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Executive Summary
In the wake of the 2017 abolition of EU sugar quotas, much has been made about the long-awaited
liberalisation of the last remaining bastion of protectionism in European agriculture. However, this
essential adjustment to modern market realities has not been applied to all aspects of the sector – as
producers of sugar beet and isoglucose look to a future of increased production and global, unlimited
exports, the EU cane refining sector faces almost certain extinction. Unless urgent action is taken
through the EU trade agenda, this centuries-old industry – and the thousands of jobs it supports – will
disappear for good. This paper will demonstrate why this should not happen, and how the survival of
our industry can be guaranteed. Along the way, it will debunk the multitude of myths and untruths which
have long beset our business.
In part 1, we will demonstrate how EU cane refiners play an important role in the EU sugar sector,
ensuring consumer choice, fostering competitiveness, and guaranteeing security of supply. Should our
industry cease to exist, EU consumers and industry will face a new reality of ever-concentrating sugar
production, with all the risks of oligopolistic structures that accompany it. Furthermore, the stability of
the EU sugar supply will be imperilled through a turning away from imports.
It doesn’t have to be this way. Part 2 shows how the world sugar market is currently characterised by
buoyant levels of production, consumption, and relatively stable world prices. There is no reason why a
liberalised and vibrant EU sugar sector – including beet producers, cane refiners and manufacturers of
isoglucose – should not become a major player on a truly global scale.
However, the current restrictive policy of the EU regarding raw sugar imports excludes us from this new
era of competition. Three major sugar producers – Brazil, Mexico, and Australia – all currently face tariffs
on their sugar exports to the EU. Even when tariffs are lowered due to the EU’s World Trade
Organisation (WTO) commitments, the recent abolition of EU sugar quotas will have a price effect which
renders the majority of current import avenues unprofitable for cane refiners. However, there is a
solution. All three of these partners are subject to ongoing or forthcoming bilateral trade negotiations
with the EU. It is highly unlikely that any of the countries in question would accept a trade deal without
some market access on sugar. Therefore, the successful conclusion of these deals can be achieved
while saving our industry through increased raw sugar supplies.
People may say that opening up to these markets will see Europe “flooded” by cheap sugar imports.
This is not the case, as we will address in two parts. In part 2, we will show that the diversity of these
countries’ export markets means that targeting the EU as a major export destination is unlikely. In a final
part 5, we will present evidence published by the European Commission itself, explaining how opening
up access to the global sugar market would not lead to the demise of domestic sugar production. But
even these studies are based on “ambitious” scenarios, which do not reflect the framework we seek:
raw sugar tariff-rate quotas (TRQs), whereby duty-free imports are possible only under strictly limited
terms.
Without these concessions, the EU’s cane industry will depend entirely on duty free access to sugar
from less-developed (ACP/LDC) countries through the EPA/EBA frameworks and existing free trade
agreements. This is unsustainable, as will be shown in part 3 of the paper. Less developed countries
have not been capable of maintaining sufficient supply to the EU, meaning that most of our refineries
operate significantly below capacity. This does not mean that we want to abandon these developing
economies – even in case of increased access to raw sugar from major producers, ACP/LDC exporters
will continue to benefit from duty free quota free access to the EU. However, such imports must be
complemented by duty free access to raw sugar from more developed markets. Indeed, ACP/LDC
producers cannot export to a cane refining sector that has ceased to function.
What we are proposing is a solution where everybody wins. EU sugar producers will continue to enjoy
support in terms of funding subsidies and market management measures, which will offer them
protection from world sugar market volatility. What is more, EU beet sugar producers have been
