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Sugar sector

1. Background and key issues

With world market sugar prices higher
than levels since 2009, the EU sugar mar-
ket has not operated as expected in the
post-reform period.

“The EU sugar market has not
operated as expected in the
post-reform period”

At times world market prices have been
higher than EU prices. This, coupled with
internal EU sugar market regulation, has
led to sugar shortages emerging on the
EU market since 2010-11. These ‘short-
ages’ have fallen particularly heavily on
traditional raw cane sugar refiners. In the
post-reform period, EU beet sugar com-
panies have invested in some 1.85 million
tonnes of new raw cane sugar refining
capacity. These ‘co-refiners’ currently
enjoy significant competitive advantages
over traditional cane sugar refiners.

The European Commission (EC) has
come under intense criticism from indus-

trial sugar users and traditional refiners
for its management of the current sugar
regime, increasing pressure for further
reforms. While quota abolition would une-
quivocally shift EU beet production to the
lowest cost production zones, improving
overall price competitiveness, some EU
governments have been reluctant to abol-
ish quotas earlier than 2020.

On the assumption of production quota
abolition in 2015, a Commission staff
working document estimated that this
would lead to:

B sugar beet and white sugar prices falling
“below the current support prices”;

B anincrease of 6.9% in EU sugar exports;
B areduction of 4.7% in EU sugar imports.
The alternative would be an accumula-

tion of sugar stocks in the EU. Such a
situation of stock accumulation could be
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further complicated by any revision of
EU biofuel targets which, depending
on the specific modifications made
to the sustainability criteria under the
Renewable Energy Directive (RED),
could result in increased imports of
bioethanol or increased use of sugar
beet for ethanol production.

This could either complicate or simplify
EC efforts to establish a “framework
of modernised market management
instruments” in the sugar sector. Nev-
ertheless, any modernised market
management framework is likely to
include more effective safety nets for
EU sugar beet farmers and an exten-
sion of policy measures to strengthen
the functioning of supply chains to the
sugar sector.

On 1 October 2012, all minimum price
guarantees for imports of sugar from
the ACP were discontinued. However,
these minimum price guarantees had
become increasingly irrelevant, given
the closer links between global and EU
sugar market price trends. With the
wide variety of diverse factors influenc-
ing global sugar prices, the way that
specific ACP-EU sugar supply chains
function is likely to take on growing sig-
nificance. In this context, the chang-
ing patterns of corporate ownership
across the global sugar sector are likely
to require close scrutiny.

Price volatility on global sugar markets
is increasing the importance of diver-
sifying the revenue streams generated
from sugar cane production.

revenue diversification is likely to be of
growing importance.

The ACP continues to be concerned
about the direct and indirect price
effects of quota abolition, including the
impact of uncertainties on investment
mobilisation for sugar sector restruc-
turing. Throughout 2012, the ACP/
LLDC sugar group continued to call for
the continuation of EU sugar produc-
tion quotas until 2020 and an exten-
sion of sugar protocol accompanying
measures programmes beyond 2014.
The ACP/LDC group also continued
to oppose any further liberalisation of
EU sugar import arrangements. At the
EU Agriculture Council of 18-19 March
2013, political agreement was reached
to extend the sugar quota regime until
the 2016/17 marketing year (MY).

This provides the background for sugar
sector developments in ACP regions,
which are covered in the Agritrade
companion special report, ‘Regional
developments in ACP sugar sectors
2012/13’, 13 September 2013.

2. Latest
developments

Global sugar market
developments

In August 2012, the International Sugar
Organization (ISO) reported a return
to global sugar surpluses, with the
stocks-to-use ratio rising to 40%.

Price volatility on global sugar
markets is increasing the
importance of diversifying the
revenue streams generated
from sugar cane production.

From an ACP sugar cane farming per-
spective, the extent to which farmers
are able to benefit from this process of
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‘A return to global sugar sur-
pluses is expected to exert a
downward pressure on prices”

This signalled an end to the period
of low stocks that prevailed from
2008-09 to 2011-12. This situation is
expected to exert a downward pres-
sure on prices.However, market prices

remain vulnerable to production dis-
ruptions. For example, there are con-
cerns over the impact that the perilous
financial state of a number of Brazil-
ian sugar companies could have on
‘ratoon’ renewal (sugar cane cultivation
practices).

