. Of
the combined total, 68 percent was from broilers, 19 percent from eggs, 13 from turkeys,
and less than 1 percent from other chickens (USDA).
The value of broilers produced during 1999 was $15.1 billion, down slightly from 1998.
The total number of broilers produced in 1999 was 8.15 billion, up 3 percent from 1998.
The total amount of live weight broilers produced in 1999 was 40.8 billion pounds, up 6
percent from 1998. The 1999 average price per pound on a live weight equivalent basis
was 37.1 cents per pound, compared to 39.3 cents per pound in 1998.
The value of sales from chickens (excluding broilers) in 1999 was $67.7 million, down
10 percent from the $75.5 million a year ago. Prices averaged 7.0 cents per pound,
compared with 8.1 cents in 1998. The number of chickens sold in 1999 totaled 205
million, up 6 percent from the total sold during the previous year.
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Figure 7: Value of Production of Poultry (1999)
Value of Production, US 1999
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Source: USDA

The following table provides data on the value of production of broilers and the value of
sales of chicken over the last 5 years.
Table 33: Value of Production and Sales per Year ($1,000)
Year
Broilers (1)
Chickens (2)
1995
11,762,222
60,153
1996
13,903,479
59,187
1997
14,158,926
71,461
1998
15,144,551
75,542
1999
15,128,840
67,724
Source: USDA Poultry Report
(1) excludes states which produced less than 500,000 broilers
(2) value of sales

The five leading broiler-producing states are, in order of production value: Georgia,
Arkansas, Alabama, North Carolina, and Mississippi. Table 34 shows the value of
production of broilers and value of sales of chicken for the largest 5 states.
Table 34: Value of Production (Broilers) and Sales (Chicken) in $1,000
States
Chickens (sales)
Broilers (production)
1998
1999
1998
1999
Georgia
18,443
12,943
2,386,382
2,293,445
Arkansas
8,278
9,796
2,135,182
2,168,718
Alabama
11,431
9,737
1,806,720
1,882,178
North Carolina
4,814
5,735
1,418,643
1,430,235
Mississippi
7,243
6,961
1,369,663
1,323,180
Source: USDA (National Agricultural Statistics Service) Poultry – Production and Value 1999
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According to the 1997 Census of Agriculture, the 5 leading counties in terms of value of
poultry and poultry products sold are:
Table 35: Leading poultry counties
State
County
Delaware
Sussex
Virginia
Rockingham
Alabama
Cullman
Arkansas
Washington
Arkansas
Benton

Value ($1,000)
400,943
335,681
309,485
306,985
294,907

Source: 1997 Census of Agriculture – Ranking of States and Counties

Georgia
The total farm value of poultry and eggs produced in Georgia decreased 3 percent to
$2.69 billion for the 1999 production year. The value of production from broilers totaled
$2.29 billion, down 4 percent from 1998. Production, however, increased 3 percent from
1998. In 1999, Georgia accounted for 15 percent of the nation’s total broiler production.
Broilers account for 85.4 percent of the poultry business in Georgia. The average price
received per pound for broilers in 1999 was 37.0 cents per pound, down 3.5 cents from
the 1999 average price. The sale of chickens excluding broilers totaled 19.9 million birds
with a value of sales of $12.9 million.
In 1997, Georgia had 42 establishments in the poultry processing industry generating
30,435 jobs.
Arkansas
The value of production of commercial broilers in Arkansas increased 1.57 percent to
$2.17 billion in 1999. The production of broilers increased from 5.62 billion pounds in
1998 to 5.86 billion pounds in 1999. The average price per pound decreased 1 cent to 37
cents per pound in 1999. The inventory value of chickens increased from $119.8 million
in 1998 to 131.4 million in 1999. Production increased 9.6 percent to 25.7 million in
1999. In 1997, Arkansas employed 33,409 employees in the poultry processing business
at 43 establishments.
Alabama
Alabama broiler producers marketed 971.2 million birds during the 1999 marketing year,
an increase of 5 percent from 1998. Cullman was the leading broiler county, followed by
DeKalb, Marshall, Blount and Coffee. In 1999, the value of production amounted to
$1.88 billion, up 4 percent from the previous year. The average price per pound in 1999
was 38 cents. The total value of chickens was 87.1 million in 1999, a 0.8 percent
increase from the previous year.
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In the last 20 years, the number of farms in the state declined from 76,000 to 49,000 and
farmland decreased more than 33 percent – from 14.4 to 9.5 million acres. Alabama’s
agricultural economy, once dominated by field crops, is now dominated by poultry,
timber, and livestock. Farm income has increased significantly with total farm and
forestry receipts increasing from $2.1 billion in 1978 to $4.7 billion in 1998, a 125
percent increase. Poultry, timber, and livestock accounted for 76 percent of all farm and
forestry receipts in 1998. Poultry (broilers and eggs) alone accounted for 43 percent of
the state’s total.
Figure 8: Agriculture and Forestry Cash Receipts - 1998
Agriculture and Forestry Cash Receipts 1998

forestry
dairy
eggs
soybeans

11%

1%4%

3%1%

cattle

22%

4%
1%

1%

broilers
hogs
cotton

38%

5%

other

1%

fruits/veg

8%

orn hort
peanuts
catfish

Source: Alabama Agricultural Statistics Service – Poultry Review 1999

In 1999, agricultural industries accounted for $43 billion or 22 percent of the state’s total
output value, 21 percent of jobs, 15 percent of payroll, and 16 percent of the state’s
value-added contributions. According to the 1997 Agricultural Census, 30
establishments employed 19,944 workers in the poultry processing business.
North Carolina
The total value of production of broilers in 1999 was $1.43 billion, a 0.8 percent increase
over 1998. North Carolina produced 674,600 broilers at an average price per pound of 37
cents, down from 39.5 cents in 1998. The value of sales of chickens was $5.7 million in
1999, up from $4.8 million in 1998. In 1999, 9.9 million chickens were sold at an
average price per pound of 8 cents.
Poultry (broilers, turkeys, eggs, and other poultry) accounted for 30.5 percent of cash
receipts in 1999. Broilers accounted for 19.8 percent, or $1.43 billion as noted above.
Broilers ranked first in terms of farm cash receipts in 1999. According to the 1997
Agricultural Census, the poultry processing business employed 18,166 workers at 29
establishments.
Mississippi
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The combined value of production from broilers, eggs and sales from chicken in 1999
was $1.488 billion down from $1.534 billion in 1998. Mississippi farmers produced 722
million heads of broilers in 1998 and 735 million in 1999. The value of production
decreased from $1.369 billion in 1998 to $1.323 in 1999 as the price per pound decreased
from 39 cents in 1998 to 36 cents in 1999. In 1999, Mississippi produced 194 million
pounds of chickens. From 1996 to 1998, broilers ranked as the number one commodity
in cash receipts, followed by cotton and soybeans.
According to the 1997 Agricultural Census, 15,952 workers were employed at 25 poultry
processing establishments.
Legislative Overview
This section will focus on the discussions in Congress about the Export Enhancement
Program (EEP) managed by the U.S. Department of Agriculture (USDA).
The Export Enhancement Program
The EEP was announced by the USDA on May 1985 and is operated under the authority
of the Agricultural Trade Act of 1978 as amended, the Uruguay Round Agreements Act,
and the Federal Agriculture Improvement and Reform Act of 1996. Consistent with its
export subsidy commitments under the Uruguay Round Agreement on Agriculture, the
United States has established annual ceilings by commodity with respect to export
quantities (effective July 1995) and budget outlays (effective October 1995).
The EEP helps products produced by U.S. farmers meet competition from subsidizing
countries, especially the European Union. Under the program, the USDA pays cash to
exporters as bonuses, allowing them to sell U.S. agricultural products in selected
countries at prices below the exporter’s cost of acquiring them. The following products
are eligible under the program: wheat, wheat flour, rice, frozen poultry, barley, barley
malt, table eggs, and vegetable oil.
The USDA considers four criteria to select the commodities and countries, which meet
the EEP’s trade policy objectives:
Trade policy effect: Must have the potential to further the U.S. trade policy strategy of
opposing competitor’s subsidies and other unfair trade practices.
Export Effect: Must demonstrate their potential to develop, expand, or maintain markets
for U.S. agricultural commodities while considering the U.S. historical market share and
long-term commercial relationships.
Effects on Non-subsidizers: Initiatives will not be approved if they might have more than
a minimal effect on non-subsidizing exporters in the market.
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Subsidy Requirements: USDA compares the subsidy requirements of EEP initiatives to
expected benefits.
As part of the reforms imposed by the 1996 Federal Agriculture Improvement and
Reform Act of 1996 (FAIR), expenditures for the EEP were capped for each fiscal year
through 2002 at $350 million (FY1996), $250 million (FY1997), $500 million (FY1998),
$550 million (FY1999), $579 million (FY2000), $478 million (FY2001), and $478
million (FY2002).
Overview
Since the late nineties, the Clinton Administration has been under fire by Congress for
not fully funding the EEP or not utilizing it for such commodities as wheat. During 1997,
Reps. Jerry Moran (R-KS) and Frank Lucas (D-OK) were vocal critics of the Clinton
Administrations’ “reluctance” to use the program. On the other hand, members of
Congress were also pushing for the elimination of such programs as the EEP. April
1997, Rep. Peter Visclosky (D- IN) introduced Bill H.R. 1340 (The Corporate
Responsibility Act) to eliminate or reform twelve federal programs that provide subsidies
to U.S. business. The Bill amends the Agricultural Trade Act of 1978 to repeal: (1) title
III (Export Enhancement Program); and (2) the market promotion program provisions. It
is only co-sponsored by 5 Congressional representatives: Reps. Sanford (R-SC), Lipinski
(D-IL), Frelinghuysen (R-NJ), and then Reps. Barett and Pappas. After being referred to
the Committee on Ways and Means, in addition to the Committees on Resources,
Agriculture, Science, Banking and Financial Services, Budget, and Transportation and
Infrastructure, it was referred to several subcommittees and died.
In 1998, pressure on the Clinton Administration was mounting. As the USDA was
holding back on the EEP, House GOP leaders introduced legislation that would provide
farmers with $5.5 billion to cope with what they qualified as “low prices for American
farmers’ products”. The Emergency Farm Financial Relief Act introduced in the House
on July 17, 1998 would allow farmers the option of receiving all of the $5.5 billion
Agriculture Market Transition Act (AMTA) contract payments for Fiscal Year 1999
immediately, instead of through six-month increments over the course of 1999. The
House and companion bill in the Senate (S 2344) were quickly approved. It passed by
unanimous consent in the Senate July 30, by voice vote in the House on August 3, and
was signed into law by the President on August 12.
In 1999, members of both Houses continued to express their dissatisfaction with the
Clinton Administration’s failure to fully utilize EEP funds. August 8, 1999, Rep. Frank
Lucas (D-OK) made the following statement: “Doesn’t help that the Administration is
unwilling to use the Export Enhancement Program to open up other financially stable
foreign markets as was originally part of the plan under the 1996 Farm Bill”.
This was after the USDA set a one-year allocation (July 1999-June 2000) for 20,210
metric tons of frozen poultry to six Middle Eastern countries (Egypt, Jordan, Lebanon,
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Oman, United Arab Emirates, and Yemen) under the EEP. None of the other EEPeligible products were contemplated by the USDA.
Congress’ distrust vis-à-vis the Clinton Administration’s commitment to reach out to the
interests of the farm community had the Senate pass its version of the 2000 Agriculture
Appropriations Act with $7.4 billion in emergency agriculture aid. Of that Senate aid,
$5.4 billion was dedicated to doubling the 1999 market transition payments to producers
to a total of $10.8 billion.
A quote by Rep. Frank Lucas (D-OK) clearly states many Congressional representatives’
views on farm aid. “The use of the market transition payment for distributing aid to
producers may be more important than some realize. These payments were established as
part of the “Freedom to Farm Act “ in 1996. Because these payments were established
by law, they are one of the most immediate ways to put much-needed aid into the hands
of struggling producers. As I said earlier, we learned from our experience in 1998 when
we put distribution decision-making in the hands of the USDA, and we will do all we can
to avoid that this year”.
Pressure on the Clinton Administration and the USDA continued into 2000. June 21, the
House Agriculture Committee held a hearing to discuss the USDA’s export and market
promotion programs. During the hearing, Members questioned Secretary of Agriculture
Glickman as to whether the USDA is maximizing use of programs such as the EEP and
the Dairy Export Incentive Program (DEIP). The Chairman of the Committee, Rep.
Combest (R-TX), raised his concerns that while a total of $2 billion was authorized for
EEP from 1996 through 2000, less than $10 million of those funds had been used.
At the same hearing Rep. Doc Hastings (R-WA) urged the House Agriculture Committee
to expand agricultural export and promotion programs for the agriculture industry. Rep.
Hastings had introduced legislation (HR 3593) to increase funding for the Market Access
Program (MAP) and Foreign Market Development Program (FMDP). The programs
provide matching funds for commodity groups and small businesses to conduct market
research, technical assistance, trade servicing, advertising, and consumer promotion
abroad. The increase in funding in those programs would come from unspent funds from
the EEP. The Bill was referred to the House Agriculture Committee February 2000.
July 3, 2000, the USDA announced the invitation to acquire CCC bonus for frozen
poultry under the EEP. It made the invitation available for exports to Egypt, Jordan,
Lebanon, Oman, United Arab Emirates, and Yemen at the same maximum quantity as the
previous year of 20,210 metric tons.
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Trade Votes
The Senate poultry roster includes 10 Senators from the five leading poultry producing
states. In 2000, out of the 10 Senators, 6 were Republicans and 4 Democrats. In the four
trade votes covered by this study, the Senators roughly split 50/50 on the NAFTA, Fast
Track, and Africa/CBI trade bills. They came out strongly in support of PNTR (see table
36). Four out of the 4 Democrats and 4 out of the 6 Republicans voted for PNTR.
Overall, 3 Republicans were considered free traders and 3 protectionists, while only one
Democrat was considered free trader (there was insufficient data or a 50/50 split for the
other 3 Democrats). A Representative is considered free trader if he/she votes pro-trade
in 2 out of 3, 3 out of 4, or for all trade votes while serving.
Table 36: Senate Trade Votes
PNTR
No
2
Yes
8
Not cast
0
Democrats (no)
0
Republicans (no)
2
Democrats (tot)
4
Republicans (tot)
6

Africa/CBI
5
4
1
2
3
3
6

Fast Track
3
4
3
0
3
1
6

NAFTA
2
2
6
0
2
0
4

The House poultry roster (table 45 at end of chapter) includes 14 Representatives from
leading poultry producing districts in the 5 selected states. In 2000, out of the 14
Representatives 11 were Republicans and 3 Democrats. They voted against PNTR (8x6),
were neutral on the Africa/CBI trade bill (6x6) and Fast Track (6x5), and voted in favor
of NAFTA (2x5) (see table 37). Based on their trade vote record, the Republicans were
considered protectionists. Out of eleven, seven predominantly voted against free trade.
Out of the three Democrats, two were considered protectionists and one free trader. A
Representative is considered protectionist if he/she votes against a trade bill in 2 out of 3,
3 out of 4, or on all trade votes while serving.
Table 37: House Trade Votes
PNTR
No
8
Yes
6
Not cast
0
Democrats (no)
2
Republicans (no) 6
Democrats (tot)
3
Republicans (tot) 11

Africa/CBI
6
6
2
1
5
2
10

Fast Track
6
5
3
1
5
2
9

NAFTA
2
5
7
1
1
1
6

Although the impact of trade agreements on the domestic industry and exports is
sometimes difficult to predict, NAFTA provided the U.S. poultry industry with one of its
biggest export markets – Mexico. And exports to Canada have also been increasing.
House Members of poultry producing districts supported NAFTA, and Senators were
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equally divided. On the other hand, House Members voted 8 to 6 against PNTR. China
too, is a leading export market for American poultry and tariffs will be reduced from 20
to 10 percent in 2004. Besides, China has agreed that any entity will be able to import
most products, including meat and meat products, into any part of China, and that it will
eliminate export subsidies for agricultural products when it joins the WTO, benefiting
U.S. agricultural products competing in third-country markets. Senators of poultry
producing states voted overwhelmingly in favor of PNTR (8 to 2).
Campaign Contributions and Lobbying
Over the last ten years, between 1990 and 2000, the poultry and egg industries
contributed approximately $6 million to candidates and political parties in 6 election
cycles. Out of the $6 million, $2.1 came from individuals, $2.7 from PACs, and $1.1
from soft money contributions. A total of $3.8 million or 64 percent went to Republicans
and $2.1 million went to Democrats (36 percent). Over this ten-year period, total
contributions to Republicans increased from 38 percent in the 1990 election cycle to 80
percent in the 2000 election cycle. A major shift occurred during the 1996 election cycle
when 80 percent of the contributions went to Republicans. This could be partially
explained by the larger number of Republican incumbents in poultry producing states and
districts. If the sample of 14 districts described above is representative, then the
assumption holds true.
In the 1996 election cycle, the poultry and egg industries contributed $1.013 million to all
candidates. 74 percent went to Republican candidates and 26 percent to Democrats (see
data below). In the 1998 election cycle, contributions went down to $741,756 but the
relative percentage remained stable with 68 percent going to Republicans and 32 percent
to Democrats. Also in the 1998 cycle, average contributions to House candidates from
both parties went up and average contributions to Senate candidates from both parties
went down.
US House of Representatives and U.S. Senate 1996 Election Cycle
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$1,013,826
$ 706,676
$ 264,500
$ 749,326

(70%)
(26%)
(74%)

Table 38: Number of Recipients and Average Contributions (1996 Election Cycle)
Chamber
House
Members*
Senate
Members *

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

59

104

$1,843

$2,690

17

37

$3,029

$6,437

Source: Center for Responsive Politics *Members for this election cycle only
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US House of Representatives and U.S. Senate 1998 Election Cycle
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$
$
$
$

741,756
640,806
238,240
503,516

(86%)
(32%)
(68%)

Table 39: Number of Recipients and Average Contributions (1998 Election Cycle)
Chamber

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

59

93

$2,791

$3,060

18

33

$2,472

$4,457

House
Members*
Senate
Members *

Source: Center for Responsive Politics *Members for this election cycle only

Largest Contributors
The following two tables provide information about the 10 largest poultry and egg
industry contributors in the 1996 and 1998 election cycles.
Table 40: Top Contributors in the House and Senate (1996 Election Cycle)
RANK
ORGANIZATION
AMOUNT
DEMS REPUBS
1
Pilgrim’s Pride Co.
$406,550
4%
96%
2
Tyson Foods
$244,900
35%
64%
3
National Broiler Council
$136,000
20%
80%
4
Gold Kist
$83,281
19%
81%
5