preparing for the abolition of quotas for many years and are designing strategies which focus on
increased production and increased exports. Part 4 will show how they will be well capable of competing
on the world stage, as well as with cane refiners in the domestic market.
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This paper gathers together statistics, studies, and market information addressing all of the above
points. We sincerely hope that stakeholders will take its findings on board, and work together with ESRA
and its members to achieve our goal: the survival of a vibrant EU cane refining industry in a dynamic,
liberalised, and future-proofed European sugar market.
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1. The EU sugar market – a brief overview
A short history of EU sugar policy imbalance
Sugar can be manufactured from two different raw materials – sugar beet or sugar cane. In the EU,
sugar is manufactured from both, with the two production models having co-existed since the early
1800s. However, only a handful of member states are home to cane sugar refineries, in contrast to the
nineteen EU member states that manufacture beet sugar. This has led to a serious policy bias that
favours beet sugar at the expense of cane sugar. EU beet sugar production is now completely
deregulated and directly subsidised in 10 member states, whilst cane sugar refining remains subject to
tight regulatory constraints, receives no subsidies, and faces high tariffs on its raw material.
Looking back at the history of this imbalance, sugar has been one of the most highly regulated markets
in the EU since the introduction of the quota system in 1968. And it has been one of the last to be
reformed. The changing priorities and the need for market orientation that saw widespread reform in
other agricultural markets, starting with the MacSharry reforms in 1992, did little to change EU sugar
rules.
Up until 2006, the combination of sugar and isoglucose quotas, intervention prices for white sugar,
minimum buying prices for sugar beet, high external tariffs on sugar imports and export refunds to clear
surplus production from the EU market, led to an inflexible, uncompetitive EU sugar market. Consumers
faced high prices on the EU market and EU beet sugar producers made such high profits that consumerfocused innovation was limited. At the end of this period, the EU was producing an average of 17.5
million tonnes of sugar per year.
The EU was forced to rethink its sugar policy following a 2005 World Trade Organisation (WTO) decision
that found EU sugar policy was leading to more subsidised EU sugar exports than permitted by the
WTO. This meant the EU had to cut sugar exports to comply with WTO limits. A reform of EU sugar
rules, implemented from 2006, cut intervention prices and introduced a voluntary restructuring scheme
whereby beet sugar and isoglucose producers surrendered quota in return for one off payments in order
to reduce surplus production and exports.
A further reform of EU sugar policy was agreed in 2013. This reform agreed the end of quotas on beet
sugar and isoglucose, effective from October 2017. Beet sugar production was also approved as a crop
which could receive direct and coupled financial support in the form of voluntary coupled support (“VCS”)
in a political move that was contrary to the general direction of policy travel. Ten member states now
choose to pay over €170 million per year in VCS to their beet sugar producers.
This brief history is relatively well known. What it often fails to include, however, is another important
aspect of the EU sugar sector: cane refineries. Indeed, European refineries have been producing sugar
from cane sugar since the 1600s – it was in fact the first method by which Europeans produced sugar.
Both beet and cane refiners have been subject to regulatory constraints in the past. But whilst the beet
sector has now been deregulated, the same cannot be said for cane refiners, who have faced – and
continue to face – significant regulatory constraints in accessing their raw material. The result is that the
EU has introduced a cheap white sugar policy but continues to apply an expensive raw cane sugar
policy, increasingly making cane sugar refining uncompetitive.
Sugar cane, the raw material for cane sugar, is not grown in the EU1. Thus, cane refiners have had to
rely on EU trade policy to ensure access to their raw material. The import tariff that the EU applies on
around 95% of raw cane sugar that trades globally is €339 per tonne, currently equivalent to around