The expansion of biofuel production
in recent years has strengthened the
link between global oil price trends and
global sugar price trends. Production
decisions in Brazil provide the key
interface in this regard. However, this is
a multifaceted process. For example, in
response to reduced US maize-based
ethanol production, a larger volume of
Brazilian sugar cane has been diverted
to ethanol production (562% of cane
supplies for ethanol, 48% for sugar).
This shift in sugar cane usage was
further supported by rumours of an
increase in Brazilian blending require-
ments (from 20 to 25%), which at a
stroke would absorb an additional 20
million tonnes of cane (equivalent to
2.6 million tonnes of sugar).

Stagnant demand in developed coun-
tries, rising demand in developing
country markets (including the ACP)
and production responses to previ-
ously high prices all further complicate
global sugar market price formation.
This raises challenges for ACP produc-
ers seeking to maximise their finan-
cial returns. Just how substantial this
challenge can be was highlighted by a
Rabobank report in September 2012.

The Rabobank report noted a 20%
increase in global sugar prices between
mid June 2012 and the end of July
2012, with a corresponding decline in
the subsequent weeks, following higher
production forecasts.

Despite sugar prices edging lower in
2012, average sugar prices over the
next 10 years are projected to be above
levels prevailing over the past decade,
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according to the OECD-FAO Agricul-
tural Outlook of July 2012. (Raw and
white sugar prices were projected at
US$0.22/Ib and US$0.26/Ib respec-
tively for MY 2021/22). However, it was
acknowledged that “bouts of price
surges and volatility remain a clear
possibility”.

Future global sugar price prospects
are likely to impact on the nature of the
future EU sugar regime, with the US
Department of Agriculture (USDA) sug-
gesting that higher prices could facili-
tate the abolition of EU production quo-
tas (see Agritrade article ‘Global price
trends could facilitate “soft landing” for
EU sugar production quota abolition’,
11 March 2012). However, shorter-term
political considerations are currently
dominating EU discussions.

The functioning of the EU
sugar market

In 2011, high beet and sugar content
yields led to high levels of EU out-of-
quota sugar production (about 5 million
tonnes white sugar equivalent), but in
2012 these levels fell by around 9%.
In terms of market development, how-
ever, the issue is not the overall level
of EU sugar beet production as such,
but the market management arrange-
ments established by the EC alongside
the continuation of EU sugar produc-
tion quotas.

Two stakeholder groups within the EU
sugar sector, industrial sugar users
and traditional raw cane sugar refin-
ers, have faced particular problems as
a result of the way the EU market has
been managed since October 2010.
While pre-reform sugar prices faced
by EU industrial sugar users were high
relative to world market prices, prices
were stable and supplies guaranteed
under annual supply contracts. In addi-
tion, industrial users benefited from
both tariff protection on products con-
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taining sugar and non-Annex | export
refunds.

With partial reform and higher, more
volatile, world market prices, the con-
text for securing sugar supplies has
been transformed. This has led to
either a move away from annual sup-
ply contracts negotiated at the begin-
ning of the season or much tougher
contract negotiation, greatly complicat-
ing the procurement challenges facing
industrial sugar users.

According to the Committee of Euro-
pean Users of Sugar (CIUS), “EU sugar
users have seen an increase of 40%
in sugar prices within the last year [to
June 2012], leading to significant finan-
cial instability for many food manufac-
turers across Europe.”

“The present quota system has
resulted in major supply short-
ages and uncompetitive prices”

In January 2013, it was argued that
“the present quota system has resulted
in major supply shortages and uncom-
petitive prices”, while in February 2013
major sugar-using companies com-
plained of “significant supply con-
straints leading to sky-high prices”
(see Agritrade article ‘Continued con-
troversy over EC management of EU
sugar regime’, 7 April 2013).

Under current arrangements, while
industrial users can procure as much
sugar as required on the world mar-
ket (i.e. from non-preferred supplies),
high import duties are levied, raising
the costs to industrial users with no
access to preferential supplies. This
has thrown up awkward competition
issues, as some refiners and value-
added processors have been able to
secure better access to preferential
sugar imports than other refiners and
industrial users.