Perdue Farms

$57,160

28%

72%

6

Foster Poultry Farms

$53,000

24%

76%

7

Fieldale Farms Corp

$36,200

8%

86%

8

Seaboard Corp

$25,900

20%

80%

9
10

American Poultry Intl.
Sanderson Farms

$21,005
$12,250

0%
12%

77%
88%

Source: Center for Responsive Politics
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Table 41: Top Contributors in the House and Senate (1998 Election Cycle)
RANK
ORGANIZATION
AMOUNT
DEMS REPUBS
1
Tyson Foods
$130,550
37%
63%
2
Pilgrim’s Pride Corp
$129,475
17%
83%
3
National Broiler Council
$120,000
28%
73%
4
Perdue Farms
$ 92,920
16%
84%
5

Gold Kist

$ 90,618

6%

94%

6

Seaboard Corp

$ 35,725

33%

67%

7

Prestage Farms

$ 25,440

4%

96%

8

Fieldale Farms

$ 22,700

0%

100%

9
10

Sanderson Farms
Norco Ranch

$ 19,900
$ 16,650

15%
69%

85%
31%

Source: Center for Responsive Politics

PAC Contributions
Tyson Foods and the National Broiler Council are among the largest PAC contributors.
Tyson contributed $46,500 in PAC money to candidates in the 1998 election cycle of
which 62 percent went to Republican candidates. The National Broiler Council
contributed $120,000 in PAC money to candidates in the 1998 election cycle, of which
72.5 percent went to Republicans.
Overall, the poultry and egg industries were generous PAC contributors to a number of
political candidates from the 5 states covered by this study. For instance, Sen. Tim
Hutchinson (R-AR), Sen. Max Cleland (D-GA), Sen. Jesse Helms (R-NC), Sen. Richard
Shelby (R-AL), Rep. Nathan Deal (R-GA), and Rep. Charles Pickering (R-MS) were
among the top 20 recipients of PAC contributions by the poultry and egg industries (see
table 42). The poultry and egg industry is Sen. Hutchinson’s 15th largest contributor by
industry with $36,000 (PAC and individual contributions over $200) between 1995-2000.
Tyson’s Foods is his second largest contributor over the same period of time at $13,500
(PAC and individual contributions over $200). Sen. Cleland is the 6th largest recipient of
contributions from the poultry and egg industry. In the 1998 race, Rep. Deal was the 13th
largest recipient of contributions from the poultry and egg industries. He received $7,250
(PAC and individual contributions over $200). In the 1996 election cycle, he was the 10th
recipient receiving $17,750.
Out of the 20 largest recipients of PAC contributions from the poultry and egg industries
in the 1996 election cycle, 14 candidates were running for office in the 8 largest broilerproducing states (marked in yellow).
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Table 42: Top 20 Recipients of Poultry Industry Contributions (1996 Election Cycle)
Rank Candidate
Office
Amount
1

Gramm, Phil (R) - TX

Senate

$32,250

2

Wilson, Pete (R)

President

$31,750

3

Hutchinson, Tim (R) - AR

Senate

$29,000

4

Dole, Bob (R)

President

$28,500

5

Roberts, Pat (R) - KS

Senate

$22,500

6

Millner, Guy (R) - GA

Senate

$21,750

7

Hardin, Lu (D) - AR

Senate

$21,150

8

Cleland, Max (D) - GA

Senate

$18,100

9

Deal, Nathan (R) - GA

House

$17,750

10

Helms, Jesse (R) - NC

Senate

$16,750

11

Warner, John (R) - VA

Senate

$16,500

12

Isakson, John H (R) - GA

Senate

$14,700

13

Condit, Gary (D) - CA

House

$13,250

14

Coverdell, Paul (R) - GA

Senate

$12,631

15

Chambliss, Saxby (R) - GA

House

$12,500

16

Boehner, John (R) - OH

House

$12,250

17

Shelby, Richard (R) - AL

Senate

$12,000

18

Berry, Marion (D) - AR

House

$11,750

19

Merritt, Ed (R) - TX

House

$11,500

19

Pickering, Charles "Chip" Jr (R) - MS

House

$11,500

Source: Center for Responsive Politics

In the 1998 election cycle, Sen. Blanche Lambert (D-AR), Sen. Richard Shelby (R-AL),
and Rep. Charles Pickering (R-MS) were among the top 20 recipients of contributions
from the poultry and egg industries. Out of the 20 largest recipients of contributions from
the poultry and egg industries, 12 candidates were running for office in the 8 largest
broiler-producing states.
Poultry interests also contributed $13,000 (8th largest contribution in the 1998 election
cycle) to Rep. Larry Combest (R-TX), who besides representing the 6th largest broilerproducing state is Chairman of the House Agriculture Committee. Rep. Combest
mentioned the Export Enhancement Program during a hearing called by his Committee.
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Lobbying Firms
Following is a list with some of the most prominent lobbying firms hired by the poultry
and egg industries.
•
•
•

Watkins, Ludlam et al
Podesta Associates Incorporated
Kelly & Associates

In 1997, the poultry and egg industries spent $490,000 in lobbying activities. Table 43
provides a breakdown of these expenses.
Table 43: Lobbying Expenses (1997)
Client
California Poultry Industry Federation
Fieldale Farms
National Broiler Council
National Turkey Federation
Perdue Farms
Seabord Corp.
Tyson Foods
United Egg Association
United Egg Producers
TOTAL

Lobbying Expense
$20,000
$20,000
$120,000
$80,000
$60,000
$25,000
$140,000
$20,000
$20,000
$490,000

US Trade Overview
In 2000, the export picture for the broiler industry became once again a bright spot, with
shipments forecast to increase 7 percent. Broiler export growth had outpaced production
growth between 1990 and 1997, strengthening domestic prices. After two years of slow
or little growth in exports, most major broiler markets will import considerably more in
2000. The major markets for U.S. broiler exports are: Russia, Mexico, and China/Hong
Kong, which together accounted for 69 percent of U.S. broiler exports over the first 7
months of 2000.
In the first 7 months of 2000, broiler exports have surged to 3.2 billion pounds, up 24
percent from the previous year. While the pace of exports is expected to slow somewhat
in the second half of 2000, the total for the year is expected to be a record 5.2 billion
pounds.
Conclusions
The poultry, and more specifically the broiler industry, plays an important economic role
in a number of states. The combined value of production from broilers, eggs, turkeys,
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and the value of sales from chickens in 1999, was $22.4 billion. Of the combined total,
68 percent was from broilers, or $15.1 billion.
Georgia is the largest broiler-producing state. The value of its broiler production was
$2.29 billion in 1999 and supported 30,435 jobs. Combined, the value of broiler
production in the five largest broiler-producing states is $9.17 billion. The broiler
industry in those five states generates 117,906 jobs. In Alabama, the broiler industry
accounts for 38 percent of the state’s farm and forestry cash receipts and in North
Carolina, broilers ranked first in terms of cash receipts in 1999.
The broiler and egg industries have been fairly active in the US Congress, lobbying on a
number of regulatory issues, but also on the utilization of the Export Enhancement
Program (EEP). As part of the reforms imposed by the 1996 Federal Agriculture
Improvement and Reform Act of 1996 (FAIR), expenditures for the EEP were capped by
Congress for each fiscal year through 2002 at $350 million (FY1996), $250 million
(FY1997), $500 million (FY1998), $550 million (FY1999), $579 million (FY2000), $478
million (FY2001), and $478 million (FY2002).
Nevertheless, the Clinton Administration has only sparingly used the EEP to help U.S.
exporters to compete with countries that provide subsidies to its farm products. A
number of Congressional Representatives have expressed their anger at the
Administration’s reluctance to use the EEP. The mounting distrust had legislators look at
alternate ways to help its constituencies. By expanding the market transition payments
established by the 1996 Farm Bill and increasing emergency funds due to droughts or
floods, Congress was able to support farmers without the interference of the
Administration, which is concerned with the U.S.’s obligations under the WTO and
relationships with its trading partners.
Members of the House and Senate covered by this chapter don’t have a consistent trade
vote record. House Members supported NAFTA probably in part due to the potential for
expanding poultry exports to Mexico. Senators split 50/50 on NAFTA. Today, Mexico
is one of the largest export markets for U.S. poultry. China will also provide expanded
export opportunities for U.S. poultry, however, House Members voted against it while
Senators voted in favor of China PNTR. Out of the 11 Republican Senators, 7 were
considered protectionists, and out of the 3 Democratic Senators, 2 were considered
protectionists. Out of the 6 Republican House Members, 3 were considered protectionists
and out of the 4 Democrats, one was considered a free trader (there was insufficient data
to qualify the remaining Members).
Members of Congress covered by this chapter were recipients of PAC, individual, and
soft money contributions by the poultry and egg industries. Over the last ten years,
between 1990 and 2000, the poultry and egg industries contributed approximately $6
million to candidates and political parties in 6 election cycles. Out of the $6 million, $2.1
came from individuals, $2.7 from PACs, and $1.1 from soft money contributions. A total
of $3.8 million or 64 percent went to Republicans and $2.1 million went to Democrats
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(36 percent). In 1997, the poultry and egg industries spent $490,000 in lobbying
activities.
Most of the corporations and associations representing poultry interests have contributed
money to legislators covered by this study. In the 1996 and 1998 election cycles, over 50
percent of the members of Congress representing leading broiler-producing states or
districts were among the top 20 recipients of contributions from the broiler and egg
industries.
From the above one can conclude that (1) the broiler industry plays and important
economic role nationally and is relevant to a number of states, (2) the industry has been
somewhat active in Congress on matters related to international trade (mostly EEP), (3)
the Administration and Congress are at disagreement over the utilization of the EEP, (4)
members of Congress covered in this chapter have no consistent trade vote record, (5) the
industry has spent a considerable amount of money on campaign contributions and has
spread the money to a number of legislators, and (6) the largest share of campaign
contributions went to Republicans.
In the context of a FTAA, it is likely that discussions on the EEP will only play a minor
role as the U.S. has been limiting the volume and scope of products effectively supported
by the program. Nevertheless, on poultry, the program has been targeting third markets
in the Middle East, a key market to Brazilian exports. Within the Western Hemisphere,
discussions on sanitary barriers seem more relevant and the threat of increased imports
into the United States is likely to face the resistance of the domestic industry. Due to the
technical nature of the issue, discussions will be lead by the USDA. Nevertheless,
Congress will put the agency under pressure to satisfy the views of its constituencies.
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Table 44: Senate Poultry Roster
PREFIX
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

FIRST
Jesse
John
Richard
Jeff
Tim
Blanche
Zell
Max
Thad
Trent

LAST
Helms
Edwards
Shelby
Sessions
Hutchinson
Lincoln
Miller
Cleland
Cochran
Lott

STATE
NC
NC
AL
AL
AR
AR
GA
GA
MS
MS

PARTY
R
D
R
R
R
D
D
D
R
R

PAC/96 PAC/98
PNTR
16,750
1,275 N
N/S
0Y
12,000
10,250 Y
5,400
375 Y
29,000
4,500 N
N/S
16,500 Y
N/S
N/S Y
18,100
2,000 Y
7,000
1,000 Y
0
1,000 Y

AFRICA
N
N
N
N
Y
N
N/S
Y
Y
Y

FAST TRACK
N
N/S
N
N
Y
N/S
N/S
Y
Y
Y

NAFTA
N
N/S
N
N/S
N/S
N/S
N/S
N/S
Y
Y

Table 45: House Poultry Roster
FAST
PREFIX FIRST
LAST
STATE/DISTRICT PARTY CONTRIBUTIONS/96 CONTRIBUTIONS/98 PNTR
AFRICA TRACK NAFTA
Rep.
David
Price
NC-4
D
0
500 Y
Y
Y
N/C
Rep.
Richard
Burr
NC-5
R
500
0N
N
Y
N/C
Rep.
Howard
Coble
NC-6
R
2,000
0N
N
N
Y
Rep.
Robert
Hayes
NC-8
R
0
500 N
N
N/C
N/C
Rep.
Cass
Ballenger
NC-10
R
2,500
1,750 Y
Y
Y
Y
Rep.
Terry
Everett
AL-2
R
5,500
4,250 Y
N/V
N
N
Rep.
Robert
Aderholt
AL-4
R
2,500
7,850 N
Y
N
N/C
Rep.
Asa
Hutchinson
AR-3
R
6,000
6,000 Y
Y
N/V
Y
Rep.
Jay
Dickey
AR-4
R
4,750
1,500 Y
Y
Y
Y
Rep.
Nathan
Deal
GA-9
R
17,750
7,250 N
N
N
Y
Rep.
Charlie
Norwood
GA-10
R
5,600
6,500 N
N
N
N/C
Rep.
Bennie
Thompson
MS-2
D
750
500 N
N/V
N
N
Rep.
Charles
Pickering
MS-3
R
11,500
8,773 Y
Y
Y
N/C
Rep.
Ronnie
Shows
MS-4
D
N/C
0N
N
N/C
N/C
Methodology: The numbers on this chart are based on contributions from PACs, soft money donors, and individuals giving $200 or more. All donations
took place during the 1995-96 and 1997-98 election cycles as shown and were released by the Federal Election Commission.
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Tobacco
Introduction
This chapter covers tobacco producers. The economic overview provides crop and
economic information on the leading tobacco producing states. For each of these states,
the leading counties and tobacco producing Congressional districts were determined. The
Legislative Overview provides information about the legislative history of tobacco
regulation and recent legislative efforts to support tobacco farmers. It is followed by an
analysis of the trade vote record of Representatives and Senators. The Campaign
Contributions and Lobbying section provides a brief overview of the total contributions
of the tobacco industry between 1990 and 2000 and over the last two election cycles
(1996 and 1998), as well as information on the largest contributors and key lobbying
firms working on behalf of the tobacco industry. The chapter closes with general
conclusions.
Economic Overview
About 94 percent of U.S. tobacco production is flue-cured and burley. These crops are
particularly important to the agriculture of North Carolina and Kentucky. Together, these
two states produce 67 percent of the total U.S. tobacco crop. Four other states
(Tennessee, Virginia, South Carolina, and Georgia) produce another 26 percent. This
report covers all these states except Georgia.
Some 90,000 farms harvested about 1.267 billion pounds of tobacco on about 644,000
acres in 1999. The estimated value of the 1999 crop is $2.3 billion. As of September 1,
2000, this year’s crop is forecast at 1.09 billion pounds, 15 percent lower than last year
because of a 24 percent decline in acreage due to lower effective quotas for flue-cured
and burley and lower acreage for cigar types.
As of September 1, the 2000 flue-cured crop was estimated at 597.1 million pounds, 9
percent below 1999. Limited by the effective quota, this seasons marketings will likely
total about 570 million pounds, below estimated production. This year’s burley tobacco
production is expected to be 26 percent below last season’s due to lower acreage in
response to a lower effective marketing quota. Production and farm carryover of burley
will probably exceed 400 million pounds, but quota restrictions limit maximum possible
marketings to about 378 million pounds.
In 2000, U.S. cigarette production is expected to decline to 536 billion pieces, down 16
percent from 637 billion a year ago. Domestic consumption is expected to decrease
about 3 percent in 2000, and exports are expected to fall nearly 20 percent. Cigarette
consumption (18 years or older) in 2000 will likely fall an estimated 3 percent to 420
billion pieces. In 2000, per capita consumption is expected to decrease from 2,148
cigarettes to 2,054 cigarettes (USDA Report).
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In 1999, the five leading tobacco-producing states were in order: North Carolina,
Kentucky, Tennessee, Virginia, and South Carolina (see table 46).
Table 46: Area Harvested and Production by State (1999)
State
Area Harvested (acres)
North Carolina
207,800
Kentucky
221,650
Tennessee
63,170
Virginia
38,300
South Carolina
39,000

Production (1,000 lb)
448,980
408,492
122,601
88,855
78,000

Source: USDA – National Agricultural Statistics Service – Tobacco Report

North Carolina
Flue-cured tobacco production in North Carolina is forecast at 423 million pounds. This
production is 3% below the 437 million pounds produced in 1999. Harvested area is at
168,000 acres, down 16% from last year. Overall yield is forecast at 2,518 pounds, up
335 pounds from last year. Burley tobacco production is forecast at 12.9 million pounds,
up 3% from last year. Yield is forecast at 1,650 pounds, up 50 pounds from 1999.
Harvested acres remain at 7,800, no change from last year (NC Department of
Agriculture and Consumer Services).
Tobacco is among the five leading farm commodities in North Carolina. In terms of
1999 cash receipts, it ranked fourth after broilers, hogs, and greenhouse nursery (see table
47). Of the total $7.2 billion of farm cash receipts in 1999, tobacco accounted for 13.9
percent, or roughly $1 billion.
Table 47: Ranking by Commodity of 1999 Cash Receipts
Commodity
1999 Cash Receipts ($million)
Broilers
1,430
Hogs
1,160
Greenhouse Nursery
973
Tobacco
787
Turkeys
474
Source: NC Department of Agriculture and Consumer Services

According to the North Carolina Department of Commerce, employment in the
agriculture sector in the five leading tobacco-producing counties ranged only from 1-4
percent of total in the third quarter of 1999.
Kentucky
Total production of tobacco decreased to 408 million pounds in 1999 from 443 million
pounds in 1998. Kentucky burley production for 1999 totaled 380.1 million pounds,
down 9 percent from 1998 and the smallest in 3 years. The smaller crop resulted from
both a decrease in harvested acreage and lower yields. Harvested acreage at 210,000 was
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down 5,000 acres from 1998. The smaller acreage resulted from a reduction in effective
quota. Production of dark fired tobacco was down from 1998 while dark air production
was up. The value of production in 1999 decreased to $784.5 million from $850 million
in 1998.
Despite the declining production figures, tobacco cash receipts still account for 21
percent of total agricultural cash receipts in 1999, second after equine (see figure 9).
Figure 9: 1999 Kentucky Agricultural Cash Receipts
1999 Kentucky Agricultural Cash Receipts

cattle/calves
16%

24%

tobacco
other
dairy
21%

7%
4%

13%

7%

8%

poultry/eggs
soybeans
corn
equine

Source: Kentucky Department of Agriculture 2000

Tennessee
Burley growers produced 104 million pounds in 1999 with an average yield of 1,890
pounds per acre, 95 pounds more than 1998 and 17 pounds better than the five-year
average. Table 48 provides data on the acreage harvested, production and production
value between 1997 and 1999.
Table 48: All Tobacco: Acreage, Production (1,000 lb), and Value of Production ($1,000)
Year
Acreage Harvested
Production
Value of Production
1997
59,480
114,292
223,092
1998
59,415
111,100
218,097
1999
63,170
122,601
239,651
Source: Tennessee Department of Agriculture