1

With the exception of the French overseas departments of Guadeloupe, Martinique, and La Reunion, which grow and refine their
own cane sugar on a small scale.
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120%. The other 5% is either tariff free (EPA, EBA and free trade agreements) or subject to a €98 per
tonne tariff (CXL quota2).
More precisely, strong links to ACP (Africa, Caribbean, and Pacific) countries were carried over from
the UK’s accession to the EU in 1973. Over the years, increased access to raw cane sugar became
available through development policy (allowing duty-free access from least-developed countries (LDCs),
nowadays mostly through the Everything But Arms (EBA) agreement and Economic Partnership
Agreements (EPAs)). A much more recent – and welcome – development is inclusion of sugar in the
EU’s bilateral free trade agreements (e.g. tariff rate quotas with Central American countries, some
Andean Community countries, and South Africa). EU expansion has also meant traditional suppliers to
new EU countries have had to have their access rights compensated through new quotas established
under the CXL quota.
The restrictions on supply, tariffs on some of it, and new demand, have all pushed up the cost of raw
cane sugar at the same time as white sugar prices have dramatically fallen with the new beet sugar
supply that has become available as a result of the end of quotas. Indeed, whilst the EU beet sugar
sector may have been freed of the constraints of the quota system and resulting WTO limits on exports,
imports of sugar are still highly restricted.
The cane sugar refining sector has effectively been excluded from accessing sugar from the world’s
most important cane sugar producing countries, and is thus prevented from being able to compete on a
level playing field with EU beet sugar producers, with the EU in effect setting up a policy of cheap white
sugar and expensive raw cane sugar, making cane refiners uncompetitive. Upcoming free trade
agreements with important raw cane sugar exporters will play an important role in addressing this
imbalance.

Key players in the EU sugar market
The EU sugar sector is highly concentrated, with just 7 beet sugar producers accounting for 83% of the
EU sugar market. This market share is expected to concentrate further with the end of quotas.
A 2015 study on market concentration in the EU sugar sector by Czech economists 3 found that “The
European sugar production quota system is extremely concentrated and more dominated by fewer
players… In regards to the future, it is difficult to predict further development of the EU market due to
expected sugar quota abolition. Nevertheless, it can be stated that the quota abolition, without opening
the EU market to sugar imports from third countries, will be exploited by large companies. The quota
elimination could lead to the displacement of small and independent producers and would probably
strengthen the position of the already big players. One can only guess whether these players will
compete with each other or if they will divide the spheres of influence among themselves like the cartel
of the three German largest alliances have in the past.”

Figure 1: EU sugar refiners (Řezbová, M. et al., 2015)
Alliance/Company
1 Südzucker-Gruppe
2 Nordzucker AG
3 Tereos

Headquarters
Germany
Germany
France

4 Associated British Foods (British Sugar) United Kingdom
5 Pfeifer & Langen

Germany

6 Suiker Unie/ Royal Cosun

The Netherlands

7 Cristal Union/ CristalCo

France

8 Tate & Lyle Sugars (has no quota)

United Kingdom

TOP 5

Share of sugar output in the EUmarket
(%)
24.1
15
10.9
10.8
8.0
68.8
7
6.9
5

The CXL quota exists in order to take account of countries’ accession to the EU, and was established with the formation of the
World Trade Organisation in 1995. As such, these quotas are designed to “compensate” major producers for the loss of access
to markets in e,g. Finland in 1995, all the way up to Croatia in 2013.
3
EU Quota Sugar Market Concentration – the Main Drivers of EU Sugar Market. H. Řezbová, M. Maitah & O. I. Sergienko. See
here http://ageconsearch.umn.edu/record/231900/files/agris_on-line_2015_4_rezbova_maitah_sergienko.pdf.
2
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9 Polski Cukier
10 SFIR (has no quota, only refining)
TOP 10