The concerns of industrial sugar users
also need to be seen against a back-
ground of uncertainties over sugar
market fundamentals and the recog-
nition that “bouts of price surges and
volatility remain a clear possibility” (see
Agritrade article ‘Industrial users set
out their views on sugar reform against
backdrop of global price volatility’, 9
September 2012).

For traditional raw cane sugar refin-
ers, more immediate challenges have
been faced, with Tate & Lyle Sugars
(TLS) going so far as to argue that tra-
ditional cane sugar refiners are being
systematically discriminated against
under the current management of the
EU sugar regime (see Agritrade arti-
cle ‘The future of EU sugar produc-
tion quotas’, 23 September 2012). The
reform of import licensing arrange-
ments, which expanded the right to
import raw sugar beyond traditional
raw cane sugar refiners, coupled with
the investments made by beet refiners,
has led to an intensification of competi-
tion for raw cane sugar supplies. This
has occurred in a context where the
‘co-refiners’ are in a financial position
to offer better prices for raw cane sugar
(since their capital costs are covered
by their beet processing operations).
This, it is argued, has contributed to
the widely divergent financial perfor-
mances of traditional cane sugar refin-
ers and co-refining beet processing
companies (see Agritrade article ‘Tate
and Lyle Sugars initiate a further legal
case against EC management of EU
sugar regime’, 9 D EU co-refiners enjoy
cost advantages’ ecember 2012).

In October 2012, analysis published by
USDA noted that under the tariff-rate
quota (TRQ) tendering system estab-
lished by the EC during MY 2011/12,
raw sugar was in such short supply
that full-time refiners paid import duties
of between €290 and €312.6 per tonne,
a discount of only 14.5-7.8% on the full
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EU import duty. This gave rise to the
production of refined white sugar at
significantly higher cost than the aver-
age EU price of domestically produced
sugar.

In the case of Tate & Lyle Sugars (TLS),
these sugar supply problems have
seen a major underutilisation of capac-
ity (600,000 tonnes of refined sugar
was produced in 2012, compared to 1.1
million tonnes in the pre-reform period).
Portuguese cane sugar refiners have
called on the EC to make it easier for
full-time refiners to access raw sugar
imports (see Agritrade article ‘EU co-
refiners enjoy cost advantages’, 28 May
2012).

It has been claimed that the EC’s man-
agement of the EU sugar regime is
“putting the entire cane refining sector
at risk”. TLS has launched three legal
claims against the EC for damages
(totalling €198 million), for alleged mis-
management of the EU sugar market in
both 2010/11 and 2011/12. In response,
the EC maintained that “the regulations
contested by Tate and Lyle represent
a balanced policy towards the sugar
market.”

Despite these complaints and legal
challenges, the EC continues to make
use of the market management meas-
ures that have been at the centre of the
criticism. On 8 November 2012, the EC
announced its intentions “to allow 1.2
million tonnes of additional sugar on
the internal market”, drawn from out-
of-quota production and imports (see
Agritrade article ‘EC announces tem-
porary measures to boost sugar sup-
plies’, 16 December 2012). In February
2013, CIUS criticised the implementa-
tion of these measures and called on
the EC and member states “to release
the total volume of out-of-quota sugar
in the next tranche due at the end of
February to ease supply tensions” and
eliminate all levies on out-of-quota
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sugar. The EC’s management of cur-
rent policy tools thus continues to be
controversial.

“There has been considerable
volatility in individual contract
prices offered for ACP sugar
since October 2010”

There has been considerable volatil-
ity in individual contract prices offered
for ACP sugar since October 2010.
According to USDA, the lowest aver-
age monthly raw sugar contract price
was 44.9% lower than the highest price
paid during the period from November
2010 to November 2011, with a varia-
tion of 32.7% for white sugar prices.
Volatility continued to be a feature of
raw sugar prices through to June 2012,
but with far less volatility on white sugar
prices. This volatility means that while
some ACP suppliers have secured very
good prices, others have obtained
much lower prices, depending on the
contracts negotiated and the market-
ing arrangements set in place. This is
in distinct contrast to the pre-reform
period, when prices paid for ACP
sugar were fixed and common to all
contracts. This current price volatility
highlights the importance of strength-
ening the marketing of ACP sugar
through mechanisms that maximise
the returns to ACP exporters.