Tobacco ranks first in Tennessee in terms of crop cash receipts. In 1999, cash receipts
from tobacco totaled $217,560,000 or 22.6 percent of all crop cash receipts. Cash
receipts from tobacco have remained fairly constant over the last years, varying between
$247,968,000 in 1994 and $217,560,000 in 1999. In 1999, nursery ranked second with
cash receipts of $137,500,000.
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Virginia
Over the last three years, tobacco acreage harvested has declined from 45,000 in 1998 to
27,400 acres in 2000. Production has followed a similar trend, from 95.8 million lb in
1998 to 63 million lb in 2000. The largest two tobacco crops are flue-cured and burley.
Flue-cured tobacco yields are forecasted at 2,400 pounds per acre and production is
expected to total 40.8 million pounds from 17,000 acres. This would be 65 percent less
than last year’s production. Burley tobacco-yields are forecast at 2,200 pounds per acre.
This would bring total production to 19.8 million pounds from 9,000 acres.
In 1999, tobacco ranked first in Virginia in terms of field crop cash receipts ($155.8
million) and total commodity cash receipts. Nursery and forest products are a distant
second with $97,300,000 in cash receipts. Tobacco cash receipts, however, have
declined from $190.7 million in 1997 to $155.8 million in 1999. Tobacco accounted for
7.9 percent of total commodity cash receipts in 1999.
South Carolina
As of October 1, 2000, production of flue-cured tobacco in South Carolina is forecast at
78.2 million pounds, up slightly from last year's production of 78.0 million pounds. The
expected yield per acre of 2,300 pounds is up 300 pounds from last year. Acres for
harvest, at 34,000 are down 5,000 acres from a year ago.
Cash receipts from commodity marketings in 1998, including government payments,
totaled $1.58 billion, a 6 percent reduction from 1997 levels. Government payments for
1998 were 45 percent above 1997. Crop cash receipts, at $761 million, accounted for 50
percent of the total commodity cash receipts, compared with 53 percent in 1997 and 54
percent in 1996.
Greenhouse & nursery, tobacco, and cotton were the three top crop commodities in 1998
in terms of cash receipts. 1998 cash receipts for tobacco were $175,466,000, down from
$213,298,000 in 1997 and $214,650,000 in 1996. Table 49 provides data for the top 5
commodities in South Carolina in terms of cash receipts.
Table 49: Top Five Commodities in Terms of Cash Receipts (1998)
Commodity
Cash Receipts ($1,000)
Percent of total
Broilers
335,118
22
Greenhouse & Nursery
183,101
12
Tobacco
175,466
11.5
Turkeys
135,341
8.9
Cotton
125,463
8.2
Source: South Carolina Agricultural Statistics
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Legislative Overview
Tobacco Program
The US Tobacco Program operates through a combination of mandatory marketing
quotas and non-recourse loans. Marketing quotas limit the amount of tobacco each
farmer can sell, which indirectly raises market prices. The loan program establishes
guaranteed minimum prices. The law requires that the loan program operate at no net
cost to the federal government.
Following is a brief overview of the main legislative actions taken affecting tobacco
farmers since the early 1930’s.
The Agricultural Adjustment Act of 1933 designated tobacco as a basic (storable)
commodity, and cash payments were made to tobacco growers who restricted production
(1933-35). After the 1933 legislation was declared unconstitutional, substitute legislation
authorized payments for carrying out soil conservation practices (1936-37).
The Agricultural Act of 1938 authorized marketing quotas, with a penalty for growers
exceeding them. With two-thirds or more of tobacco growers voting approval of
marketing quotas for their kind of tobacco, growers received price support up to 75
percent of parity. Parity price calculations used 1910-14 as the base period for most
commodities, but August 1919-July 1929 was designated for tobacco.
Three laws were enacted in 1982 and 1983 that substantially changed the program. Their
adoption was impelled by a number of pressing concerns. Health groups and some
members of Congress were concerned that the U.S. Treasury made outlays on a
commodity statistically associated with various illnesses. Another concern among some
growers and others was that many of the owners of tobacco quotas did not grow tobacco.
Still another concern was that price supports were so high that U.S. tobacco was losing its
competitiveness in world markets.
Under the threat of legislative dissolution of the program by its opponents, the first law
was termed the "No-Net-Cost Tobacco Program Act of 1982." The law, mandated by the
1981 Agriculture and Food Act, required that to be eligible for price support, producers
of all kinds of tobacco, beginning with the 1982 crop, had to contribute to a fund or pay
assessments to an account established by the cooperative association that makes Federal
support loans available to producers. The funds are collected to cover potential losses in
operating the price support program. Until its legal authority expired, a budget deficit
reduction assessment of 1 percent of the support price was collected on every pound of
tobacco marketed from 1990 to 1997.
The no-net-cost law was the first to authorize owners of flue-cured allotments and quotas
to sell these rights separately from the farms to which the allotments were attached. The
allotments and quotas had to be sold to actual active producers for use on other farms in
the same county. The legislation also required corporations, utilities, educational and
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religious institutions, and other entities owning tobacco allotments, but not significantly
involved in farming, to sell their allotments or forfeit them.
The second law froze 1983 tobacco supports at their 1982 levels. The law also permitted
the Secretary of Agriculture to reduce burley quotas as much as 10 percent in any year, if
necessary, to control overproduction; previously, the maximum reduction permitted was
5 percent.
The third law made further changes in the tobacco program, as follows:
•

Flue-cured supports for 1984 were again frozen at the 1982 level.

•

The lease and transfer of flue-cured tobacco quota was going to be abolished
beginning in 1987.

•

Imported tobacco, except for Oriental and cigar tobacco, must be inspected for
grade and quality to the extent feasible. An amendment to the Food Security Act
of 1985 required that imported tobacco be tested for pesticide residues similar to
testing required for domestically grown leaf.

•

Beginning in 1986, the law required forfeiture of any flue-cured quotas assigned
to a farm on which tobacco had not been planted (or considered planted) during at
least 2 of the 3 previous years.

The Consolidated Omnibus Budget Reconciliation Act of 1985 further affected the
tobacco control programs. Some of the key changes follow:
•

Flue-cured and burley quotas were now based on 1) intended purchases by
cigarette manufacturers, 2) average annual exports for the 3 preceding years, and
3) the amount of tobacco needed to attain a specified reserve stock level (15
percent of the effective quota or a minimum of 100 million pounds of flue-cured
and 50 million pounds of burley). Quota reductions were limited from 1986 to
1993. The limit was extended to 1996 in subsequent legislation.

•

USDA's discretion for setting flue-cured and burley quotas became limited to not
more than 103 percent or less than 97 percent of the amount determined by
manufacturers' needs and exports, and the reserve stock level.

•

The amount of flue-cured and burley tobacco that can be marketed without
penalty was reduced from 110 to 103 percent of the farm-marketing quota.

The Agricultural Reconciliation Act of 1987 made further changes in the tobacco
program. The most important change permitted limited lease and transfer of flue-cured
tobacco quotas under disaster conditions. The law also reduced effective price support
levels in 1988 and 1989.
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The Drought Assistance Act of 1988 provided assistance to tobacco producers if their
crop was lowered more than 35 percent by drought, hail, excessive moisture, or related
conditions. The Disaster Assistance Act of 1989 provided payments if tobacco
production was reduced more than 40 percent because of damaging weather or related
conditions. For producers who obtained crop insurance in 1989 under the Federal Crop
Insurance Act, disaster payments were available for losses exceeding 35 percent of
expected production with average yields.
Three pieces of legislation affecting tobacco were enacted in November 1990. Under the
Omnibus Budget Reconciliation Act of 1990 for 1991--95 crop years, tobacco growers
and purchasers of tobacco under marketing quota will annually be assessed 1 percent of
the national loan rate on all marketings (0.5 percent each for growers and purchasers).
The assessment is targeted to reduce the budget deficit. The marketing assessment was
extended through 1998.
The Omnibus Budget Reconciliation Act (OBRA) of 1993 contained a provision that
required U.S. manufactured cigarettes to contain at least 75 percent domestically grown
tobacco during each calendar year, whether for domestic consumption or export.
Penalties were assessed on manufacturers that exceeded the maximum allowed foreign
content. The limit and penalties could be waived during natural disasters or because of
low reserve stocks.
In addition to the minimum content requirement, the OBRA of 1993 legislation imposes
budget-deficit and no-net-cost assessments on importers. The rate for the budget deficit
assessment is the same as for purchasers of domestic leaf, and the rate for the no-net-cost
assessment is equal to the combined rates of fees collected from producers and
purchasers of U.S.-grown flue-cured and burley leaf. Also, fees for inspecting all
imported tobacco will be comparable to fees and charges fixed and collected for services
provided in connection with tobacco produced in the United States.
President Clinton proclaimed a tariff-rate quota (TRQ), effective September 13, 1995, for
certain imported tobacco, primarily flue-cured and burley. The proclamation also
eliminated duties on cigar wrapper, binder, and filler, and Oriental tobacco. The TRQ
replaced the domestic content rule in the OBRA of 1993, which was determined to be
inconsistent with the General Agreement on Tariffs and Trade (GATT). GATT
implementing legislation contained provisions ending the domestic content provisions
once the President proclaimed a TRQ on certain types of tobaccos.
The TRQ places limitations on the quantities imported for consumption. Because of
superseding agreements, Canada, Mexico, and Israel are not included under the
quantitative restrictions. Imports above quota levels are subject to a 350-percent ad
valorem duty. However, most of the duty may be refunded if the same tobacco imported
is used to manufacture cigarettes that are exported. Imports under nine harmonized tariff
subheadings during the period September 13 to September 12 of any year are limited to
the following quantities:
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Table 50: Tobacco TRQ
Country
Current Quantity
in Million Pounds
Argentina
26.5
Brazil
176.0
Chile
6.1
Guatemala
19.6
EU-15
22.0
Malawi
26.5
Philippines
6.6
Thailand
15.4
Zimbabwe
26.5
Other
6.6
Total
332.6
Source: U.S. Customs Service

The loan program guarantees minimum selling prices to farmers through Commodity
Credit Corporation (CCC) non-recourse tobacco loans. At the auction sale barn, each lot
of tobacco goes to the highest bidder, unless that bid does not exceed the government’s
loan price. In such a case, the farmer is paid the loan price by a price-stabilization
cooperative, with money borrowed from the CCC. The tobacco is consigned to the
cooperative, which re-dries, packs, and stores the tobacco as collateral for the money
borrowed from the CCC. The cooperative later sells the tobacco, with the proceeds going
to repay the CCC – with interest. In any given year, new loan outlays may be more or
less than old loan repayments. In the FY 2001 budget, a sizable net revenue of nearly
$314 million is expected to result from the previously large loan outlays being repaid
($366 million) compared to a modest level of new loan outlays being made ($52 million)
(CRS Report for Congress 8/00).
1999/2000 Overview
In response to low commodity prices in 1999, Congress authorized market loss payments
to producers of grains, cotton, oilseeds, tobacco, and peanuts during FY 2000. Out of the
$6.514 billion in total market loss payments, $328 million was specified for tobacco
growers. The funds were distributed as direct payments from CCC to tobacco producers.
The market loss payments are not constrained by the no-net cost provisions of the
tobacco loan program. Representative Bart Gordon (D-TN) was one of the members of
Congress who fought for the legislation. He ensured $33.8 million to his state. The
support of Reps. Etheridge (D-NC), Price (D-NC), McIntyre (D-NC), and Hayes (R-NC)
provided North Carolina tobacco farmers with approximately $110 million. Additionally,
$2.8 million was approved for flood-damaged tobacco on warehouse auction floors.
May 2000, Congress authorized $340 million in market loss payments to tobacco farmers
(HR 2559). Rep. Etheridge again was instrumental in ensuring $100 million to North
Carolina tobacco farmers. Earlier in the year he sent letters to House Speaker Dennis
Hastert (D-IL) and House Minority Leader Richard Gephardt (D-MO) requesting the
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direct payments. The following table provides details on payments to and from tobacco
farmers for fiscal years 98 through 01.
Table 51: Tobacco Loan Program Outlays and Recoveries (FY 1997-2001)
Loan Program
$ Million
FY98
FY99
FY00*
Loan Outlays (+)
619
277
395
Loan recoveries (-)
-212
-147
-426
Net Loan Outlays (+) or
407
130
-31
Recoveries (-)
Market Loss Payments &
Disaster Assistance (+)
Miscellaneous Receipts &
Marketing Assessments (-)
Total Net Budgetary
Expenditures (+) or
Receipts (-)

FY01*
55
-370
-315

0

0

331

340

-30

-17

0

0

376

113

301

25

Source: Data are compiled from USDA, Commodity Credit Corporation. Commodity Estimates Book, FY 2001
President’s Budget * Estimate

In August 1999, Rep. Ernest Fletcher (R-KY) introduced legislation to amend the Internal
Revenue Code of 1986 to exempt from federal taxation gross income payments made to
tobacco quota and allotment holders and tobacco growers pursuant to Phase I or II of the
Master Settlement Agreement between a State and tobacco product manufacturers. Phase
I of the settlement provides $206 billion to individual states over 25 years. Each state can
determine how much of its share will be passed on to the tobacco producers. Phase II of
the settlement provides $5.1 billion to tobacco producing states to split it among quotaowners and producers. The bill was referred to the House Committee on Ways and
Means on the same day it was introduced, and stalled. It was co-sponsored by 20
Representatives including: Reps. Richard Burr (R-NC), Eva Clayton (D-NC), James
Clyburn (D-SC), Robin Hayes (R-NC), Walter Jones (R-NC), Rick Boucher (D-VA),
Bob Etheridge (D-NC), Bart Gordon (D-TN), Van Hilleary (R-TN), and Mike McIntyre
(D-NC). All of these representatives are part of this study and represent leading tobacco
producing districts.
But House Representatives also introduced legislation to eliminate payments to tobacco
farmers and quota holders. In April 1997, Rep. DeGette (D-CO) introduced a bill to
prohibit the federal government from providing insurance, re-insurance, or non-insured
crop disaster assistance for tobacco. The bill, co-sponsored by 49 Representatives, was
referred to the House Committee on Agriculture and then to the Subcommittee on Risk
Management and Specialty Crops and stalled. A companion bill in the Senate sponsored
by Sen. Durbin also stalled in the Committee on Agriculture. In April 1999, Rep.
Visclosky (D-IN) introduced the “Corporate Responsibility Act” to eliminate a series of
programs and federal subsidies to corporations. The Bill included language to eliminate
the tobacco program by amending the Agriculture Act of 1949 repealing tobacco price
supports and saving an estimated $200 million over five years. The Bill also stalled.
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Trade Votes
The Senate tobacco roster (end of chapter) includes Senators from the five leading
tobacco-producing states. Out of the 10 Senators, 3 are Democrats and 7 Republicans
(106th Congress). As a group, the Senators didn’t take a strong stance in favor or against
trade. They voted to support China PNTR 7 to 3 and Fast Track 5 to 3, but voted 50/50
on the Africa/CBI Trade Bill and NAFTA (see table 52). Out of the 7 Republicans, 3
were considered protectionists and 4 free traders. Out of the 3 Democrats, 1 was
considered a free trader, 1 a protectionist, and 1 voted 50/50 on the trade bills.
Table 52: Senate Trade Votes
PNTR
No
3
Yes
7
Not cast
0
Democrats (no)
1
Republicans (no)
2
Democrats (tot)
3
Republicans (tot)
7

Africa/CBI
5
5
0
2
3
3
7

Fast Track
3
5
2
1
2
2
6

NAFTA
3
3
4
1
2
2
4

The House tobacco roster (end of chapter) includes Representatives from the leading
tobacco-producing districts within the 5 leading states (Kentucky, North Carolina,
Tennessee, Virginia, and South Carolina). Out of the 18 Representatives, 11 are
Democrats and 7 Republicans (106th Congress). As a group, the Congressman voted
against free trade. They voted 11 to 7 against PNTR and the Africa/CBI Trade Bill, 11 to
4 against Fast Track and 4 to 2 against NAFTA (see table 53). Out of the 18
Congressman, 11 were considered protectionists (7 Democrats and 4 Republicans).
Except on the Africa/CBI Trade Bill, Democrats voting “no” outnumbered Republicans.
Table 53: House Trade Votes
PNTR
No
11
Yes
7
Not cast
0
Democrats (no)
8
Republicans (no)
3
Democrats (tot)
11
Republicans (tot)
7

Africa/CBI
11
7
0
5
6
11
7

Fast Track
11
4
3
8
3
10
5

NAFTA
4
2
9
4
0
6
0

Although China PNTR will reduce tariffs on cigarettes from the current 65 percent to 25
percent and reduce tariffs on tobacco from the current 40 to 10 percent in 2004, House
members voted overwhelmingly against the bill. Although the United States is the
world’s leading exporter of cigarettes, it is second in cigarette production to China, which
produces 30 percent of world output. Senate members, on the other hand, supported
China PNTR.
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There was even less enthusiasm for approving the Africa Growth Opportunity Act of
2000 (AGOA). The AGOA opens the doors to products not currently receiving GSP
treatment that the Congress determined are eligible for designation under the AGOA for
such treatment when imported from sub-Saharan African countries. A number of tobacco
products are included in the list and create a potential threat to the U.S. domestic market.
The Trade Policy Staff Committee’s (TPSC) GSP Subcommittee will review this list,
after holding hearings and receiving written comments from the public and advice from
the International Trade Commission, to decide which of the products the TPSC will
recommend to the President for GSP treatment if imported from countries designated as
AGOA beneficiaries. Senators voted 50/50 and House Members voted against the Bill.
Campaign Contributions and Lobbying
The tobacco industry is one of the largest contributors to election campaigns and
candidates. Between 1990 and 2000, the tobacco industry contributed $37.9 million
($2.8 million from individuals, $13.3 million through PACs, and $21.8 in soft money
contributions). Overall, 26 percent went to Democrats and 74 percent to Republicans.
Contributions peaked in 1996 at $10.3 million and have been declining since. In 2000,
preliminary figures put contributions at $6.3 million. Soft money contributions also
peaked in 1996 at $6.9 million declining to $4.1 million in 2000 (partial data). In the
1996 and 1998 election cycles, contributions to Democrats and Republicans were 18 and
82 percent and 20 and 80 percent, respectively.
US House of Representatives and U.S. Senate 1996 Election Cycle
In the 1996 election cycle, the tobacco industry contributed $3.3 million to all candidates
(excludes soft money contributions to parties). Of the total, 24 percent went to
Democrats and 76 percent to Republicans.
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$3,362,894
$2,892,969
$ 815,198
$2,544,446