Poland
Italy

3
2
92.7

The need for diversity in the market is multifaceted. Most obviously, it stems from the need to foster
competition and avoid consumer harm. Cane sugar refiners play a crucial role in the EU sugar market,
not least in avoiding heightened levels of concentration and providing a link to the world market. The EU
market is currently a classic oligopoly – a situation which may be worsened by quota abolition, as less
efficient producers (commercially and geographically defined) are eliminated from the market.
In a 2002 study which remains equally valid today, the Swedish Competition Authority4 found that firms
in the EU sugar market are “able to charge higher prices through so-called tacit collusion…Tacit
collusion poses a problem for competition authorities since it arises in markets in which there are only a
few operators who, by virtue of the characteristics of the market, are able to behave in a parallel manner
and derive benefits from their collective market power without necessarily infringing the EU or national
competition regulations…and the CMO Sugar has increased firms’ ability to sustain tacit collusion in a
number of ways. Regulation has blocked non-preferential imports from outside the Union and has
prevented both entry of new firms, and competing product isoglucose, by assigning quotas to incumbent
firms”.
Of course, the consumer may also pay the price twice for such a state of affairs – the higher the
concentration in the market, the less choice there is. Protectionist policies favouring a particular sector
are known to stifle innovation.
There is another important aspect to consider here. Having a second production method for a staple
food ensures food security. On the one hand, weather conditions can have a dramatic impact on overall
beet production, as shown in Figure 2. Furthermore, yields from sugar beet cultivation vary considerably
across the EU. Therefore, sugar imports have in the past served the purpose of maintaining a steady
sugar supply to EU consumers when beet production is weak and sugar stocks are low. This is perhaps
doubly important in a post-quota scenario, where EU beet sugar processors will be free to export as
much sugar as they wish, thus potentially leading to an undersupplied internal market.
One could argue that the EU could import sugar in times of crisis. However, there are market realities
which are not taken into consideration here. In the scenario envisaged by the European Commission 5,
imports of raw sugar to the EU will drop considerably, so much so that the full-time cane refining industry
would cease to exist. If that were to happen, the EU would lose a vital connection to world markets and
the expertise related to cane sugar supply chains and the importation and refining of cane sugar – this
know-how is found almost exclusively in our sector.

Sweet Fifteen; The Competition on the EU Sugar Markets – Swedish Competition Authority Report 2002:7 at
http://www.konkurrensverket.se/globalassets/english/publications-and-decisions/sweet-fifteen-the-competition-on-the-eu-sugarmarkets.pdf.
5
The end of the sugar production quotas in the EU, European Commission, 29 September 2017, at: http://europa.eu/rapid/pressrelease_MEMO-17-3488_en.htm.
4
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Figure 2: EU sugar ending stocks by marketing year (CIUS, 2017)

 EU cane refiners play an important role in the EU sugar sector, in terms of consumer
choice, fostering competitiveness, and ensuring security of supply.

What is the current cane sugar refining capacity in the EU?
Full-time cane sugar refiners are spread over 10 EU Member States (Bulgaria, Croatia, Denmark,
Finland, France, Italy, Portugal, Romania, Spain and the UK), with ESRA members representing the
majority of the sector in the EU. Together, they provide over 4,500 direct jobs and thousands more
indirectly, in some of the most industry-deprived regions of the EU. Furthermore, cane refiners operate
mostly in peripheral regions, away from the “beet belt” and in some of the EU’s most disadvantaged
regions (e.g. Romania, Bulgaria, Portugal, and Southern Italy), providing highly skilled jobs in deprived
areas. The SRB refinery in Brindisi (Puglia), for instance, was built at the end of 2010, creating 100
direct jobs and 50 indirect jobs in an area with an exceptionally high rate of unemployment.
The “cane refining” capacity of EU refineries is hard to calculate with exact precision, given that beet
refineries are able to diversify and refine cane sugar. Nevertheless, as a broad reference, the EU’s
refining capacity could be as high as 4 million tonnes, or 25% of 2016/17 EU sugar production.
However, the amount of cane sugar refined in the EU has never reached this level due to a lack of raw
material, which of course is the main focus of this study. For example, in 2016/17, only 1.5 million tonnes
of raw sugar was imported for refining. In 2017/18 that volume could fall to 1 million tonnes or less.
Given the constraints and difficulties which will be outlined in this study, the notion of an EU sugar market
“flooded” with cheap raw sugar finds little basis in reality. Indeed, although in 2006 the cane sugar
refining capacity was expanded (mostly in the beet sugar sector) in anticipation of more sugar arriving
in the market, we are now seeing the opposite pattern emerging – a reduction in raw cane sugar imports
into the EU.
This has already had real consequences for the cane sugar sector; both the Saint Louis Sucre refinery
in Marseille, France and the DAI cane refinery in Portugal ceased operations in the last few years as a
result of the increasingly difficult market conditions.
 Cane refiners in Europe provide thousands of high quality jobs;
 There is no risk that the EU will be “flooded” with cheap raw cane sugar.
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2. The global sugar market – focus on cane sugar
A brief overview of the global sugar market
Production
The amount of sugar produced around the world has been growing over the past decade, in line with
population growth, and is expected to amount to 185 million tonnes6 for the Marketing Year (MY)
2017/187.
Generally speaking, cane sugar tends to provide roughly 80% of the global demand for sugar, with beet
providing the remainder. This may, however, grow over the coming decade – the OECD has projected
that cane sugar may account for 86% of the total by 20268. Globally, the production of sugar is projected
to continue to grow over the coming decade (2.1% per annum up until 2025 according to a recent
OECD/FAO study).
The biggest exporter in the market is Brazil, which is expected to produce 39.7 million tonnes of the
commodity in MY17/18 (both raw cane sugar and white sugar), of which roughly 28.7 million tonnes is
exported. The other major sugar producers are India (roughly 25 million tonnes in MY17/18), the EU
(roughly 15.5 million tonnes in MY 17/18), China (10 million tonnes) and Thailand (just under 9 million
tonnes). The EU is the only one to be almost completely reliant on beet sugar (see Figure 4).