Despite this volatility, from Novem-
ber 2011 to June 2012 prices paid for
ACP raw and refined sugars overall
were respectively 43 and 53% higher
on average than for the period from
November 2009 to June 2010 (see Agr-
itrade article ‘USDA highlights impact
of sugar price volatility on ACP export-
ers and traditional EU cane sugar refin-
ers’, 9 December 2012).

Perspectives on further
EU sugar sector reforms

In October 2011, the EC proposed two
options for the abolition of EU sugar
production quotas:

B the immediate abolition of production
quotas in the 2015/16 season; or

B the abolition of production quotas
slightly later in the 2017/18 season.

The EU Agricultural Commissioner
Dacian Ciolos stressed that this would
not involve the abandonment of market
management instruments, but rather
the introduction of “modernised market
management instruments”. The pro-
posals provoked considerable debate.
In January 2012, a number of EU
member states governments echoed
farmers’ calls to postpone production
quota abolition until 2020, while other
member states called for early abo-
lition of production quotas (see Agri-
trade article ‘State of play in the CAP
reform debate’, 25 February 2012). This
was an issue of considerable debate
through 2012-13.

In July 2012, the vice-chairman of the
Sugar Board of the UK National Farm-
ers Union speculated that divergent
positions would give rise to a ‘euro-
fudge’ (an unsatisfactory political
compromise).

“The EU Agricultural Council
of March 2013 reached agree-
ment on extending the sugar
quota regime until the 2016/17
marketing year”

This has indeed proved to be the
case, with the EU Agriculture Council
of 18-19 March 2013 reaching politi-
cal agreement on extending the sugar
quota regime until the 2016/17 market-
ing year.
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The ACP group has argued that “the
absence of EU sugar quotas would
cost ACP/LDC sugar suppliers up to
€850 million in lost revenue up to 2020”
and would “lead to the death of the
sugar sector” in certain ACP coun-
tries. Indeed, it is widely believed the
ACP will “lose more than anybody”
under a liberalised EU market with a
sugar “surplus”, which would lead to
sugar prices falling “below the current
support prices”. This has led to ACP
Ministerial calls for the EU to initiate
formal consultations with the ACP on
the impact of the CAP reforms and to
implement sugar protocol accompany-
iNg measures programmes in a more
flexible manner.

In contrast, in oral submissions made
to hearings in the UK House of Lords,
the UK Industrial Sugar Users Group
(UKISUG) endorsed the CIUS posi-
tion and supported EC proposals not
to extend production quotas beyond
2015. UKISUG went further, calling for
“complete deregulation of the EU sugar
market”, with beet production quotas
to be abolished at the earliest moment
and “a guarantee of adequate imports
of duty-free cane sugar after 2015”.
Current arrangements were seen as
driving up procurement costs for sugar
“much higher than the €404 a tonne
reference price”, with this posing par-
ticular problems for smaller manufac-
turers (see Agritrade article ‘ACP joins
EU farmers in appeal to maintain sugar
production quotas’, 6 August 2012).

As an indication of the progress of the
EU Council debate during 2012, the UK
Agriculture Minister acknowledged that
there was a majority of EU Ministers in
favour of extending sugar production
quotas until 2020. This now appears
the most likely outcome from the final
round of consultations in June 2013.

If EU sugar production quotas are
extended beyond 2015, then traditional
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cane refiners are seeking either dedi-
cated import quotas or an automatic
correction system to allow imports at
zero duty up to the envisaged total
of 3.5 million tonnes. This raises the
important issue of the market manage-
ment arrangements to be set in place
during the transition to quota abolition.
Calls have been made for the adop-
tion of “timely and transparent” policy
measures that are non-discriminatory
vis-a-vis the different sugar sector
stakeholders.

In the longer term, traditional cane
refiners favour unrestricted access to
raw cane sugar imports if EU produc-
tion quotas are abolished.