(86%)
(24%)
(76%)

Table 54: Number of Recipients and Average Contributions (1996 Election Cycle)
Chamber
House
Members*
Senate
Members *

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

102

197

$6,044

$7,408

24

46

$3,704

$14,241

Source: Center for Responsive Politics *Members for this election cycle only
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US House of Representatives and U.S. Senate 1998 Election Cycle
Tobacco contributions to candidates in the 1998 election cycle totaled $2.7 million, an 18
percent reduction from 1996 levels. On the other hand, there was a small increase in the
relative share going to Democrats, from 24 percent in the 1996 election cycle to 29
percent in the 1998 cycle. Also note the increase in average contributions to Democratic
Senators from $3,704 in 1996 to $10,438 in the 1998 election cycle.
Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

•
•
•
•

$2,768,546
$2,373,702
$ 811,496
$1,956,050

(86%)
(29%)
(71%)

Table 55: Number of Recipients and Average Contributions (1998 Election Cycle)
Chamber

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

94

171

$5,506

$6,665

23

38

$10,438

$12,535

House
Members*
Senate
Members *

Source: Center for Responsive Politics *Members for this election cycle only

Largest Contributors
The following two tables list the largest contributors in the 1996 and 1998 election
cycles. This data is based on contributions from PACs, soft money, and individual
contributions of $200 or more.
Table 56: Top Contributors - House of Representatives and Senate 1996 Election Cycle
RANK
ORGANIZATION
AMOUNT
DEMS REPUBS
1

Philip Morris

$4,111,205

19%

81%

2

RJ Reynolds Tobacco

$2,159,406

20%

80%

3

UST Inc

$1,436,750

17%

83%

4

Brown & Williamson
Tobacco
Tobacco Institute

$1,030,450

8%

92%

$ 654,457

21%

79%

$ 295,600

8%

92%

7

Smokeless Tobacco
Council
Loews Corp

$ 186,560

16%

84%

8

Conwood Co

$

70,250

9%

91%

9

Pinkerton Tobacco

$

61,750

23%

77%

10

American Brands Inc

$

56,120

0%

100%

5
6

Source: Center for Responsive Politics

111

Table 57: Top Contributors - House of Representatives and Senate 1998 Election Cycle
RANK
ORGANIZATION
AMOUNT
DEMS REPUBS
1

Philip Morris

$3,324,549

22%

78%

2

RJR Nabisco

$1,701,472

16%

84%

3

$ 915,471

12%

88%

4

Brown & Williamson
Tobacco
UST Inc

$ 868,417

20%

80%

5

Tobacco Institute

$ 563,775

29%

71%

6

$ 238,720

14%

86%

7

Smokeless Tobacco
Council
Lorillard Inc

$ 118,900

22%

78%

8

Conwood Co

$ 103,072

12%

88%

9

Swisher International

$ 96,500

37%

63%

10

Brooke Group Ltd

$ 58,090

45%

55%

Source: Center for Responsive Politics

PAC Contributions
A number of candidates in the House and Senate covered by this study are among the top
recipients of tobacco money (see table 58) in the 1996 election cycle. The dollar amount
includes individual, PAC, and soft money contributions (excluding contributions to
parties).
Table 58: Leading Recipients (1996 Election Cycle)
Rank
Candidate
1
Jesse Helms (R-NC)
3
Mitch McConnell (R-KY)
6
John Warner (R-VA)
7
Fred Thompson (R-TN)
13
Bart Gordon (D-TN)
20
Walter Jones (R-NC)

Office
Senate
Senate
Senate
Senate
House
House

Amount ($)
99,950
59,575
47,150
42,900
34,850
28,250

Source: Center for Responsive Politics

Table 59 provides the same information for the 1998 election cycle.
Table 59: Leading Recipients (1998 Election Cycle)
Rank
Candidate
Office
3
Ernest Hollings (D-SC)
Senate
4
Jim Bunning (R-KY)
Senate
15
Walter Jones (R-NC)
House
19
Mike McIntyre (D-NC)
House
Source: Center for responsive Politics
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Amount ($)
65,050
61,250
27,600
22,200

As noted earlier, Rep. Fletcher (R-KY) introduced legislation to exempt tobacco
producers from paying federal taxes on monies received from the tobacco settlement. In
the 1998 election cycle, the tobacco industry contributed $18,592 (12th largest
contribution by industry) to Rep. Fletcher’s campaign.
Reps. Gordon, Jones, and McIntyre (see tables above) were co-sponsors of the bill to
exempt tobacco producers from paying federal taxes on monies received from the
tobacco settlement and Reps. Gordon and McIntyre supported the bill to extend market
loan payments to tobacco producers (see Legislative Overview).
Another example of the influence of campaign contributions on legislators’ vote records
can be seen in the empirical study conducted by the Center for Responsive Politics.
Figure 10 shows the relationship between money received from the tobacco industry and
a vote to eliminate tobacco crop subsidies in the 105th Congress (1997). The no-vote
benefits the tobacco industry.
Figure 10: House Vote to Eliminate Tobacco Crop Subsidies (1997)
Tobacco House Vote

Number of Votes

250
200
150

yes

100

no

50
0
$0

> $1,000

$1,000$5,000

> $5,000

Total

Contributions Received
Source: Center for Responsive Politics

Lobbying Firms
Following is a brief list with some of the prominent lobbying firms representing the
interests of the tobacco industry.
•
•
•
•
•
•

Flynn & Associates Incorporated
McGlotten & Jarvis
Otero Global Resources
Baker, Donelson et al
Verner, Liipfert et al
Kirkland & Ellis
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•
•

Arnold & Porter
Winburn, Jenkins & Wheat

The tobacco industry spent $67 million in lobbying expenses in 1998. Brown &
Williamson and Phillip Morris ranked 1st and 2nd spending $24.9 and $23.0 million,
respectively. Table 60 lays out the lobbying expenditures of the tobacco industry.
Table 60: Lobbying Expenditures (1998)
Entity/Organization
$
American Wholesale Marketers Assn.
60,000
British-American Tobacco-China Ltd
170,000
British-American Tobacco-UK
110,000
Brooke Group Ltd.
440,000
Brown & Williamson Tobacco
24,900,000
Cigar Assn. of America
660,000
Conwood Co.
560,000
General Cigar Holdings
80,000
Liggett Group
1,440,000
Loews Corp.
100,000
Lorillard Inc.
2,800,000
Phillip Morris
23,000,000
Pipe Tobacco Council
17,112
RJ Reynolds Tobacco
1,858,060
RJR Nabisco
3,510,000
Santa Fe Natural Tobacco
60,000
Smokeless Tobacco Council
2,320,000
Star Tobacco & Pharmaceuticals
60,000
Swisher International
230,000
Tobacco Industry labor Management
282,000
Cmte.
Tobacco Institute
2,360,000
Tobacco Quota Warehouse Alliance
140,000
Tobacco Warehouse Assn
100,000
UST Inc.
2,110,000
TOTAL
67,367,172
U.S. Trade Overview
U.S. exports of un-manufactured tobacco during 1999/2000 (July-June) declined to 390.3
million pounds. The 16-percent drop is due to larger world supplies and continued
reduced demand in Asia and the European Union. The drop is about the same as last
year's. July-June flue-cured shipments fell 23 percent, the second decline in a row, while
burley shipments fell 30 percent, falling below 100 million pounds to 83 million pounds.
July-June (1999/2000) export value for all un-manufactured tobacco reached $1.21
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billion, 16 percent below 1998/99. Lower volume accounted for most of the change.
Leaf exports in 2000/01 are expected to continue slipping due to higher expected world
supplies (excluding China) and declining consumption. The value of U.S. tobacco leaf
and product exports in 1999/2000 (July-June) was $4.9 billion, $847 million lower than
the $5.8 billion in 1998/99 (July-June).
U.S. un-manufactured tobacco imports for consumption (duty-paid) totaled 485.3 million
pounds, declared weight, during July 1999-June 2000 compared with 534.4 million
pounds the previous year. Imports in 1997/98 were 573.2 million pounds. For the JulyJune period, imports of stems fell 7 percent and cigarette tobacco inflows fell only 3.2
percent, both continuing last year’s declines. For the year ending June 30, 2000,
cigarettes and other products, and semi-processed tobacco using cigarette leaf and stems,
contained about 44.6 percent of foreign tobacco, compared with 38.2 percent in 1999.
General imports (arrivals to bonded warehouses) advanced 9 percent during July-June
1999/2000 to 516.4 million pounds. Gains were in Oriental, flue-cured, burley, and cigar
leaf. Stems declined. General imports in 1998/99 were 474.5 million pounds and in
1997/98 were 681.4 million pounds. The total tobacco balance of trade (leaf and product)
was positive at $3.8 billion for 1999/2000, but smaller than last years $4.7 billion, and the
lowest since 1988.
For the period September 13, 1999 trough September 8, 2000, U.S. leaf imports within
the TRQ totaled 174.7 million pounds. With less than a week left in the TRQ year
(September 13-September 11), only 52.6 percent of the total quota allocation of 332.2
million pounds has been imported. Table 61 provides data on the 1999/2000 TRQ.
Table 61: Imports by Country and Percent TRQ Utilized
Country
1999/2000 Quota
Imports Sept. 8
Millions of pounds
Millions of ponds
Argentina
23.7
22.8
Brazil
176.8
96.6
Chile
6.1
0.0
EU
22.0
8.2
Guatemala
22.0
6.7
Malawi
26.5
17.7
Philippines
6.6
0.3
Thailand
15.4
11.9
Zimbabwe
26.5
5.2
Other
6.6
6.6
Total
332.2
174.7
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TRQ used
(%)
96.6
54.0
0.0
37.3
30.4
0.0
4.7
76.9
19.6
100
52.6

Conclusions
Although the current quota system helps support the tobacco price in the domestic
market, it imposes a reduction in acres that can be planted. The harvested area in the US
has decreased from 717, 605 acres in 1998 to 647,160 acres in 1999 and 493,840 acres in
2000 (accounts for 16 states or 76 percent of total). The same holds true for the 5 states
included in this study. The dollar value of the tobacco production has also been
declining. The 2000 value of the tobacco crop is estimated at $1.09 billion, a 15 percent
reduction from 1999 values.
Nevertheless, the local economic importance of tobacco cannot be underestimated. In
terms of crop cash receipts (1999), it ranks first for Tennessee and Virginia, second for
Kentucky, third for South Carolina, and fourth for North Carolina. For North Carolina
and Kentucky, which combined account for 67 percent of the US tobacco production,
tobacco makes up 13.9 and 21 percent of total commodity cash receipts.
The tobacco industry also supports a reasonable number of jobs. Two recent industrysponsored studies reviewed by the U.S. General Accounting Office counted 1.8 million
(American Economics Group, Inc.) and 3.1 million (Tobacco Merchants Association)
jobs related to tobacco (Gale, Foreman, and Capehart). Non-industry sponsored studies
estimated job totals between 1-2 million (Gale, 1997b; Warner et al).
Congress has traditionally supported tobacco interests (industry and farmers). The
marketing quotas, which farmers must approve every 3 years, ensure higher market
prices, and the loan program provides a price floor. Zhang, Husten, and Giovino estimate
that the tobacco program raised the price of tobacco by 32 to 40 cents per pound (18-23
percent) above what it would have been without the program in the early 1990’s. But
since 1982, the tobacco price support program has been under a statutory mandate to
operate at no net cost to the federal government. Congress has also prohibited the USDA
from spending funds to help promote tobacco exports and to conduct research relating to
production, processing, or marketing of tobacco and tobacco products. In the late 1990’s,
the tobacco settlement between the industry and states created a divide within Congress,
making it easier to support tobacco farmers than the tobacco industry. During the debate,
elimination of the program was discussed. Notwithstanding, over the last two years,
legislators were able to provide tobacco farmers with money for market loss payments,
totaling $328 million in fiscal year 2000 and $340 million in fiscal year 2001.
Gale, Foreman, and Capehart argue that while continuation of the program is uncertain, it
has survived a number of challenges over the years. Many public health advocates, once
among its chief critics, now support the program, having recognized that the program
limits tobacco production and raises its cost – effects that are consistent with public
health goals. On the other hand, many in Congress think that taxpayer money should not
support tobacco farmers through price supports. And for economic reasons, some
farmers have opted out of the program.
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Although the tobacco program may suffer further attacks in Congress, it is less likely that
Congress or the Administration will tackle the TRQ. The 1999/2000 quota of 333.2
million pounds was not fulfilled. Countries only exported 174.7 million pounds or 52.6
percent of the quota. Brazil exported 95.5 million pounds of tobacco leaves, fulfilling
54.0 percent of its quota in the 1999-2000 period (U.S. Customs Service).
From the trade vote analysis one can conclude that House representatives from tobacco
districts would be unlikely to support a FTAA considering that Brazil is a major tobacco
exporter and would pose a serious threat to domestic producers. The Senators could go
either way based on past trade vote records. Although Senators are less responsive to
specific interests, most of the leading tobacco states have a strong agricultural economy,
and pressure from a broad agricultural coalition may bear influence. One must also
consider the position of the tobacco industry. Access to cheaper tobacco leaves could
bolster U.S. exports of cigarettes to third markets. In the FTAA negotiations it would be
critical to obtain the support of the tobacco industry, which may have an interest in
eliminating the TRQ.
Although campaign contributions by the tobacco industry have been on a downward
trend, it already contributed $6.7 million in the 2000 elections, and accumulated
contributions for the last ten years total $37.9 million. The tobacco industry has
contributed thousands of dollars to Senators and Representatives from the states covered
by this study. Lobbying expenses in 1998 totaled $67 million.
From the above it is concluded that (1) although tobacco production is on a downward
trend, it still generates sizable cash receipts ($2.9 billion) for a series of states, (2) the
tobacco industry supports agricultural jobs, (3) there is less support in Congress toward
tobacco interests, however, tobacco farmers received millions of dollars in market loss
payments over the last two years, (4) the tobacco quotas have not been fulfilled, and (5)
the tobacco industry is one of the largest contributors of campaign finance money.
In the context of a FTAA, there is room to tackle the tobacco TRQ system if the U.S.
tobacco industry supports it.
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Table 62: Senate Tobacco Roster
PREFIX
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

FIRST
Mitch
Jim
Jesse
John
Strom
Ernest
Charles
John
Fred
Bill

LAST
STATE PARTY PAC/96 PAC/98 PNTR
McConnell KY
R
59,575
2,000 Y
Bunning KY
R
N/S
61,250 N
Helms
NC
R
99,950
19,250 N
Edwards NC
D
N/S
0Y
Thurmond SC
R
15,000
0Y
Hollings SC
D
3,300
65,050 N
Robb
VA
D
16,450
14,500 Y
Warner
VA
R
47,150
6,166 Y
Thompson TN
R
42,900
0Y
Frist
TN
R
16,500
12,000 Y

AFRICA
Y
N
N
N
N
N
Y
Y
Y
Y

FAST TRACK
Y
N/S
N
N/S
N
N
Y
Y
Y
Y

NAFTA
Y
N/S
N
N/S
N
N
Y
Y
N/S
N/S

Table 63: House Tobacco Roster
FIRST
Keneth
Ernie
Eva
Bob
Walter
David
Mike
Robin
Mark
John
James
Norman
Virgil
Rick
William
Van
Bart
Ed

LAST
STATE/DISTRICT COUNTY
PARTY PAC/96 PAC/98 PNTR
Lucas
KY-4
Henry, Shelby
D
N/C
9,000 Y
Fletcher KY-6
Bourbon, Scott, Woodford
R
N/C 18,592 Y
Clayton NC-1
Pitt, Wilson
D
5,000 14,300 N
Etheridge NC-2
Johnston, Wake, Wilson
D
8,900 39,250 Y
Jones, Jr. NC-3
Pitt
R
28,250 27,600 N
Price
NC-4
Wake
D
1,000 14,500 Y
McIntyre NC-7
Robeson
D
17,000 22,200 N
Hayes
NC-8
Robeson
R
N/C 21,400 N
Sanford SC-1
Horry
R
0
0N
Spratt, Jr. SC-5
Darlington
D
20,250 18,950 N
Clyburn SC-6
Darlington, Florence, Marion, Williamsburg D
9,500
7,500 N
Sisisky
VA-4
Brunswick
D
7,750 N
Goode, Jr. VA-5
Halifax, Mecklenburg, Pittsylvania
D
13,200 21,500 N
Boucher VA-9
Washington
D
19,900 14,200 N
Jenkins TN-1
R
4,000 15,000 Y
Hilleary TN-4
R
4,000
1,000 Y
Gordon TN-6
D
34,850 19,250 N
Bryant
TN-7
R
17,700 14,000 Y
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AFRICA
Y
N
Y
N
N
Y
N
N
N
N
Y
Y
N
N
N
N
Y
Y