Figure 3: Major producers and consumers of sugar (ISO, 2017 Yearbook)

6

United States Department of Agriculture: Foreign Agricultural Service (USDA/FAS) (2017). Sugar: World Markets and Trade,
accessed at https://apps.fas.usda.gov/psdonline/circulars/Sugar.pdf , 30 November 2017.
7
In the sugar sector, the marketing year runs from October to September the following year.
8
OECD-FAO
Agricultural
Outlook
2016-2025,
4
July
2016,
at:
http://www.oecdilibrary.org/docserver/download/5116021ec009.pdf?expires=1509470227&id=id&accname=guest&checksum=919D6EA40ABE4
D4E6512AC9AF52C3085.
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Figure 4: Major sugar producers – the cane/beet division (OECD/FAO, 2016)
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Consumption
Rising sugar production is an unsurprising state of affairs, considering the parallel increase being seen
in sugar consumption. This increase, however, will not be evenly spread, as demonstrated by Figure 3.
In developed economies, consumers are including less sugar in their diets based on health concerns,
which should lead to a reduction in demand, in terms of growth or, in some cases, absolute terms.
Therefore, the main drivers of demand for sugar in the years to come are expected to be Asian and
African economies – this region happens to include the EU’s major sugar export markets in the Middle
East and North Africa.
As the graph below shows, demand in these regions is projected to be robust in the coming decade –
thus providing EU sugar producers with ample demand for sugar exports.

Figure 5: Global demand for sugar (OECD/FAO, 2016)
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World sugar prices
There has already been much discussion regarding the effect of the abolition of EU sugar quotas on
world sugar prices, and of course, the consequences of the increased exposure to global markets
brought about by the elimination of minimum buying prices for EU sugar producers. In the case of the
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effect of quota abolition on world raw sugar prices, a 2011 study published by the European Commission
expected this to be very low9.
However, the price of white sugar may well be affected by EU policy changes, as increased exports lead
to a larger amount of white sugar on the world market, as predicted by the OECD. These effects will
probably be temporary, as EU exports stabilise, and also as the Indian market settles down following
recent reforms.

Figure 6: World sugar prices (OECD/FAO, 2016)
Figure 3.3.1. World sugar prices
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The question as to how EU prices will react to liberalisation finds far less consensus, and is dependent
on a number of factors, including world sugar prices, production increases, and level of imports. It is
generally agreed that the EU will experience higher price volatility, and that EU sugar prices will move
closer to world sugar prices. The reality for cane refiners in Europe is that the more the latter occurs,
the more difficult it is to remain competitive.

 The world sugar market is currently characterised by buoyant levels of production,
consumption, and relatively stable world prices. It will thus provide a wealth of opportunities
for EU exporters in a post-quota reality.