EU sugar sector prospects
and areas of policy
uncertainty

Since 2005, the EU has turned from
a net exporter to a net importer of
sugar. However, this position is pro-
jected to change from 2018 onwards,
with the EU projected to “move even
closer to self-sufficiency and indeed
from time to time be a net exporter”.
In 2013 and 2014, EU sugar produc-
tion is projected below 2012 levels,
but from 2014 is expected to increase
by 600,000 tonnes, before falling by
100,000 tonnes to 16.8 million tonnes
from 2020. With total EU sugar con-
sumption (excluding biofuel use) pro-
jected to fall from current levels by 1
million tonnes, EU sugar production
and consumption are projected to be
in balance by 2020.

‘A steady decline in EU sugar
imports is projected — falling
from 3.8m tonnes in 2011 to
1.5m tonnes in 2022”

This is projected to result in a halv-
ing of EU sugar exports between 2011
and 2022 and a steady decline in EU
sugar imports, from 3.8 million tonnes

in 2011 to 1.5 million tonnes from 2022
(see Agritrade article ‘EU sugar sec-
tor developments and projections’, 7
April 2013).

These projections, however, assume:

B the abolition of sugar production quo-
tas in 2015, a prospect that is looking
less likely; and

B no modification to the RED sustain-
ability criteria.

On 17 October 2012, the EC tabled
proposals to:

H limit the amount of food-crop-based
biofuels to be used in the transport
sector by 2020 to the current level of
5%;

B “increase the minimum greenhouse
gas saving threshold for new instal-
lations to 60%”; and

B introduce indirect land use factors in
calculating greenhouse gas savings
(see Agritrade article ‘EU farmers
and biofuel industry mobilise against
the EC biofuel U-turn’, 16 December
2012).

This proposal is still under discussion.

However, on 12 September 2012,
the French government called for “a
pause in the development of biofuels
competing with food”, and unilaterally
announced a cap on the production
of “crop based biofuels” at the cur-
rent level of 7% (see Agritrade article
‘Growing calls for review of EU bio-
fuels policy’, 18 November 2012). An
EC impact assessment accompanying
its proposals of 17 October concluded
that capping production of crop-based
biofuels has the advantage over other
options of being simple in its design
and implementation.
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Depending on the options chosen by
EU Ministers for revision of the sustain-
ability criteria, the use of sugar beet in
bioethanol production could be unaf-
fected, or it could double. Alternatively,
imports of sugar-cane-based ethanol
from sustainably certified production
systems would increase. This would be
likely to benefit Brazil rather than ACP
sugar producers. However, it would
be strongly influenced by the basis
used for indirect land-use emission
calculations, which could themselves
lead to the establishment of produc-
tion-system-based import tariffs, with
lower tariffs only for those bioethanol
imports that have less effect on indi-
rect land use.

The future of EU biofuel policy gives
rise to uncertainties over the future
prospects for the EU sugar sector.
Farmers’ organisations and the bio-
fuel industry have rejected allegations
that biofuel policies were responsible
for the prevailing high food prices, and
are opposed to any changes in EU
biofuel policies.

Meanwhile, if EU sugar production quo-
tas were extended to 2020, this would
defer the date at which the EU moves
towards greater self-sufficiency and the
date at which a dramatic decline in EU
sugar imports takes place.

However, overall EC projections sug-
gest that marketing opportunities for
ACP sugar are likely to lie increasingly
beyond the EU.

Evolution of corporate
engagement in ACP-EU
sugar sector

The complex reality facing ACP sugar
producers in exporting to the EU
market is further complicated by the
changing pattern of EU-ACP corporate
linkages. The two biggest corporate
level developments, Associated British
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Food’s (ABF’s) purchase of a 51% stake
in lllovo Sugar, and American Sugar
Refiners’ (ASR’s) purchase of TLS,
continue to work their way through the
system of ACP-EU trade.

ABF’s 51% share ownership in lllovo
provides Illovo’s sugar operation in
Malawi, Mozambique, Swaziland,
Tanzania and Zambia with a direct
link into the EU sugar market. Accord-
ing to lllovo’s 2012 annual report, just
under 28% of total lllovo sugar sales in
2011/12 went to preferential markets in
the EU and US, mainly to the EU. Given
that, prior to reform, ACP raw sugar
exports went to traditional cane sugar
refiners, including ABF’s main UK rival
TLS, this changing pattern of owner-
ship is likely to have had an impact on
commercial relationships.