FAST
TRACK
N/C
N/C
N
Y
N
Y
N
N/C
Y
N
N
N
N
N
N
N
N
Y

NAFTA
N/C
N/C
N
N/C
N/C
N/C
N/C
N/C
N/C
Y
N
N
N/C
N
N/C
N/C
Y
N/C

Steel
Introduction
This chapter covers the steel industry in the United States. The Economic Overview
covers the state of the steel industry and lists the five leading steel producing states. The
Legislative Overview provides information on recent legislative efforts to protect the
steel industry from foreign competition and the interactions between the legislative and
executive branches. This section also analyzes the trade votes of the Senators that
represent leading steel-producing states, as well as of selected Representatives who are
members of the House Steel Caucus. The Campaign Contributions and Lobbying section
provides a brief overview of the campaign contributions by the steel industry over the last
two election cycles (1996 and 1998), as well as information on the largest contributors
and prominent lobbying firms working on behalf of the steel industry. The chapter closes
with general conclusions.
Economic Overview
Demand for steel mill products has been strong owing to the continuing robust growth of
the US economy. In 1998, apparent consumption for steel mill products (domestic
shipments plus imports minus exports, with no inventory adjustment) rose to a record
125.6 million tons, a 5.8 percent rise over the previous record in 1997. However, in the
first half of 1999, apparent consumption dropped by 8 percent from the same period in
1998.
Even with strong underlying demand, the recent performance of the US steel industry has
been dismal. Domestic shipments dropped 3 percent in 1998 from the previous year to
92.9 million tons; in the first half of 1999, they fell an additional 8 percent compared with
the same period in 1998. In addition, through the third quarter of 1999, the industry
operated at 80 percent of its raw steel-making capacity.
According to the Bureau of Labor Statistics (BLS) composite index for steel mill
products, prices fell by 7 percent between January 1998 and January 1999. Owing to the
low prices and low operating rates, profitability also has suffered. During the first half of
1999, the industry reported an operating loss of $51 million compared with an operating
profit of $537 million during the same months in 1998. As the sharp drop in earnings has
made it more difficult to raise capital, Congress approved and the President signed
legislation in August 1999 authorizing federal loan guarantees up to $1 billion to the steel
industry. Individual steel companies are eligible to borrow up to $250 million at market
rates to modernize their plants, and all loans will have to be repaid by 2005.
Table 64: Steel Mill Products, Industry Data (SIC 3312, 3315, 3316, 3317) in $millions
Year
1995
1996
1997
1998
1999
2000
Value of Shipments*
73,716
73,238
77,600
74,500
72,000
75,000
Source: US Department of Commerce: US Industry and Trade Outlook 2000 * Total value of all activities conducted
by the establishments classified in an industry.
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With falling operating rates, steel companies accelerated reductions in employment.
According to BLS data, employment dropped 5 percent between January 1998 and
January 1999 to 223,700.
Although recent economic data point to a steel industry in contraction, it still plays a
major economic role for a number of states. In a recent study prepared by Standard &
Poor’s and commissioned by the Ohio Steel Council, the economic impact of the industry
on Ohio was estimated at $8.77 billion. It also estimated the total number of jobs and
wages generated by the steel industry at 110,000 and $4.97 billion, respectively. The
Steel Council is a coalition formed by corporations, state government, academia and
unions, including: AK Steel Corp., CSC Ltd, LTV Steel Company, North Star Steel Ohio,
Ohio Department of Development, Ohio House of Representatives, Ohio Senate, The
Ohio State University, Republic Technologies International, The Timken Co., United
Steelworkers of America, WCI Steel, Inc., Wheeling-Pittsburgh Steel Corp., and
Youngston State University.
Table 65: Raw Steel production (1995-1999) in Thousands of Net Tons
States
Indiana
Ohio
AL, TN, KY, MS, AR
VA, WV, GA, FL, NC, SC, LA
Pennsylvania
Illinois
Michigan
CO, UT, WA, OR, CA, AZ, HI
RI, CN, NJ, NY, DE, MD
Texas
MN, WI, MO, OK, NE, IA
Total

1999

1998

1997

1996

1995

25,654
17,499
15,243
8,925
8,319
6,934
6,569
5,540
4,937
3,902
3,873

23,949
16,758
15,628
9,365
8,074
7,432
7,147
6,343
5,718
4,677
3,661

25,200
15,827
14,408
9,043
8,155
7,903
7,291
6,735
5,873
4,970
3,156

23,882
16,837
13,459
7,562
8,365
7,807
7,367
6,560
5,593
4,944
2,933

22,891
16,444
13,150
7,905
9,093
7,879
8,270
6,197
5,667
4,717
2,717

107,395

108,752

108,561

105,309

104,930

Source: American Iron and Steel Institute – Annual Statistical Report 1999

Using 1997 data provided by the U.S. Department of Commerce’s Manufacturing –
Geographic Area Series, table 66 ranks states by the value of steel manufacturing (items
under 3311 and 3312 of the NAICS code).
Table 66: Value of Shipments by State (1997)
States
Value of Shipments ($1,000)
Ohio
13,501,725
Indiana
12,222,134
Pennsylvania
11,121,055
Illinois
6,012,922
Michigan
4,225,637
Source: USDOC

These are the states that will be analyzed by this study.
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Legislative Overview
The increase in imports of total steel mill products from 31,156,586 tons in 1997 to
41,519,702 tons in 1998 gave the US domestic steel industry renewed fuel to step up
efforts to halt steel imports. In 1999, imports fell to 35,730,524 tons (see figure 11).
Figure 11: Imports of Steel Mill Products

Source: AISI 1999 Annual Statistical Report

The concept of a “1998 US Steel Import Crisis” set in motion a number of political
maneuvers and public opinion campaigns to force the Administration to put into place
stricter measures to reduce steel imports. According to a U.S. Department of Commerce
July 2000 study, imports of hot-rolled steel were the focal point of the crisis. “Imports of
hot-rolled steel had increased over 70 percent from the previous year’s record high, while
the average prices had fallen nearly 20 percent. U.S. steel plants, which were operating
at over 90 percent capacity in early 1998, were operating at below 75 percent capacity by
year-end.”
Grassroots pressure from steel producing towns across the United States and pressure
from labor unions were quick to put Congress into motion. By mid-1998, the US
Congress began to step up complaints and voice its concerns about a full-blown steel
crisis. On October 15 the House passed a resolution (H. Res. 598) by a vote of 345-44
calling for the Administration to take a series of steps to respond to the increase of
alleged unfairly traded steel imports. Although not binding, the resolution sent a clear bipartisan message to the President and demonstrated the strength of the Congressional
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Steel Caucus. The resolution called upon the President to: (1) immediately review the
entry into the U.S. of all products from Australia, China, South Africa, Ukraine,
Indonesia, Japan, Russia, South Korea, and Brazil; (2) impose a one-year ban on all steel
products from any country not abiding by the international trade agreements with respect
to imports of all steel products into the United States; (3) establish a task-force to closely
monitor U.S. imports of steel from other countries and determine whether or not such
agreements are being violated; and (4) report to the Congress by January 5, 1999 on any
other actions the President has taken, or intends to take, to ensure that all U.S trading
partners abide by such agreements with respect to U.S imports of steel.
Congress also formally requested through Section 111 of the Conference Report on H.R.
4328, that the Administration provide a report on a “Comprehensive Plan for Responding
to the Increase in Steel Imports.” On January 7, 1999, i.e., only two days after the
January 5 due-date imposed by House members in the non-binding resolution mentioned
above, the White House released its Plan. The seven-point action plan is summarized
below:
1. Bilateral Efforts to Counter Unfair Trade Practices
To end unfair trade practices and subsidization and to fairly share the burden of absorbing
additional steel imports. Efforts have focused on Japan, Korea, and Russia that combined
account for 78 percent of the increase in steel imports, and on the European Union as a
major steel consumer.
2. Strong Enforcement of U.S. Laws Against Unfair Trade Practices
Expedited Investigations: Shift resources to expedite dumping cases
Critical Circumstances: Issue preliminary ruling of critical circumstance. If the U.S.
Department of Commerce determines that dumping is occurring, importers may be
retroactively assessed dumping duties on imports reaching back 90 days before the
preliminary ruling.
Existing Antidumping and Countervailing Duty Orders and Investigations: Enforce
duty orders and conduct new ones.
Strong New Countervailing Duty Regulations: Issue strong new countervailing duty
regulations to strengthen ability to combat unfair subsidies.
3. Section 201 Safeguards Actions
Provides WTO-consistent mechanism for addressing import surges.
4. Early-Warning System to Monitor Import Trends and Guidelines for Release of
Preliminary Import Statistics
Monitor imports to provide early warning on import trends for sensitive products and to
develop the information needed to help ensure that trading partners are fully abiding by
international commitments under the WTO and International Financial Institution reform
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programs. New guidelines will permit the release of preliminary import data in
extraordinary circumstances to address import surges.
5. Restoring Global Economic Growth and Ensuring Market-Based Reform
Restore growth and demand in emerging markets.
6. Tax Relief
Extend the Net Operating Loss Carry-back Period for steel providing more than $300
million in tax relief over five years.
7. Adjustment Assistance for Steelworkers and their Communities
Appoint a high-level White House official to coordinate adjustment assistance through an
interagency task force.
The Chairman of the Congressional Steel Caucus, Rep. Ralph Regula (R-OH), issued a
press release the same day the White House released its Plan strongly criticizing the
President’s Report. He expressed “deep disappointment at the lack of any significant
proposals in the President’s so-called “Comprehensive Plan for Responding to the
Increase in Steel Imports.” From the Steel Caucus’ point of view, the Administration
wasn’t doing enough, and Congress would have to take matters in their own hands and
draft new legislation.
On January 19, 1999, Rep. Ralph Regula introduced H.R.412 ”The Trade Fairness Act of
1999”. The Bill is co-sponsored by 54 representatives and amends the Trade Act of
1974. It repeals the requirement that the cause of serious injury (or threat) be substantial
to the domestic industry, revises certain factors the International Trade Commission must
consider when investigating to determine whether an article is being imported into the
U.S. in such increased quantities as to be a substantial cause of serious injury (or threat)
to the domestic industry, and directs the Secretary of Commerce to establish and
implement a steel import permit and monitoring program.
The Bill effectively lowers the threshold for establishing injury in safeguard actions
under Section 201 of the Trade Act, which gives the President tools to provide relief to
the domestic industry through duties and quotas when an industry is injured by import
surges. The last action on the Bill took place February 2, 1999 when it was referred to
the House Subcommittee on Trade.
Although H.R.412 didn’t move forward, a new bill sponsored by Rep. Visclosky (D-IN),
H.R.975, dubbed “The Steel Recovery Act,” tackled some of the same issues. It,
however, passed the House on March 17, 1999 by a vote of 289-141, but failed in the
Senate. H.R.975 directs the President to impose quotas, tariff surcharges, or negotiate
enforceable voluntary export agreements in order to ensure that the volume of imported
steel products during any month does not exceed the average volume of imported steel
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for the 36-month period preceding July 1997. Borrowing language from H.R.412, it
directs the Secretary of Commerce to establish and implement a steel import notification
and monitoring program. It also requires any person who intends to import steel products
into the United States to first obtain and import notification certificate.
H.R.975 was strongly criticized by the Clinton Administration during the Senate debate.
In a press release, the Administration stated that the bill “is not in the Nation’s economic
interest and would violate U.S. international obligations under the WTO.” The press
release goes on to state that, “if H.R. 975 were presented to the President in its current
form, his senior advisors would recommend that it be vetoed.”
But the continuous and strong Congressional pressure had to bring results and August 16,
1999, President Clinton signed into law legislation that established a one billion-dollar
loan guarantee program for the steel industry. Steel executives were also successful in
pressing the Clinton Administration to activate a working group to consider legislation to
protect the U.S. market from imports. The working group met for the first time Oct. 5,
1999 to hear an industry presentation in favor of a bill sponsored by Rep. Phil English
(R-PA). The Bill, co-sponsored by 82 Representatives, would make it easier to invoke
antidumping and countervailing duty cases, as well as Section 201 of U.S. trade law,
which provides for the imposition of import safeguards. One of the bill’s most
controversial provisions stipulates that the Administration cannot enter into an agreement
suspending an antidumping or countervailing duty case unless the majority of the
industry approves. The last action in Congress on the Bill dates back to May 5, 1999
when it was referred to the House Subcommittee on Trade.
At the same time, the Steel Caucus called on members of the House to support their
demands that President Clinton extend four years of effective import protection to
American wire rod producers under Section 201 of the U.S. trade law. A “Dear
Colleague” letter dated September 2 states that: “Wire rod imports in May reached a
record with 271,000 tons. Thus the need for meaningful relief is urgent.”
Early March 2000, the ITC decided not to impose duties on cold-rolled steel from six
countries. The response from the industry was immediate. In a March 6 letter to
President Clinton the undersigned stated that: “… we will, of course, take all appropriate
action both in the courts and in legislation. This failure by majority of these
Commissioners to enforce the trade laws clearly undermines your policy of “zero
tolerance” of unfair trade. We ask you to support legislative initiatives to overcome this
resistance and implement your program.”
ITC’s decision also left Congressional representatives furious. Early June 2000, the
House Appropriations Committee allocated funds for trade agencies largely at existing
levels, including the ITC. The Appropriations bill as approved by the subcommittee did
not grant an Administration request for $22 million of additional funding to monitor
compliance by China and other countries with trade obligations. Rep. Ralph Regula,
Chairman of the Steel Caucus, said that he would reserve the right to offer an amendment
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to cut funds from the ITC as a whole or from the Office of Economics, which is critical
for conducting the injury analysis in trade cases.
A ruling against the American steel industry by the WTO (lead-bismuth steel bars from
the UK), served as a catalyst for legislation drafted by Rep. Benjamin Cardin (D-MD).
The bill proposes a commission similar to one advocated in 1994 by then Senator Bob
Dole (R-KS) to review adverse dispute settlement reports by the WTO.
July 26, 2000, the U.S. Department of Commerce released its report on the steel industry
entitled “Report to the President on Global Steel Trade: Structural Problems and Future
Solutions.” The 240-page report identifies the factors that triggered the so-called 1998
crisis, including the Asian financial crisis and currency depreciations. It also focused on
underlying long-term structural factors in key foreign steel producing countries.
The major elements of the action strategy outlined by the report include some of the
requests put forth by Congress. The four main points are as follows:
Early warning of import surges and of changes in industry conditions: Steel trade
data will continue to be released on an expedited basis.
Faster Relief for industries, workers, and communities when import surges occur:
Antidumping investigations will be expedited and early critical circumstances
determinations will allow for the imposition of duties early in a case pending final
determination.
Steps to address the root causes of instability in global markets: Working with other
agencies, the U.S. Department of Commerce will continue or initiate bilateral
engagement with the major steel producing countries.
Reinvigorate the international steel policy agenda: The United States will seek broader
international attention and sensitivity to steel trade issues. This includes seeking a
moratorium on Multilateral Development Bank lending that expands global steel capacity
and proposing the OECD Steel Committee address issues as the elimination of formal
and informal import barriers to steel around the world.
Early October 2000, steel advocates scored a big victory in Congress. Sen. Robert Byrd
(D-WV) successfully attached an amendment to the Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies Appropriations Act, 2001. The
amendment, dubbed “Continued Dumping and Subsidy Offset Act of 2000”, transfers the
receipts from antidumping and countervailing duties from the U.S. Treasury to the
petitioners of the trade remedy case. The additional revenue to steel manufacturers is
estimated at $200 million per year, according to an article in the Washington Times.
Following is a partial excerpt of the law:
(a) IN GENERAL- Title VII of the Tariff Act of 1930 (19 U.S.C. 1671 et seq.) is
amended by inserting after section 753 following new section:
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`SEC. 754. CONTINUED DUMPING AND SUBSIDY OFFSET.
`(a) IN GENERAL- Duties assessed pursuant to a countervailing duty order, an
antidumping duty order, or a finding under the Antidumping Act of 1921 shall be
distributed on an annual basis under this section to the affected domestic
producers for qualifying expenditures. Such distribution shall be known as the
`continued dumping and subsidy offset'.
`(b) DEFINITIONS- As used in this section:
`(1) AFFECTED DOMESTIC PRODUCER- The term `affected domestic
producer' means any manufacturer, producer, farmer, rancher, or worker
representative (including associations of such persons) that-`(A) was a petitioner or interested party in support of the petition
with respect to which an antidumping duty order, a finding under
the Antidumping Act of 1921, or a countervailing duty order has
been entered, and
`(B) remains in operation.
Companies, businesses, or persons that have ceased the production of the
product covered by the order or finding or who have been acquired by a
company or business that is related to a company that opposed the
investigation shall not be an affected domestic producer.
Congressional opponents of the Byrd amendment gave up on efforts to repeal the
measure during the 106th Congress. Opponents had hoped to move a bill on the Taxpayer
Relief Act and not on another appropriations bill because this was seen as a better way to
avoid Sen. Byrd, who would be able to block appropriations measures as the ranking
member of the Appropriations Committee. Sen. John McCain (R-AZ) also protested the
inclusion of the Byrd amendment in the agriculture appropriations bill. On the Senate
floor on October 18, McCain called the amendment a “one-half billion dollar giveaway to
U.S. corporations.”
The effort to include a repeal in the tax bill failed in part because of Senate opposition,
especially from senators from industrial states, such as Sens. Mike DeWine (R-OH), Rick
Santorum (R-PA) and Arlen Specter (R-PA). Efforts to repeal the amendment will likely
be taken up next year in the context of the renewal of the Andean Trade Preferences Act
or a bill revisiting the modernization of the U.S. Customs Service.
A number of U.S. trading partners have expressed their discontent with the measure and
are threatening to challenge it in the WTO. At the Nov. 2 WTO Anti-Dumping
Committee meeting, Japan blasted the Byrd amendment, calling it a double protection
and saying it went beyond the remedies provided for in the anti-dumping agreement.
Japan was joined by Australia, Brazil, Canada, Chile, the EU, India, Korea, Mexico, New
Zealand and South Africa in complaining about the provision.
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The Congressional Steel Caucus
The Congressional Steel Caucus is formed by 104 members of the House of
Representatives, of which 43 are Republicans and 61 Democrats. The State of
Pennsylvania has the highest number of member Representatives, followed by Ohio,
Michigan, and Illinois (see table below).
Table 67: Members of the Steel Caucus by State
State
# Representatives
Pennsylvania
18
Ohio
12
Michigan
9
Illinios
8
Alabama
5
Indiana
4
Texas
4
West Virginia
3
Other
41
The Caucus is chaired by Rep. Ralph Regula (R-OH) and has Rep. John Murtha (D-PA)
as its vice-chairman. Rep. Jack Quinn (R-NY) is the Chairman of the Executive
Committee and Rep. Peter Visclosky (D-IN) is the Committee’s vice chairman.
Trade Votes
The Senate steel roster (see end of chapter) covers 10 Senators from the five leading steel
producing states. Out of the ten, seven are Republicans. Overall, both Republicans and
Democrats are free traders. Considering all trade votes, six out of seven Republicans and
three out of three Democrats were considered free traders (voted in favor of free trade in
2 out of 3, 3 out of 4, or all trade votes while serving). The NAFTA vote was not
included as only 2 Senators cast votes on NAFTA). Both Republicans and Democrats
voted overwhelmingly in favor of PNTR and the Africa/CBI Trade Act, but two out of
the three Democrats voted against Fast Track and only one Republican followed suit (out
of 5 Republicans in 1998).
Table 68: Senate Trade Votes
PNTR
No
1
Yes
9
Not cast
0
Democrats (no)
0
Republicans (no)
1
Democrats (tot)
3
Republicans (tot)
7