Global cane sugar exports
EU refineries are currently unable to source any raw cane sugar free of duty from the world’s most
important raw cane sugar exporters, including Australia, Brazil and Mexico. The EU is currently engaged
or about to engage in trade negotiations with these countries and we are hopeful that duty-free access
to raw sugar from these important suppliers will be included as part of the final deals.
One of the most common fears held by European sugar producers with regard to raw sugar imports is
that increased access to sugar from the world’s largest exporters – and in particular Brazil – will lead to
a “flooding” of the EU market with cheap imported sugar. Here we show that these fears are unfounded,
based on the target markets of these major sugar exporters. In the interests of parsimony, as well as
applicability to the current EU trade agenda, we will focus here on three exporters: Brazil, Mexico, and

European Commission Staff Working Paper, Impact Assessment “Common Agricultural Policy towards 2020”, Annex 5, 20
October 2011, at: https://ec.europa.eu/agriculture/sites/agriculture/files/policy-perspectives/impact-assessment/cap-towards2020/report/annex5_en.pdf.
9
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Australia. Figure 7 below shows the amount of the global market in raw sugar exports represented by
these three countries.

Figure 7: Sugar exports from Brazil, Mexico, and Australia (ISO, 2017 Yearbook)

As can be seen, the three countries easily account for a majority of exports. Later, we will outline reasons
why high tariffs – effectively excluding EU importers from the vast majority of the global sugar market are no longer justified in the EU sugar market. First of all, though, we will demonstrate how the export
patterns from these countries are such that the EU is unlikely to be a major target of their export
strategies, especially if we assume the EU price for sugar is likely to approach the world level. The
simple inclusion of a TRQ in a free trade agreement does not guarantee that that volume of sugar will
necessarily flow to the EU every year. The actual trade flows will depend on a range of factors including
the EU price vis-à-vis the world price and opportunities in local markets.

Brazil
As mentioned above, Brazil is by far the world’s largest producer and exporter of sugar. Figure 8 shows
the current focus of Brazilian exports. As can be seen, the EU does not even figure in the top 12
countries of destination for Brazilian exports. Furthermore, the export interests of Brazil overlap very
little with those of the EU. Brazilian exports are oriented especially towards east and south Asia, while
the EU tends to focus on its neighbourhood.
Although there is, therefore, overlap regarding Egypt, Algeria, the UAE and Russia, the EU is likely to
be able to displace a certain amount of Brazilian exports to those countries, due to proximity, the
reduction in EU sugar prices, and the perhaps unquantifiable renown attached to European white sugar.
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Figure 8: Destination countries for Brazilian sugar exports (UNICA, 2017)

Mexico
Over 500,000 people are directly involved in the cane sugar sector in Mexico and sugar cane is the
country’s second most important crop (after corn). Mexican sugar production is characterised mostly by
small farmers – the average area cultivated by a cane farmer is 4 hectares. Therefore, the market is
inherently less disposed towards global strategies regarding exports. What is more, Mexican sugar
exports are almost entirely destined for the US market.
Mexico’s geographic location, next to existing suppliers to EU cane refineries, and the fact it is currently
negotiating a modernisation of its Global Agreement with the EU, make it an attractive option for EU
refineries.

Australia
The Australian cane sugar sector produces around 4 million tonnes of raw cane sugar every year.
Around 4,000 family farms are involved in cane growing. The Australian industry is focused on exports,
which account for roughly 70% of production. Exports are also almost entirely made up of raw cane
sugar. The main markets for Australian exports are Asia-Pacific partners such as South Korea and
Japan (which have both recently abolished tariffs on Australian raw sugar), Indonesia, and China 10.
Australia’s focus on this region makes sense for the obvious reason of proximity, but also because, as
shown in Figure 5 above, this region is by far the biggest global driver of sugar demand.
 Three major sugar producers – Brazil, Mexico, and Australia – all currently face tariffs on
their sugar exports to the EU.
 Australia, Brazil (via Mercosur) and Mexico are subject to ongoing or forthcoming bilateral
trade negotiations with the EU.
 The diversity of these countries’ export markets means that targeting the EU as a major
export destination is unlikely. That being said, it is also highly unlikely that any of the
countries in question would accept a trade deal without some market access on sugar.
 A raw sugar TRQ, whereby access is granted free of tariff under strictly limited terms,
represents the best method of reconciling interests in these negotiations.