In the course of 2012, it was announced
that ASR had taken a majority share-
holding in Belize Sugar Industries (BSI)
(see Agritrade article ‘ASR to take
shares in Belize Sugar Industries’, 9
July 2012). The access that this pro-
vided ASR to fair-trade-certified pro-
ducers in Belize was seen as a key
factor in the investment decision (see
Agritrade article ‘Fair-trade component
key factor in BSI acquisition by ASR’,
2 December 2012). This move was
complementary to TLS’s decision in
2008 to progressively convert its entire
direct-consumption sugar range to fair-
trade and to TLS’s growing interest in
supplying fair-trade-certified sugar to
European manufacturers.

The purchase of BSI by ASR needs
to be seen against the background of
the difficulties faced by TLS in sourcing
raw sugar under the reformed EU sugar
regime; of ABFs’ takeover of lllovo; and
also of the sale of the largest compo-
nent of the Jamaican sugar sector to
the Chinese-owned Pan Caribbean
Sugar Company (PCSC), a subsidiary
set up by the Chinese Complant group.

In May 2012, PCSC secured the right to
directly export its own sugar (see Agri-
trade article ‘New marketing agency
agreement signed with PCSC’, 18 June
2012). Despite support from TLS for
fair-trade certification in Jamaica and
efforts to secure long-term contracts,
press reports indicated that for 2012/13
PCSC had signed a contract with the
French company Sucden for the supply
of 40,000 tonnes of raw sugar. Sucden,
which controls some 15% of the world
market in internationally traded sugars,
is described as one of TLS’s main com-
petitors (see Agritrade article ‘Barba-
dos seeks Japanese support for sugar
restructuring while efforts continue
elsewhere’, 18 March 2013).

However 2013 could well see a renewal
of sugar exports to the EU from ASR-
owned Central Romano Corporation
in the Dominican Republic, given the
reduced size of the US quota allocated
to the Dominican Republic and the
relative evolution of EU and US sugar
prices (see Agritrade article ‘Develop-
ments in the sugar sector in the Domin-
ican Republic’, 11 February 2013).

“The ACP sugar trade into
Europe is increasingly involved
in a changing network of cor-
porate alliances”

The ACP sugar trade into Europe is
increasingly involved in this changing
network of corporate alliances. With
considerable variation in prices paid
under individual contracts for ACP
sugar, how intra-corporate trading
arrangements operate is likely to be
increasingly critical to the actual prices
obtained for individual sugar shipments
from ACP suppliers to the EU (see
Agritrade article ‘Short-term earnings
windfall projected in Jamaican sugar
sector’, 6 September 2011).

Looking beyond these major corporate
changes, in Eastern Africa, Mauritian
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companies are increasingly invest-
ing in neighbouring Eastern African
states. In September 2011, Omni-
cane, the largest Mauritian sugar
company, announced its investment
of US$194 million in sugar production
in Kenya in association with Kwale
International Sugar Company. This
move is expected to shake up the
Kenyan sugar sector. Meanwhile, the
second largest Mauritian miller, Alteo
(the result of the merger between
Deep River Beau Champ and Flacq
United Estates), is “seeking strategic
partners in East Africa to increase its
sugar output” beyond the existing level
of participation in the Tanzanian and
Mozambican sugar sectors (see Agri-
trade article ‘Second Mauritian sugar
company looking to expand in Eastern
Africa’ 18 February 2013).

These moves highlight the scope for
the growth of ACP-based sugar com-
panies, with the expansion of sugar
production under way in Eastern and
Southern Africa. However, they also
highlight the complex network of
corporate relationships that exists.
There is a particularly complex situ-
ation evolving in the case of Mauri-
tius, given the July 2008 agreement
between the Mauritian Sugar Syndi-
cate and Sudzucker for the export of
400,000 tonnes of direct-consumption
sugar per annum to the EU market and
Alteo’s partnership with the French
sugar company Tereos in Mozambique.