Africa/CBI
0
10
0
0
0
3
7
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Fast Track
3
4
3
2
1
2
5

NAFTA
0
2
8
0
0
0
2

The House steel roster (see end of chapter) covers 48 Representatives from the five
leading steel producing states who are members of the steel caucus. Out of the 48, the
majority is Democratic (see table 69). Unlike the pro-trade stance of the Senators, House
members have a clearly protectionist vote record. 29 Representatives voted against
PNTR, 24 against Africa/CBI, 36 against Fast Track, and 22 against NAFTA. Overall,
Democrats are more protectionist. Out of the 29 votes against PNTR, 26 are Democratic,
out of the 36 against Fast Track 28 are Democratic, and out of the 22 against NAFTA 19
are Democratic. Considering all trade votes, 26 out of the 29 Democratic Representatives
are considered protectionist (voted 2 out of 3, 3 out of 4, or against all trade bills), while
13 out of 19 Republicans are considered free traders.
Table 69: House Trade Votes
PNTR
No
29
Yes
19
Not cast
0
Democrats (no)
26
Republicans (no)
3
Democrats (tot)
29
Republicans (tot)
19

Africa/CBI
24
24
0
22
2
29
19

Fast Track
36
10
2
28
8
29
17

NAFTA
22
7
19
19
3
20
9

Although China extended a number of concessions to the United States in the steel sector
(listed below), legislators from both Houses covered by this study have opposing views
about free trade. Senate members voted in favor of China PNTR regardless of party
orientation, while House members voted along party lines (Democrats against and
Republicans in favor of China PNTR).
According to the agreement with the United States, China will reduce its tariffs on steel
and steel products from its current average tariff of 10.3% to 6.1%. Reductions will
commence upon accession and will be completed by January 1, 2003. China has also
agreed that any entity will be able to import most products, including steel, into any part
of China. This commitment is phased in over a three-year period with all entities being
permitted to import and export at the end of the period.
China -- which generally prohibits companies from distributing imported products or
providing related distribution services -- will permit foreign enterprises to engage in the
full range of distribution services. These rights will be phased in over a three-year period
for almost all products, including steel. Besides, China has committed to a strong
product-specific safeguard that allows the United States to address import surges.
Specifically, the safeguard allows the United States to restrain increasing imports from
China that cause or threaten to cause market disruption for 12 years after accession.
After that, current U.S. safeguard provisions -- Section 201 -- remain available to address
increasing imports.
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The Agreement also explicitly permits the United States to continue to use its current
non-market economy methodology on antidumping cases for 15 years after China's
accession to the WTO.
The Africa/CBI vote mirrors the outcome of the China PNTR vote. Senators voted in
favor of the trade bill, while House members were split along party lines. Unlike China
PNTR, however, the Africa/CBI Bill poses a potential threat to the U.S. steel industry.
Over 1,800 products may receive GSP status under the new law, including steel and
related products under HCS code 1274-1586. It is therefore to no surprise that a number
of companies and organizations representing steel interests, such as the Ferro Alloys
Association, American Alloys, Inc., Flat-Rolled Task Force, and Specialty Steel Industry
of North America provided comments to the U.S. Trade Representative against the
inclusion of certain steel products in the extended GSP list.
Campaign Contributions and Lobbying
Over the last 10 years, the steel industry contributed $8.7 million to election campaigns
(includes contributions to federal candidates and political parties from PACs, soft money
donors, and individuals giving $200 or more). Between 1990 and 2000, Republicans
received on average 64 percent of the contributions and Democrats 36 percent. Over the
same period, Republicans have increased their share of the contributions. In 1990,
Republicans received 47 percent of the contributions, and partial data from the 2000
elections indicate that Republicans will control approximately 75 percent of the
contributions over this last election cycle.
US House of Representatives and U.S. Senate 1996 Election Cycle
The U.S. steel industry contributed $1.1 million to House and Senate members during the
1996 election cycle. Republican candidates received the majority of the funds – 68
percent. Incumbents received 66 percent of the contributions in the 1996 election cycle.
Following is detailed information on the contributions.
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$1,119,113
$ 739,116
$ 360,875
$ 757,288

(66%)
(32%)
(68%)

Table 70: Recipients and Average Contributions (1996 Election Cycle)
Chamber
House
Members*
Senate
Members *

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

57

110

$2,592

$2,708

17

37

$4,787

$4,690

Source: Center for Responsive Politics *Members for this election cycle only
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US House of Representatives and U.S. Senate 1998 Election Cycle
The U.S. steel industry contributed $992,408 to all candidates in the 1998 election cycle,
a small reduction from the previous elections. The relative share of Republicans
decreased from 68 to 65 percent. There is a noticeable increase in the average
contribution to Democratic House Members and Republican Senate members.
•
•
•
•

Total contributed to all candidates
Total contributed to incumbents
Total to Democratic candidates
Total to Republican candidates

$
$
$
$

992,408
713,610
345,363
647,045

(72%)
(35%)
(65%)

Table 71: Recipients and Average Contributions (1998 Election Cycle)
Chamber

# Democratic
Recipients

# Republican
Recipients

Average Cont.
Democrats

Average Cont.
Republicans

63

110

$3,177

$2,489

21

29

$3,239

$5,902

House
Members*
Senate
Members *

Source: Center for Responsive Politics *Members for this election cycle only

Largest Contributors
The following two tables list the largest corporate contributors in the 1996 and 1998
election cycles.
Table 72: Corporate Contributions: House and Senate 1996 Election Cycle
RANK
ORGANIZATION
AMOUNT
DEMS
Worthington Industries
1
$213,425
0%
2
Bethlehem Steel
$171,015
43%
3
LTV Steel
$116,920
42%
4
Beta Steel Corporation
$100,000
100%

REPUBS
98%
57%
58%
0%

5

Schnitzer Steel Industries

$89,650

80%

20%

6

United Steel Industries

$75,078

51%

49%

7

Keystone Consolidated

$62,500

0%

100%

8

Olympic Steel

$62,250

92%

8%

9
10

American Iron & Steel
Allegheny Ludlum Steel

$62,200
$56,600

51%
21%

49%
79%

Source: Center for Responsive Politics
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Table 73: Corporate Contributions: House and Senate 1998 Election Cycle
RANK ORGANIZATION
AMOUNT
DEMS REPUBS
1
Bethlehem Steel
$156,975
27%
73%
2
Worthington Industries
$93,660
0%
100%
3
American Iron & Steel
$86,000
47%
53%
4
LTV Steel
$84,800
35%
65%
5

Olympic Steel

$83,350

96%

4%

6

Steel Service Center Inst.

$62,500

50%

50%

7

US Steel Group

$41,300

55%

45%

8

Northwest Aluminum

$34,500

72%

28%

9
10

Texas Industries
Sandmeyer Steel

$33,250
$32,560

6%
0%

94%
100%

Source: Center for Responsive Politics
Methodology: The numbers on the above two charts are based on contributions from PACs, soft money donors, and
individual giving $200 or more. (only those groups giving 13,000 or more are listed). All donations took place during
the 1995-1996 and 1997-1998 election cycle and were released by the Federal Election Commission.

PAC Contributions
Among the top 20 recipients of steel contributions in the 1998 election cycle, sixteen are
House and Senate candidates from the five leading steel producing states. Sen. George
Voinovich (R-OH) ranks first with $60,900. Sen. Arlen Specter (R-PA) received $30,400
and Sen. Evan Bayh (D-IN) $20,993 (see table x).
Steel companies also contributed to members of the House Steel Caucus. Overall,
contributions to House members are lower than to Senators, but Representatives from the
states of Ohio and Indiana have been consistently receiving contributions. Rep. Rod
Blagojevich (R-IL) ranks first among his peers with $24,000 and $21,000 in contributions
during the 1998 and 1996 election cycles, respectively. Rep. John Murtha (D-PA), vice
chairman of the House Steel Caucus, received $20,000 and $18,500 in the 1996 and 1998
election cycles, respectively. On the other hand, the chairman of the Caucus, Rep. Ralph
Regula (R-OH), who authored several bills to protect the steel industry, has received
negligible contributions from the steel industry.
One of the biggest contributors is Bethlehem Steel, which contributed $43,675 in PAC
contributions in the 1998 election cycle. $19,175 of the PAC contributions went to
House members and 78 percent of these contributions went to Steel Caucus members
covered by this study. Total contributions by Bethlehem Steel, including soft money,
totaled $156,975. Partial data from the 2000 election shows that Bethlehem Steel has
increased its PAC contributions to $70,350. Renco Group, the third largest contributor in
the 2000 election cycle, contributed, for example, $4,400 in PAC contributions to Rep.
Peter Visclosky (D-IN) and $5,000 to Rep. Tim Roemer (D-IN), both members of the
Steel Caucus, during the 1998 election cycle.
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Table 74: 20 Top Recipients of Steel Contributions (1998 Election Cycle)
Rank
Candidate
Office

Amount

1 Voinovich, George (R) - OH

Senate

$60,900

2 Specter, Arlen (R) - PA

Senate

$30,400

3 Blagojevich, Rod (D) - IL

House

$24,000

4 McGovern, Jim (D) - MA

House

$22,750

5 Bayh, Evan (D) - IN

Senate

$20,993

6 Wyden, Ron (D) - OR

Senate

$19,020

7 Murtha, John (D) - PA

House

$18,500

8 D'Amato, Alfonse (R) - NY

Senate

$17,500

9 Santorum, Rick (R) - PA

Senate

$15,800

10 Didrickson, Loleta (R) - IL

Senate

$13,800

11 Faircloth, Lauch (R) - NC

Senate

$12,800

12 Kasich, John (R) - OH

House

$12,300

13 Boehner, John (R) - OH

House

$12,100

14 Pritzker, Jay (D) - IL

House

$11,750

14 Weller, Jerry (R) - IL

House

$11,750

16 Dingell, John (D) - MI

House

$11,500

16 Dougherty, Charles (R) - PA

House

$11,500

18 DeWine, Mike (R) - OH

Senate

$11,250

19 Fitzgerald, Peter (R) - IL

Senate

$11,055

20 Klink, Ron (D) - PA

House

$10,700

Source: Center for Responsive Politics

LTV Steel was also a large contributor to federal candidates. During the 1998 election
cycle, LTV Steel contributed $68,250 in PAC money. Contributions went mostly to
candidates in Ohio, Michigan, Pennsylvania, and Indiana. $500 went to Rep. Phil
English (R-PA), who sponsored a bill to protect the steel industry, $2,000 went to the
vice-chairman of the Steel Caucus, Rep. John Murtha (D-PA), $2,000 went to Sen. Mike
DeWine (R-OH), and $1,500 went to Sen. Arlen Specter (R-PA). Both helped derail
efforts to repeal the Byrd Amendment.
The following table provides data on PAC contributions by the steel industry during the
1998 election cycle. Contributions totaled $311,205, of which 36 percent went to
Democrats and 64 percent to Republicans. In the 2000 election cycle, steel companies
contributed $339,038 in PAC money to federal candidates. Of the total, 36 percent went
to Democrats and 64 percent to Republicans.
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Table 75: Steel PAC Contributions (1998 Election Cycle)
PAC Name
$
Acme Metals
3,000
AK Steel Corp.
21,700
Allegheny Teledyne Inc.
45,600
American Iron & Steel Inst.
31,750
Armco Inc.
13,475
Axia Inc.
5
Bethlehem Steel
43,675
Carpenter technology Corp.
11,250
Inland Steel
14,750
Keystone Consolidated Ind.
4,000
LTV Steel
68,250
Lukens Inc.
10,550
National Steel Corp.
2,000
Standard Steel
2,800
Steel Service Center Inst.
7,500
Texas Industries
15,500
WCI Steel
2,900
Weiton Steel Corp.
7,500
Wheeling-Pittsburgh Steel
5,000
Source: Center for Responsive Politics

Lobbying Firms
Following is a list of prominent lobbying firms working for the steel industry.
•
•
•
•
•
•
•

Collier, Shannon et al
Arter & Hadden
MWW Group, Inc.
Skadden, Arp et al
Davis & Harman
Black, Kelly et al
MV3 & Associates

During 1998, the steel industry spent $4,149, 727 in lobbying activities. Bethlehem
Steel, LTV Steel, and the American Iron & Steel Institute have spent the largest sums on
lobbying (see table 76).
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Table 76: Steel Industry Lobbying Expenses (1998)
Entity/Company
$
AK Steel
20,000
Allegheny Teledyne Inc.
360,000
American Cast Iron Pipe
40,000
American Iron & Steel Inst.
535,000
Armco Inc.
40,000
Bethlehem Steel
1,480,000
European Confed. Of Iron &
20,000
Steel Ind.
Inland Steel
100,000
Integrated Steel Producers
300,000
Coalition
LTV Steel
699,384
Macalloy Group
100,000
Specialty Steel Group of
80,000
America
Steel Manufacturers Assn.
60,000
Steel Service Center Inst.
160,000
US Steel
100,000
WCI Steel Inc.
15,343
Wheeling Pittsburgh Steel
TOTAL

40,000
4,149,727

Source: Center for Responsive Politics

US Trade Overview
In 1999, Brazil was the second largest steel mill products supplier of the United States
holding a market share of 10.6 percent, or 3,797,025 tons. Canada was the largest
supplier with a 14.1 percent market share, shipping 5,038,890 tons to the United States
(see figure x). Brazil’s market share of finished steel mill products, however, is only 3.0
percent, ranking 8th after exports from Canada, Mexico, France, Germany, Japan, Korea,
and Taiwan. Brazil’s 1999 share also declined from 98 and 97, when it controlled 3.4
and 3.2 percent of the market, respectively (American Iron and Steel Institute).
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Figure 77: Imports of Steel Mill Products (by country of origin – 1999)

Source: AISI 1999 Annual Statistical Report

Faced with increases of imports of carbon hot-and cold-rolled steel from Brazil, as well
as from Japan and Russia, the U.S. steel industry filed antidumping cases in 1998 against
Brazilian steel exporters. In light of the differentials between Brazilian domestic prices
and U.S. export prices, the U.S. Department of Commerce found Brazil to be dumping
hot-rolled steel at rates ranging from 41.27 percent to 43.0 percent. In July 1999, the
United States suspended its dumping (and subsidy) investigations of Brazilian hot-rolled
steel and put in place an agreement by Brazilian hot-rolled producers to adhere to
established reference prices and a quota of 295,000 mt per year. Pursuant to this
agreement, Brazilian producers agreed not to sell hot-rolled steel for delivery to the
United States at prices less than the reference prices for each product category that ranged
from $327 per mt to $390.95 per mt.
With regard to carbon quality cold-rolled steel, the U.S. Department of Commerce found
that Brazilian producers dumped at rates ranging from 46.68 percent to 63.32 percent,
however, the International Trade Commission (ITC) ultimately found that the cold-rolled
steel did not injure U.S. steel companies.
The July 2000 steel report by the U.S. Department of Commerce dedicates a full chapter
to Brazil. In the report, Brazilian steel producers are accused of benefiting of a home
market that is insulated from competition from abroad and lacking any meaningful
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competition at home. The Brazilian steel industry is characterized as a cartel that uses
collusion to raise prices. It goes on to say that the cartel-behavior is fostered by
segmentation of the market and the maintenance of strong cross-ownership ties to solidify
cooperation. Brazil is also accused of keeping a number of import barriers, including
high import tariffs and taxes, import licensing barriers, and “captive” distribution
channels.
Conclusions
The five leading states involved in steel production are: Ohio, Indiana, Pennsylvania,
Illinois, and Michigan. According to the U.S. Department of Commerce, the total value
of steel mill products in 1999 was $72 billion. By January 1999, the industry employed
223,700 people nationwide. Both the value of shipments and employment level declined
during 1998 and 1999.
The so-called “steel crisis” that started early to mid-1998 served as a catalyst for a series
of efforts by the US Congress - sponsored by the domestic steel industry - to expand the
scope of protectionist measures aimed at shielding the industry from external
competition. A House resolution calling for the Administration to implement a series of
initiatives set the tone of this process.
On one side was the steel industry using Congress to push the Administration to provide
relief to the industry through executive measures. On the other one, was a reluctant
Administration trying to juggle domestic interests with US trade commitments under the
WTO. First the White House and then the U.S. Department of Commerce issued reports
and plans to tackle the “steel crisis.” Some of the initiatives were incorporated from
legislation proposed by steel supporters in Congress. But when it became clear that the
Administration would not forcefully act to further protect the domestic steel industry, the
industry decided to enact trade policy through legislation. During 1999/2000 there were
two serious attempts, which ultimately failed.
But October 2000 Sen. Byrd (D-WV) successfully attached an amendment to the
Agriculture, Rural Development, Food and Drug Administration, and Related Agencies
Appropriations Act of 2001. The amendment, dubbed “Continued Dumping and Subsidy
Offset Act of 2000” transfers the antidumping and countervailing duties from the U.S.
Treasury to the petitioners of a trade remedy case. Although there were many protests by
steel-producing countries and threats of challenge in the WTO, President Clinton signed
the Appropriations Act into law November 2000.
Putting it into perspective, the Byrd Amendment is a small but important victory. It
passed without much discussion and its scope is very limited compared to the steel
industry’s agenda, but it provides a moral and financial boost to the industry.
Key to the industry’s efforts in Congress is the House Steel Caucus, one of the strongest
caucuses in Congress formed by 104 members of the House. This study looked at the
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trade vote record of 48 Caucus members belonging to the five leading steel producing
states. Of those 48 members, almost all Democrats were considered protectionists,
voting against China PNTR and the Africa/CBI trade law, for instance. On the other
hand, almost 70 percent of the Republicans belonging to this Caucus’ subgroup were
considered free traders. One could conclude that, in this case, although local issues
matter, party orientation and philosophy may play a greater role in trade votes. The
Senators of the five leading steel producing states were also considered free traders.
To achieve its goals in Congress, the steel industry has been a consistent and generous
contributor to political campaigns. Over the last 10 years, the steel industry contributed
$8.7 million to election campaigns (includes contributions to federal candidates and
political parties from PACs, soft money donors, and individuals giving $200 or more).
Although Republicans are more free trade oriented, they received on average 64 percent
of the contributions between 1990 and 2000, while the Democrats, more protectionists,
only received 36 percent. This shows that, for this subgroup, contributions are not
directly related with expectations of favorable trade votes on steel issues.
PAC money from steel companies went to House and Senate candidates from the five
leading steel producing states. In the 1998 election cycle, out of the 20 largest recipients
from the steel industry, 16 were from Pennsylvania, Ohio, Michigan, Illinois, or Indiana.
House Caucus members also received PAC contributions, however, the average dollar
value for the subgroup here considered is fairly low ($3,466). Out of the $1.5 million
steel corporations contributed to political campaigns in 1998, only $287,205 was
channeled through PACs. The remainder was individual and soft money contributions,
which are harder to link to individual members. In the 2000 elections, the soft money
component of steel industry contributions tripled to $967,410, out of a total of $2.0
million.
From the above one can conclude that (1) although under competitive pressures, the steel
industry still plays an important economic and political role, (2) from the five leading
steel producing states four (Pennsylvania, Ohio, Michigan, and Illinois) concentrate the
political power within the Caucus based on number of representatives of each state in the
Caucus, (3) the Steel Caucus is extremely active – it introduces new legislative initiatives
and effectively pressures the Administration, and (4) the steel industry is a major
contributor to political campaigns.
Within the FTAA context, the steel industry might be one of the most prepared to fend of
initiatives that could impact it as it has a history of activism on international trade issues.
Although Senators and Republican House Members have voted pro-trade on such bills as
China PNTR and Africa/CBI, both trade agreements offered little or no threat to the
domestic industry. It is certain that if the FTAA negotiations include a revision of the
U.S. antidumping and countervailing practices, the domestic steel industry will heavily
lobby against it. However, opposition to tackle U.S. antidumping laws is so strong that it
is quite unlikely that it would be included in the FTAA negotiations in the first place.
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Table 77: Senate Steel Roster
PREFIX
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