10

Australia: Sugar Annual 2016, Global Agricultural Information Network Report, USDA Foreign Agricultural Service, at:
https://gain.fas.usda.gov/Recent%20GAIN%20Publications/Sugar%20Annual_Canberra_Australia_4-22-2016.pdf.
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3. The EU cane sugar regime – restricted by EU agricultural
and trade policies
Where does the cane refining sector get its sugar?
Given the climactic conditions necessary to grow sugar cane, EU cane refiners must source their raw
sugar from third countries. The EU applies a prohibitive tariff of €339 per tonne (a tariff of over 100%)
to 95% of the cane sugar that is traded globally. Within the remaining 5% of global trade that is
accessible to EU cane refiners, a number of different arrangements are in place:
1. Duty-free access from least-developed countries (LDC) and from countries that have signed
Economic Partnership Agreements (EPA) with the EU;
2. Reduced-duty access through the WTO “CXL” quota (this relates to a strictly limited volume),
and;
3. Access via tariff rate quotas (TRQs) as set out in EU free trade agreements (FTAs) (again, the
volumes are strictly limited).
Raw cane sugar outside of these schemes is for all intents and purposes inaccessible to EU refiners –
once the €339 per tonne is paid, it is impossible to profitably produce sugar products at current EU and
world price levels, especially when you consider that the EU price is predicted to trend towards the world
price.
Even imports with a reduced tariff of €98 per tonne – under the so-called CXL quota – are not necessarily
viable for our industry. Given the right conditions, we are able to buy “CXL sugar”, and indeed, access
to Brazilian sugar in particular through this framework has been essential to our survival. However, the
ca. 790,000 tonnes11 of raw material available through CXL will now become unusable, given that the
EU sugar price will inevitably fall due to quota abolition, reducing our ability to absorb the import duty
and thus turn a profit. The European Commission readily admits this, stating in its December 2016
Agricultural Outlook: “Most post-quota imports will come under the duty-free agreements as the CXL
duty of 98 EUR/t will be challenging for most exporters. Imports are expected to be below 2 million
tonnes annually”12. Already, the evidence is showing, with 70% of the Brazil CXL quota unfilled in
2016/17.

Figure 9: Imports of raw sugar into the EU (DEFRA (2015) and European Commission (figures
for MY 2015/16))
Type of
agreement

Countries in which
this applies

Amount of sugar
allowed for import
(mt)13/Actual amount
imported14

Import
duties

Economic
Partnership
Agreements
(EPAs) and
Everything but
Arms Agreements
(EBAs)

Least-developed
countries and African,
Caribbean and Pacific
Group of States (e.g.
Mauritius, Swaziland,
Fiji, Jamaica,
Mozambique,
Cambodia, etc).

Unrestricted/1.3m
tonnes (note: 2016/17
figures indicate
imports of only ca. 1m
tonnes)

Zero duty

Percentage
of total EU
raw sugar
imports
(Total: 2.2m
tonnes15)
≈ 60%

11

This figure increased to 0.6m tonnes in 2016/17 with the implementation of the EU-SADC Economic Partnership Agreement,
which added a TRQ of 100,000 tonnes of sugar.
12
EU Agricultural Outlook: Prospect for the EU agricultural markets and income 2016-2026, European Commission, December
2016,
at:
https://ec.europa.eu/agriculture/sites/agriculture/files/markets-and-prices/medium-term-outlook/2016/2016fullrep_en.pdf.
13
Modelling the EU cane refining sector after 2017, UK Department for Environment, Food and Rural Affairs, November 2015, at:
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/479840/pb14351-sugar-cane-modelling-2015.pdf.
14
EU Sugar Market Observatory, see here: https://ec.europa.eu/agriculture/market-observatory/sugar_en.
15
Ibid.
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CXL quota

Free Trade
Agreements
(FTAs)

Brazil, Cuba, India
and Australia. Also,
“erga omnes” quota
from any origin)
Central America,
Colombia and Peru

TRQ of 0.7m
tonnes/0.7m tonnes

€98/tonne16

≈ 30%

TRQs of 0.5m
tonnes17/0.2m tonnes

Zero duty

≈ 10%

In the next section, we will explain how the recent changes in the European sugar regime will combine
with existing difficulties to render the importing of raw sugar under current circumstances unworkable.
Any suggestion from the table above that the EU sugar cane sector is sufficiently supplied is misleading.