The process of EU corporate restruc-
turing thus reaches into ACP sugar
sectors and gives rise to increasingly
complex networks of temporary supply
arrangements and longer-term corpo-
rate alliances.

http://agritrade.cta.int/

3. Implications for
the ACP

Getting to grips with
transitional challenges

Calls from traditional refiners for either
the re-establishment of dedicated
import quotas or unrestricted duty-free
access for raw sugar up to a ceiling
of 3.5 million tonnes, if implemented,
would be likely to impact on the com-
mercial position of ACP sugar export-
ers in contract negotiations with EU
importers. This would arise either from
a reduction in the number of buyers
competing for ACP sugar supplies,
or from an increase in the number of
potential sellers of duty-free sugar to
EU importers. In the coming years,
therefore, ACP governments will have
to grapple with two related challenges:
the effects on ACP producers of the
use of current market management
tools and the effects of final abolition
of EU sugar production quotas.

Impact of deferring EU
production quota abolition

Even if the abolition of EU produc-
tion quotas is deferred until 2020, the
longer-term trend resulting from post-
reform EU sugar sector adjustments
is towards greater EU sugar self-suf-
ficiency and a significant reduction in
total EU sugar imports (-59% by 2020
compared to average imports over
the 2009-11 period). This will carry
profound implications for ACP sugar
exporters, given the expansion of EU
sugar TRQs that are in progress with
competitive sugar exporters, as a result
of the EU’s growing network of free-
trade area agreements. This reinforces
the long-term trend in the declining sig-
nificance of EU sugar sector prefer-
ences for ACP sugar exporters.

Strengthening the function-
ing of internal sugar supply
chains

While developments in Jamaica raise
the issue of the future regulatory role of
industry boards in determining the divi-
sion of the proceeds, corporate devel-
opments in Belize highlight the need
for a modernised framework for the
management of private-sector-based
relationships along specific supply
chains, in a context of vast inequali-
ties in power relationships within sup-
ply chains and heightened global price
volatility.

In this context, EU policy initiatives
aimed at strengthening the function-
ing of sugar sector supply chains could
hold some important lessons.

“EU policy initiatives aimed at
Strengthening the functioning
of sugar sector supply chains
could hold some important
lessons”

In particular, the future of the current
inter-professional agreements (IPAs)
in EU sugar sectors would appear to
be of some considerable significance.
Currently, in the UK, the IPA allows beet
growers to negotiate collectively with
monopoly processors, allowing a single
selling voice to balance a single buying
voice, thus allowing “an obvious imbal-
ance of power in the supply chain” to
be managed.

In ACP countries, similar arrangements
would appear to be needed, structured
in ways that address the more com-
plex issue of the division of proceeds
from multiple revenue streams between
farmers and millers. This is a complex
issue. Different revenue sharing formu-
las are in place across ACP countries,
in a context where the contribution of
independent producers to total sugar
production varies greatly. Identifying
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best practices from a sugar farming
perspective would appear to be an
important priority for ACP sugar farm-
ers’ organisations

Strengthening the
functioning of international
sugar supply chains

“The specific nature of con-
tractual relationships will be the
critical determinant of the wider
development benefits of the
ACP-EU sugar sector trade”

Increasingly, the specific nature of
contractual relationships established
between raw sugar milling companies
and refined sugar exporters in ACP
countries and importers in the EU will

Main sources

Sugar sector

be the critical determinant of the wider
development benefits of the ACP-EU
sugar sector trade.

Issues related to transparency in price
formation — given the increased volatil-
ity in individual contract prices nego-
tiated with ACP suppliers — are likely
to take on growing significance. This
is particularly the case in situations
where sister companies from within a
single corporate family control different
stages of the trading process from mill
to market.

In this context, EC policy work on
avoiding unfair trading practices could
potentially be of interest to ACP gov-
ernments. EU farmers have called on
the EC “to take clear steps towards

introducing legislation at EU level to
help tackle unfair and abusive practices
in the EU food chain” (see Agritrade
article ‘EC policy developments on
addressing unfair trading practices’,
4 March 2013). Equally, development
NGOs have called for “swift and tough
action” by the EC to end unfair trad-
ing practices along international food
supply chains, along the lines of the
UK’s proposed Grocery Code Adjudi-
cator (see Agritrade article ‘Report on
improving functioning of food supply
chain released’, 11 March 2013). ACP
governments could usefully monitor
developments in this area and seek
their extension to the ACP-EU sugar
trade where appropriate.
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