FIRST
Arlen
Rick
Mike
George
Carl
Spencer
Richard
Peter
Richard
Evan

LAST
Specter
Santorum
DeWine
Voinovich
Levin
Abraham
Durbin
Fitzgerald
Lugar
Bayh

STATE
PA
PA
OH
OH
MI
MI
IL
IL
IN
IN

PARTY PAC/96 PAC/98 PNTR
R
18,000
30,400 N
R
10,250
15,800 Y
R
7,500
11,250 Y
R
12,200
60,900 Y
D
8,950
0Y
R
12,000
900 Y
D
5,200
0Y
R
N/S
11,055 Y
R
6,150
4,750 Y
D
3,000
20,993 Y
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AFRICA
Y
Y
Y
Y
Y
Y
Y
Y
Y
Y

FAST TRACK NAFTA
N
Y
Y
N/S
Y
N/S
N/S
N/S
N
N/S
Y
N/S
N
N/S
N/S
N/S
Y
Y
N/S
N/S

Table 78: House Steel Roster
PREFIX
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative

FIRST
Robert
William
Michael
George
Tim
Paul
Frank
John
John
Joseph
Don
Bud
Bob
Phil
James
Ron
Patrick
Curt

LAST
Borksi
Coyne
Doyle
Gekas
Holden
Kanjorski
Mascara
Murtha
Peterson
Pitts
Sherwood
Shuster
Brady
English
Greenwood
Klink
Toomey
Weldon

STATE
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA

PARTY
D
D
D
R
D
D
D
D
R
R
R
R
D
R
R
D
R
R

Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative

Dennis
Steven
Robert
James
Sherrod
Paul
Marcy
Michael
Ralph

Kucinich
LaTourette
Ney
Traficant
Brown
Gillmor
Kaptur
Oxley
Regula

OH
OH
OH
OH
OH
OH
OH
OH
OH

D
R
R
D
D
R
D
R
R

PAC/96 PAC/98 PNTR
500
0N
1,250
500 N
4,750
4,750 N
0
1,000 Y
0
125 N
0
0N
8,000
800 N
20,000
18,500 N
700
0Y
3,350
5,000 Y
N/C
1,250 Y
4,750
6,500 Y
0
0N
18,910
9,400 Y
500
3,050 Y
4,850
10,700 N
N/C
4,700 Y
2,000
0Y
2,500
10,000
4,300
1,400
6,000
1,000
1,750
10,000
2,750
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8,000 N
8,500 N
3,250 N
3,550 N
2,500 N
3,000 Y
1,300 N
2,340 Y
500 Y

AFRICA
Y
N
N
Y
N
N
N
N
Y
Y
Y
Y
N
Y
Y
N
Y
Y

FAST
TRACK
N
N
N
Y
N
N
N
N
Y
Y
N/C
N
N
N
Y
N
N/C
N

NAFTA
N
N
N/C
Y
N
N
N/C
N
N/C
N/C
N/C
N
N/C
N/C
Y
N
N/C
N

N
Y
N
N
N
Y
N
Y
Y

N
N
N
N
N
Y
N
Y
N

N/C
N/C
N/C
N
N
Y
N
Y
N

Representative Thomas
Representative Ted

Sawyer
Strickland

OH
OH

D
D

1,000
0

3,175 Y
0N

Y
N

Y
N

Y
N/C

Representative
Representative
Representative
Representative
Representative
Representative
Representative
Representative

David
John
Sander
Debbie
Bart
John
Vernon
Fred

Bonior
Conyers, Jr.
Levin
Stabenow
Stupak
Dingell
Ehlers
Upton

MI
MI
MI
MI
MI
MI
MI
MI

D
D
D
D
D
D
R
R

1,000
0
4,950
0
1,000
11,700
0
0

0N
0N
3,750 Y
0N
0N
11,500 N
0Y
500 Y

N
N
Y
Y
N
N
Y
Y

N
N
N
N
N
N
Y
Y

N
N
N
N/C
N
N
Y
Y

Representative
Representative
Representative
Representative
Representative
Representative
Representative

Rod
Lane
Jesse
William
Jerry
Danny
Jerry

Blagojevich
Evans
Jackson, Jr.
Lipinski
Costello
Davis
Weller

IL
IL
IL
IL
IL
IL
IL

D
D
D
D
D
D
R

20,150
0
1,000
0
0
500
5,250

24,000 N
0N
1,000 N
0N
2,500 N
0N
11,750 Y

Y
N
N
N
N
Y
Y

N
N
N
N
N
N
N

N/C
N
N/C
N
N
N/C
N/C

Representative
Representative
Representative
Representative

Tim
Mark
David
Peter

Roemer
Souder
McIntosh
Visclosky

IN
IN
IN
IN

D
R
R
D

4,750
2,000
6,950
7,300

1,500 Y
1,500 N
3,000 Y
3,000 N

Y
N
Y
N

N
N
Y
N

N
N/C
N/C
N
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Footwear
Introduction
This chapter covers the footwear industry in the United States. The Economic Overview
provides a brief review and statistical data on the non-rubber footwear industry. The
section lists the five leading footwear-producing states, but no information was available
to determine the leading counties and districts. The Legislative Overview section
provides a short analysis of the legislative activity on footwear in the U.S. Congress. The
focus is on the trade preferences extended to the Caribbean and African nations under the
CBI/Africa trade bill. The section also provides an analysis of the trade votes of
members of the House who sponsored a bill to protect the industry. The Campaign
Contributions and Lobbying section covers campaign finance and lobbying expenditures
by the footwear industry. The chapter closes with general conclusions.
Economic Overview
Domestic production of non-rubber footwear declined about 14 percent in 1999 to an
estimated 105.9 million pairs and the value of these shipments declined to an estimated
$2.7 billion. Shipments of women’s footwear declined about 13 percent in 1999 to an
estimated 32.2 million pairs, and their value declined about the same percentage to an
estimated $639 million. Women’s footwear accounted for about 28 percent by quantity
and 27 percent by value of all non-rubber footwear product shipments in 1999. By
quantity, import penetration for this sector exceeded 94 percent (U.S. Industry & Trade
Outlook 2000 – USDOC).
The domestic non-rubber footwear production in 1998 had the following percent
distribution: 27.6% men’s, 30.3% women’s, 5.4% juvenile’s, and 35.3% slippers.
Employment in the domestic non-rubber footwear industry has been declining from
82,600 in 1988 to 33,533 in 1998.
According to "County Business Patterns," the five largest states, by employment, for
footwear manufacturing (NAICS 3162, which includes both SIC 314 - non-rubber
footwear and SIC 3021 - rubber and plastics footwear) are:
1) Maine
2) Texas
3) Wisconsin
4) Missouri
5) North Carolina

5,688 employees
4,094 employees
2,732 employees
2,565 employees
2,319 employees

Only 3 states tracked employment for non-rubber footwear as of 1997. Maine had 6,400,
Pennsylvania 2,200, and New York 2,100. Based on 1997 statistics, the U.S. women’s
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footwear industry is mostly formed by establishments with 100 to 249 employees,
followed by establishments with 20 to 49 employees.
Legislative Overview
Due to the relative small importance of the non-rubber footwear industry in the United
States, there has been little legislative action involving the industry. Discussions in
Congress and the press have mostly centered on the use of child and indentured labor, as
well as the poor working conditions of athletic footwear manufacturing plants in Asia.
Over the last two years, only one bill originating in the House (HR 2193) sponsored by
Rep. Mike McIntyre (D-NC) addressed the interests of the footwear industry. The
Americas Footwear Workers Protection Act includes language to prevent Caribbean
footwear workers from receiving duty free status under the Caribbean Basin Trade
Partnership Act (CBTPA). The Bill includes an amendment to the Harmonized Tariff
Schedule of the United States excluding certain footwear assembled in beneficiary
countries from duty-free treatment. The Bill is co-sponsored by other 5 Representatives:
Reps. Marcy Kaptur (D-OH), Bobby Rush(D-IL) , Bennie Thompson (D-MS), Dennis
Kucinich (D-OH), and John Spratt (D-SC).
Created in 1983, the Caribbean Basin Initiative (CBI) allows the President to grant
unilateral duty-free treatment on U.S. imports of eligible articles from CBI beneficiary
countries. More recently, Congress amended the CBI in Title II of the Customs and
Trade Act of 1990. Commonly known as CBI II, the Caribbean Basin Economic
Recovery Expansion Act of 1990 made the trade benefits of CBI permanent by repealing
the 12-year termination date of September 30, 1995. In addition, it gave preferential
trade and tax benefits for eligible Caribbean countries, such as a 20 percent tariff
reduction on certain leather products phased in over a five-year period. The preferential
tariff treatment, however, was not extended to imports of textiles and apparel articles
subject to textile agreements, specified footwear, canned tuna, and petroleum and certain
products derived from petroleum.
Over the last years, Congress extensively debated an extension of NAFTA preferences to
the Caribbean nations, the so-called CBI parity. August 2000, Congress approved the
Trade and Development Act 2000. The Act extends NAFTA parity to the Caribbean
nations and establishes trade preferences for Sub-Saharan nations (Africa Growth and
Opportunity Act). Entering into effect October 2000, both have implications for the
footwear industry.
Caribbean Basin Trade Partnership Act
Under CBTPA, the industry has two options: it may use the new NAFTA preference or
use the current Section 222. Under Section 222, manufacturers in the Caribbean must
assemble footwear using 100 percent U.S. made components, but can bring the product
into the U.S. duty free with no country-of-origin marking requirements.
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The new provision under CBTPA (NAFTA preference) allows manufacturers in the
Caribbean to use cheaper CBTPA or NAFTA made components and receive reduced
NAFTA level tariffs when entering the U.S. This footwear must comply with NAFTA
rules of origin and must show the country of production. NAFTA rules of origin specify
that goods must be wholly indigenous to the parties of the trade agreement, or if nonregional materials used in their manufacture are sufficiently transformed.
Footwear rules of origin require that non-originating parts (i.e., parts and materials that
originate outside trade agreement countries) undergo a “tariff shift” at the heading level
and meet a regional content requirement. The regional value content requirement is 55
percent and is calculated based on net cost (i.e., total cost less the costs of royalties, sales
promotion, packing and shipping, and allowable interest). The rules would not allow the
use of uppers produced outside trade agreement countries.
Africa Growth and Opportunity Act
The Africa Growth and Opportunity Act (AGOA) will provide duty-free or reduced
duties to U.S. imports of numerous products from potentially 39 countries in Sub-Saharan
Africa through the already-established Generalized System of Preferences (GSP)
program. Specifically, it authorizes the President to give duty free status to all footwear
subject to a finding by the U.S. International Trade Commission that footwear of the
same type and kind is not import-sensitive in the context of imports from other subSaharan African countries. The law is effective October 1, 2000 and is authorized for
eight years.
The Act is consistent with the rule of origin for the Generalized System of Preferences
program: 35 percent local value, i.e., the sum of (a) the cost or value of materials
produced in a beneficiary country (countries), plus (b) the direct cost of processing
performed in such country (countries) is not less than 35 percent of the appraised value of
the article when it enters into the U.S. customs territory. Fifteen percent of the total
appraised value, if derived from U.S.-made materials, can be counted toward the 35
percent. Moreover, content from any eligible SSA country can be cumulated to reach the
35 percent threshold. The article must be substantially transformed in the exporting
country.
On September 7, 2000, the GSP Subcommittee (made up of Commerce, Customs,
International Trade Commission, Treasury, USTR, and Labor) held a public hearing
concerning duty-free entry of certain products from African countries eligible to receive
benefits under the AGOA. Testimonies were submitted on about 700 of the 1,897
eligible products. U.S. producers in opposition to duty-free benefits testified on rubber
footwear, frozen and canned apricots and peaches, silicon metal, and ferro-vanadium.
The AGOA review was scheduled to end by November. The President will announce the
Administration’s decision in December. Full implementation of the review will be
completed by January 1, 2001.
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The Rubber and Plastic Footwear Manufacturers Association (RPFMA) repeatedly stated
their steadfast opposition to the addition of rubber footwear and slippers to the GSP list
of duty-free preferences. First, the U.S. industry is extremely import-sensitive with
imports equaling 95% of the U.S. market despite 40% tariffs on imports from most
countries. Second, despite the current minuscule level of rubber footwear imports from
Sub-Saharan Africa, RPFMA notes that the same level existed with the Caribbean Basin
Initiative (CBI) countries before an exception was granted allowing shoes of U.S. parts to
be assembled in CBI countries. U.S. imports of CBI footwear went from 200,000 pairs
prior to the exception to 6 million pairs in 1999. In addition, countries like South Africa
already have a large production capacity in place to rapidly increase production of
footwear.
Trade Votes
The Senate footwear roster (end of chapter) includes 10 Senators from the same states as
the Representatives who sponsored the footwear bill. Two represent states (Minnesota
and North Carolina) that are among the five leading footwear producers. Out of the 10
Senators, 3 are Democrats and 7 Republicans (106th Congress). The Senators voted
overwhelmingly in favor of PNTR (8 to 2 votes) and in favor of the Africa/CBI trade bill,
but helped defeat Fast Track and voted against NAFTA (see table 79). The votes against
the trade bills were concentrated among Senators from North and South Carolina on a bipartisan basis. Overall, 5 out of the 7 Republicans were considered free traders, and only
1 out of the 3 Democrats was considered a free trader. A Senator is considered free
trader if he/she votes in favor of free trade in 2 out of 3, 3 out of 4, or in all trade votes
while serving (a minimum of 2 votes are necessary).
Table 79: Senate Footwear Trade Summary
PNTR
Africa/CBI
No
2
4
Yes
8
6
Not Cast
0
0
Democrats (no)
1
2
Republicans (no)
1
2
Democrats (tot)
3
3
Republicans (tot)
7
7

Fast Track
4
3
3
2
2
2
5

NAFTA
3
2
5
1
2
1
4

Representatives who sponsored a bill to protect the footwear industry form the House
roster (see end of chapter). All 6 Representatives are Democrats. They voted
unanimously against PNTR and Fast Track and only one voted in favor of the Africa/CBI
trade bill and NAFTA (see table 80). They were all considered protectionists.
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Table 80: House Footwear Trade Summary
PNTR
Africa/CBI
No
6
4
Yes
0
1
Not Cast
0
1
Democrats (no)
6
4
Republicans (no)
0
0
Democrats (tot)
6
6
Republicans (tot)
0
0

Fast Track
6
0
0
6
0
6
0

NAFTA
3
1
2
3
0
6
0

Although China is the largest exporter to the United States of non-rubber footwear, China
PNTR did not further open the U.S. footwear market to Chinese exports. Most likely,
members who voted against PNTR focused on China’s poor human rights record. The
Africa/CBI trade bill, on the other hand, creates new export opportunities for countries in
the Caribbean and Africa, and House members voted accordingly against Africa/CBI.
Senate members supported PNTR and the Africa/CBI bill, but the link to footwear
interests is too weak to develop meaningful conclusions.
Campaign Contributions and Lobbying
Over the last few years, the footwear industry has only minimally engaged in political
and campaign contributions. Only one association PAC was identified. The Footwear
Distributors & Retailers of America, a group that generally supports free trade,
contributed $10,300 in PAC contributions to federal candidates in the 1998 election
cycle. Of the total, 32 percent went to Democrats and 68 percent to Republicans.
Among the largest recipients are:
Rep. Doug Bereuter (R-NE)
Rep. Jim Kolbe (R-AZ)
Rep. Robert Matsui (D-CA)
Sen. Charles Grassley (R-ID)
Sen. Smith Gordon (R-OH)

$1,000
$1,000
$1,000
$1,000
$1,000

Payless Shoesource Inc., a footwear retailer, also formed a PAC. In 1998, they provided
funding to a number of federal candidates, including:
Rep. Douglas Bereuter (R-NE)
Sen. Samuel Brownback (R-KS)
Rep. Jerry Moran (R-KS)
Rep. Jim Ryun (R-KS)

$2,000
$2,000
$2,000
$2,000

No PACS were found for the Rubber and Plastics Footwear Manufacturers Association,
which opposes free trade.
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Prominent Lobbying Firms
The Rubber & Plastics Footwear Manufacturers Association spent $40,000 in 1997 and
1998 hiring the services of Cooper, Mitchell J.
The Footwear Industries of America, Inc. spent $40,000 in 1998 and $20,000 in 1997.
They hired the lobbying firm Collier, Shannon et al.
The Footwear Distributors & Retailers of America spent $220,000 in 1997 and $100,000
in 1998. They used the services of R. Duffy Wall & Associates and Collier, Shannon et
al.
US Trade Overview
U.S. imports of non-rubber footwear have been increasing over the last ten years from
903,100 thousand pairs in 1988 to 1,229,831 thousand pairs in 1998. Since 1978, imports
grew 229 percent, at an average annual rate of 11 percent. In 1998, women’s non-rubber
footwear imports corresponded to 43.3 percent of the total, or 533,124 thousand pairs
(FIA).
Brazil is the second largest source of U.S. imports of non-rubber footwear, but its percent
share of total imports has been declining since 1994, from 11 percent to 6.7 percent in
1998. On the other hand, China’s has been increasing from 61.8 percent in 1994 to 72.8
percent in 1998. According to the U.S. Department of Commerce, in 1999, the five
largest suppliers by quantity of non-rubber footwear to the U.S. were China (74%), Brazil
(11%), Indonesia (5%), Italy (4%), and Spain (1.5%). Between January and March 2000,
Brazil exported 28.8 million pairs of non-rubber footwear into the U.S., a 10.4 percent
increase over the same period last year. During the first three months of this year,
Brazil’s dollar unit value for non-rubber footwear decreased 2.3 percent to $9.29. The
dollar unit value is still above China ($6.34), Indonesia ($8.65), Taiwan ($4.91), and
Hong Kong ($5.42).
The ranking remains the same when one limits import figures to women’s leather upper
non-athletic footwear. Between January and September 1999, China exported 98.1
million pairs to the U.S., followed by Brazil with 56.1 million pairs and Italy with 18.1
million pairs. Brazil’s exports increased by 2.8 million compared to the same period in
1998. Italy ranked second in 1999 for men’s leather footwear.
Conclusions
The footwear industry in the United States is in decline. Domestic production of nonrubber footwear declined about 14 percent in 1999 to an estimated 105.9 million pairs
and the value of these shipments declined to an estimated $2.7 billion. By quantity,
import penetration for this sector exceeded 94 percent. The five largest states, by
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employment, for footwear manufacturing are Maine, Texas, Wisconsin, Missouri, and
North Carolina.
In part due to its relative small economic importance, the U.S. footwear industry has not
been very active in the U.S. Congress. Over the last few years there was only one
attempt to create legislation to protect the domestic footwear industry. It was sponsored
by a small number of Representatives. The study focused on their trade vote records.
They voted against all trade bills covered by this study, from NAFTA to China PNTR.
Senate members from the same states as the House members supported China PNTR and
the Africa/CBI bill, but the link to footwear interests is too weak to develop meaningful
conclusions.
The footwear industry has only minimally engaged in political and campaign
contributions. PAC and soft money contributions have been negligible. The largest
lobbying expenses identified by this study belong to the Footwear Distributors &
Retailers of America. A pro-trade group, they spent $220,000 in 1997 and $100,000 in
1998.
Based on this study one can conclude that: (1) the domestic footwear industry plays only
a small economic role in the U.S. economy, (2) Maine and Texas support the largest
number of employees in the footwear industry and their members of Congress are more
likely to suffer grassroots pressure from constituents, (3) the footwear industry has not
been active in the U.S. Congress and provides minimal PAC and soft money
contributions to legislators, (4) China has been increasing its share of the U.S. non-rubber
footwear market in part due to the reduction of the Brazilian share.
In the context of the FTAA, the U.S. footwear industry is not prepared to provide
meaningful resistance to further tariff reductions or trade preferences to other countries.
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Table 81: Senate Footwear Roster
PREFIX
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator
Senator

FIRST
Mike
George
Richard
Peter
Thad
Trent
Strom
Ernerst
Jesse
John

LAST
STATE/DISTRICT PARTY
DeWine OH
R
Voinovich OH
R
Durbin
IL
D
Fitzgerald IL
R
Cochran MS
R
Lott
MS
R
Thurmond SC
R
Hollings SC
D
Helms
NC
R
Edwards NC
D

PNTR
Y
Y
Y
Y
Y
Y
Y
N
N
Y

AFRICA
Y
Y
Y
Y
Y
Y
N
N
N
N

FAST
TRACK
Y
N/S
N
N/S
Y
Y
N
N
N
N/S

NAFTA
N/S
N/S
N/S
N/S
Y
Y
N
N
N
N/S

Table 82: House Footwear Roster
PREFIX
Rep.
Rep.
Rep.
Rep.
Rep.
Rep.

FIRST
Marcy
Dennis
Bobby
Bennie
John
Mike

LAST
STATE/DISTRICT PARTY
Kaptur
OH-9th
D
Kucinich OH-10
D
Rush
IL-1
D
Thompson MS-2
D
Spratt
SC-5
D
McIntyre NC-7
D

PNTR
N
N
N
N
N
N

AFRICA
N
N
Y
N/V
N
N
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FAST
TRACK
N
N
N
N
N
N

NAFTA
N
N/C
N
N
Y
N/C

Product Matrix
Introduction
The product matrix condenses into one chart the most relevant information provided by
each product chapter. For each product it lists revenues, main producing states, figures of
employment, level of activity in Congress, position on free trade, campaign contributions
between 1990 and 2000, contributions at the local level, cost to taxpayer of support
programs, and a comment on the FTAA. Following is a brief description of each
variable.
Revenues
Yearly figures. Cash receipts as determined by the United States Department of
Agriculture for agricultural commodities and value of shipping for industrial products.
Main States
States that are the leading producers of a given commodity or industrial product and for
which the sector has an economic importance.
Employment
Employment in a given sector. This figure was not available for all sectors.
Activity level in Congress
Subjective ranking of how active an industry or sector has been in Congress, and how
effective it has been in pushing for certain legislation and fending off attacks to reduce
government subsidies or trade barriers. A sector can be very active, active, or not active.
Refer to the Legislative Overview section in each chapter for detailed analysis.
Position on free trade
Provides an assessment by sector of the position on trade held by a majority of the
Senators and Representatives. They can be in favor (voted 3 out of 4 or 4 out of 4 in
favor of free trade), against (voted 3 out of 4 or 4 out of 4 against free trade), or selective
(voted 50/50). Refer to the Legislative Overview section in each chapter for detailed
analysis.
Campaign Contributions
Data on total campaign contributions (PAC money, soft money, and individual
contributions) between 1990 and 2000.
Contributions at the local level
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Subjective ranking on how much money an industry/sector has contributed to members of
Congress of a particular district or state and how effectively the money has been spread.
Mostly based on PAC contributions tracked to individual members of Congress included
in this study. Refer to the Legislative Overview section in each chapter for detailed
analysis.
Cost to taxpayer of Program
Data on the cost to the U.S. tax payer of support programs funded by the U.S.
government. This information does not apply to all sectors.
FTAA
Authors’ opinion on whether there is room for negotiations or concessions in the FTAA
process.
Ranking
The eight variables described above provide the basis for an assessment of the economic
and political strength of a sector or industry. Based on the product matrix, sectors are
ranked by their relative strength (1 – strongest and 4 - weakest). The ranking and
detailed information provided by each product chapter help evaluate how effectively a
sector will protect its interests in the U.S. Congress during the FTAA negotiations.
Steel and Corn (ethanol) ranked strongest (1), mostly due to their high revenues, high
level of activity within Congress, and high dollar value of campaign contributions. Sugar
ranked 2, due to its high level of activity within Congress and high dollar value of its
campaign contributions. Tobacco and poultry ranked 3. Tobacco due its extremely high
campaign contributions and strong contributions at the local level and poultry due to its
high revenue, high dollar value of campaign contributions, and strong contributions at the
local level. Orange juice and footwear ranked weakest (4) due to their relatively low
revenue, low level of activity within Congress, low level of contributions, and weak
contributions at the local level.
Table 83: Ranking of Economic and Political Strength
Rank
Sector/Industry
1
Steel and Corn
2
Sugar
3
Tobacco and Poultry
4
Orange Juice and Footwear
To better assess the effectiveness of a sector or industry to lobby its legislators, one must
ask the question of whether Senators and House Members have voted according to the
preferences of an interest group. For instance, although steel was ranked 1, Senators
from steel-producing states have a pro-trade vote record. On the other hand, sugar, which
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ranked 2, was successful in lobbying its legislators to vote against NAFTA. The
following section provides initial considerations on this issue.
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PRODUCT MATRIX
Product

Revenues

Main
States

Tobacco

$1.09 bi in 2000

TN, VA,
KT, NC,
SC

Corn

Sugar

Orange
Juice
Conc.
Footwear
Steel
Poultry

Activity
Level in
Congress
Active

Position on
Free Trade

$17.0 billion per
IL, MN,
year (average
IN, IO
between 1993-98)

Very Active

$1.0 billion (5
largest sugar beet
states)
$861 million
(sugar cane states
FL/LO)
$1.75 bi in 2000

FL, LO,
ND,
MN, ID

FL

$2.7 billion in
1999 (non-rubber
footwear)
$75 billion in
2000

ME, TX,
WI,
MO, NC
OH, IL,
PE, IN,
MI
GE, AL,
AR, NC,
MS

$15.1 billion in
1999

Employ
ment

Campaign
Contribution
1990-2000
$37.9 million

Contr.
Local
Level
Strong

Cost to
Taxpayer
of Program
$200
million in 5
years

FTAA

Sen: in favor
Rep: in favor

Aprox. $10
million *

Strong

Very Active

Sen: selective
Rep: selective

$15 million

Good

155,000
(FL ag)

Not Active

Sen: in favor
Rep: selective

Aprox. $3
million **

Weak

N/A

Not Available

Weak

N/A

Strong fight.
Room for
concessions.
Room for
concessions

17,400
(5
states)
223,700
in Jan
99
118,000
(5
states)

Not Active

Sen: selective
Rep: against

Very Active

Sen: in favor
Rep: selective

$8.7 million

Good

N/A

Active

Sen: selective
Rep: against

$6.0 million

Strong

Sen: selective
Rep: against

Room for
negotiation
only with
tobacco ind.
support.
$11.1
Room for neg.
billion
only with opt.
1981-2000
for U.S. corn
exports.
$1.5 bi 1996 Program
$1.9 bi 1998 under stress.
Room for
concessions.

* Estimate based on Cargill and ADM contributions in 1996 and 1998 ** Estimate based on the contributions of the largest companies.
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No room for
concessions.
Room for neg.
on EEP. Fight
on sanitary
barriers.

Trade Vote Record
Each product chapter includes information on the trade vote record of Republicans and Democrats
and the product matrix highlights the overall position on trade of Senators and House Members for
each sector. This section attempts to provide initial thoughts about some of the factors that may
influence a trade vote, including whether there is a relationship between the vote record and the
position on trade of a domestic constituency. Do Senators and Representatives vote against/in favor
of free trade due to grassroots lobbying by special interest groups, such as the Steel Caucus and the
sugar lobby?
The following table presents the trade votes by sector for the four trade bills considered by the study.
The yes votes are highlighted in green and the no votes in red.
Table 84: Trade Votes by Sector
Sector/Vote
China PNTR
Poultry
8x2
Yes
Poultry
8x6
No
Corn
10x0
Yes
Corn
11x4
Yes
Orange
2x0
Yes
Orange
5x3
Yes
Steel
9x1
Yes
Steel
29x19
No
Sugar
13x1
Yes
Sugar
10x7
Yes
Tobacco
7x3
Yes
Tobacco
11x7
No
Footwear
8x2
Yes
Footwear
6x0
No

Africa/CBI
5x4
No
6x6
9x1
Yes
10x4
Yes
2x0
Yes
6x1
Yes
10x0
Yes
24x24
10x4
Yes
11x5
Yes
5x5
11x7
No
6x4
Yes
4x1
No

Fast Track
4x3
Yes
6x5
No
4x3
Yes
10x5
Yes
2x0
Yes
4x3
Yes
4x3
Yes
36x10
No
7x6
Yes
9x7
No
5x3
Yes
11x4
No
4x3
No
6x0
No

NAFTA
2x2
5x2
Yes
4x1
Yes
5x3
Yes
2x0
Yes
3x2
Yes
2x0
Yes
22x7
No
6x4
No
8x4
No
3x3
4x2
No
3x2
No
3x1
No

Chamber
Senate
House
Senate
House
Senate
House
Senate
House
Senate
House
Senate
House
Senate
House

Yes = in favor of trade No = against trade

Senators from corn, orange, steel, and sugar states voted in favor of free trade in 4 out of 4 or 3 out
of 4 votes (sugar), despite the potential threat to the orange juice and steel industries of NAFTA and
Africa/CBI, respectively. Senators from tobacco and poultry states voted in favor of free trade in 2
out of 4 votes (both supported China PNTR and Fast Track). Due to a different methodology for the
footwear industry, the analysis did not include footwear data.
House Members of states and districts covered by the study have been less supportive of free trade.
Only Members from corn and orange states voted in favor of free trade in 4 out of 4 votes. Members
from sugar states split 50/50, supporting China PNTR and Africa/CBI, members from poultry states
voted against China PNTR and Fast Track but supported NAFTA, and members from steel and
tobacco states voted against free trade in 3 out of 4 and 4 out of 4 trade votes, respectively. Due to a
different methodology for the footwear industry, the analysis did not include footwear data.
From the above it is observed that Senate and House members from corn and orange states are protrade. Senators and House Members from sugar states have a mixed record tending toward free
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trade. Both voted against NAFTA, and House Members against Fast Track. Senators from steel
states are pro-trade, but House members are protectionists. The same tendency applies to
Congressional Members from tobacco states. Senators and House Members from poultry states have
opposing views on trade (when Senators vote in favor of a bill, House members vote against, and
vice-versa).
Overall, Senators are more inclined toward free trade, while House Members are more inclined
toward taking a protectionist stance.
Before addressing the question posed above, one must consider that other factors besides the trade
impact of a bill have a bearing on a trade vote, such as labor and environmental issues, human rights
issues, personal views on trade, and party line. The following table lays out the number of votes
against free trade by party. The information is provided for each sector for the Senate and House.
Table 85: Number of Votes Against Free Trade By Party and Sector
Product

Party/No Vote

Steel
Steel
Steel
Steel
Orange
Orange
Orange
Orange
Poultry
Poultry
Poultry
Poultry
Corn
Corn
Corn
Corn
Sugar
Sugar
Sugar
Sugar
Tobacco
Tobacco
Tobacco
Tobacco

Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans
Democrats
Republicans

China
PNTR
0
1
26
3
0
0
1
2
0
2
2
6
0
0
2
2
1
0
4
3
1
2
8
3

Africa/CBI

Fast Track

NAFTA

Chamber

0
0
22
2
0
0
0
1
2
3
1
5
1
0
2
2
4
0
3
2
2
3
5
6

2
1
28
8
0
0
1
2
0
3
1
5
3
0
2
3
6
0
6
3
1
2
8
3

0
0
19
3
0
0
0
2
0
2
1
1
1
0
3
0
5
1
5
3
1
2
4
0

Senate
Senate
House
House
Senate
Senate
House
House
Senate
Senate
House
House
Senate
Senate
House
House
Senate
Senate
House
House
Senate
Senate
House
House

Table 86 summarizes the data presented above. It provides the total number of Democrats and
Republicans in the House and Senate who voted against each trade bill. It also gives the total
number of Democrats and Republicans considered by the study.
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Table 86: Number of Votes Against Free Trade by Party and Total Number of Dems. and Reps.
Party (no
China
Africa/CBI Fast Track
NAFTA
Chamber
vote)
PNTR
Total
Democrats
2
9
12
7
Senate
Total
Republicans
5
6
6
5
Senate
Total
Democrats
43
33
46
32
House
Total
Republicans
19
18
24
9
House
Total #
Democrats
25
24
19
14
Senate
Total #
Republicans
31
31
25
15
Senate
Total #
Democrats
56
53
54
38
House
Total #
Republicans
64
62
56
29
House
Table 87 provides the percentage of Democrats and Republicans who voted against a trade bill in the
Senate and House.
Table 87: Percent Votes Against Free Trade by Party and Chamber
Party/No votes
China
Africa/CBI
Fast Track
PNTR
Democrats (no)
2%
37.5%
63%
Republicans
16%
19%
24%
(no)
Democrats (no)
77%
62%
85%
Republicans
30%
29%
43%
(no)

NAFTA

Chamber

50%
33%

Senate
Senate

84%
31%

House
House

The figure below provides the same information as in table 87, however in graph format.
Figure 12: Percent Votes Against Free Trade by Party and Chamber
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Figure 12 shows that House Democrats carry the highest percentage of votes against trade bills,
followed by Senate Democrats, House Republicans, and Senate Republicans. From the tables above
additional conclusions can be drawn. The percentage of votes against free trade of Democratic
Senators varies considerably, from only 2 percent against China PNTR to 63 percent of the votes
against Fast Track. Republican Senators have a more stable trade vote record. Their percent vote
against a trade initiative ranges between 16 and 33 percent. The percentage of votes against a trade
bill for Democratic House Members also varies considerably, ranging between 62 and 85 percent
(23% range). The range for Republican House Members is smaller, 14 percent, between 29 and 43
percent. In summary, Democrats are less supportive of free trade and more selective when it comes
to a vote on trade bills, while Republicans are stronger free traders and have a more cohesive
position on trade.
Applying this concept to the individual sectors helps explain some of the vote records. For instance,
the Senate roster for steel includes more Republicans and the House roster more Democrats. The
Senate Republicans voted in favor of the trade bills while the House Democrats against them (see
table 85). This is also the case for tobacco, corn and orange. The House tobacco roster is formed by
a majority of Democrats who voted against the four trade bills. On the other hand, the House corn
and orange rosters, formed by a majority of Republicans, voted in favor of all trade bills. But the
“rule” does not fully apply, for instance, to the tobacco and corn Senate rosters, and the poultry
House roster.
Going back to the question of whether sectors are strong enough to make its will prevail in vote
outcomes, there is no one answer. Legislators take into consideration a number of factors when
voting on a trade bill, including opposing views by constituencies, labor and environmental
concerns, party line, and philosophical approach to trade. From the above, the following general
rules apply: (1) Senators are more pro-trade than House Members and (2) Republicans in both
Houses are stronger trade advocates than Democrats. It is therefore concluded that sectors will have
a better chance of successfully lobbying House members (Democrats more than Republicans) to
support protectionist measures. Steel (ranked 1) has a good grip on House Members, as well as the
corn industry (ranked 1). To a lesser extent, so do sugar (ranked 2) and tobacco (ranked 3). Orange
juice (ranked 4) has a less successful record with House members.
In summary, the stronger the sector the likelier it is that it will successfully lobby members of
Congress to support protectionist measures. House Members are more prone to support those views,
particularly House Democrats. As legislators take into consideration a number of factors to form an
opinion about free trade, sectors ranked 1 and 2 have a greater chance to influence legislators.
Sectors ranked 3 and 4 are at a relative disadvantage.
The vote record, however, does not provide conclusive data to evaluate the strength of a sector, as
lobbying also takes place during the negotiations of a trade agreement, including or excluding
certain provisions from the final bill that undergoes a vote. A detailed analysis of each sector’s
lobbying history could be the scope of another study.
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