 As a result of the end of beet production quotas, the EU’s cane industry will depend entirely
on duty free access to sugar through the EPA/EBA frameworks and through TRQs in free
trade agreements – under current circumstances, these do not provide sufficient raw
materials to ensure the survival of our industry.

How does the cane refining sector get its sugar?
As illustrated above, the supply of raw sugar for EU cane refiners is both complex and highly regulated.
This is in direct contrast to EU beet sugar producers, who are now completely deregulated.
For each of the different systems listed above, different administrative and legislative procedures apply
– to give but one example, CXL TRQs run on a marketing year (from October to September), whereas
FTAs run on a calendar year. Cane refiners in Europe must coordinate between the attainment of import
licenses in Brussels, price negotiations with partners in cane exporting countries, competitors’ buying
patterns across the globe, and of course, ensuring that ships are in the right place at the right time to
bring the raw material back to European factories. In another blow to cane refiners, import licenses from
2017 onwards are no longer restricted to full time refiners, as was the case in the past. Therefore, any
and all sugar refiners can apply for licenses, making the availability of raw materials for cane refiners
even more restricted.
This is a complex system whereby the amount of raw sugar entering the EU is under constant
supervision and control. Cane refiners have adapted to these systems, and are willing to accept these
administrative burdens. However, it also means that any notion that sugar could simply flow unhindered
into Europe is not grounded in fact – strict monitoring will always be in place.
What is more, cane refiners deal with a far more volatile price system than their beet processing
counterparts. Even in a post-quota situation, where minimum pricing is abolished, beet farmers and
processors will continue to cooperate closely, with the latter given ever more leeway to form partnerships
and value-sharing agreements.
On the other hand, cane growers in major exporting countries treat EU customers as one of many
opportunities to achieve the best price for their product. Thus, the bargaining position of growers in
Brazil, for example, takes into account both EU and world prices. In the past, consistently higher EU
prices would have placed EU raw sugar importers at the front of the queue for these growers, but this is
no longer the case as EU and world prices approach parity.

What are the problems with our current access to raw sugar?
It would be easy to look at Figure 9 and conclude that cane refiners should be capable of acquiring all
of the raw material they need due to unrestricted access to sugar from developing markets through
As of 2016/17, the €98/tonne quota applies to all but an additional 78,000 tonnes of Brazilian sugar, which can be imported at
a rate of €11/tonne until marketing year 2022/23, and for €54/tonne for marketing year 2023/24, to account for the EU accession
of Croatia.
17
This figure increased to 0.6m tonnes in 2016/17 with the implementation of the EU-SADC Economic Partnership Agreement,
which added a TRQ of 100,000 tonnes of sugar.
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Economic Partnership Agreements (EPAs) and the Everything But Arms (EBA) agreements. However,
the reality of maintaining the supply of raw material to our industry is in fact far different.

Least-developed countries (LDCs) and Africa, Caribbean and Pacific countries (ACP)
European access to duty-free sugar imports from the ACP countries is mostly a carry-over from UK
policy, transposed to European level after the latter’s accession in 1973. Today, relations between the
EU and LDC/ACP countries have taken on a different character, and are couched largely in European
development aims. Essentially, the EU allowed duty-free access to raw sugar from these markets in
order to guarantee stable demand for some of the poorest cane growers in the world.
The members of ESRA have every intention of maintaining export partners across the developing world,
as shown, for example, in member Tate & Lyle Sugars’ investments in the modernisation of cane
production in Fiji. Indeed, the European Commission has modelled (see Figure 10 below) that even
under a scenario where increased access to raw sugar is granted through FTAs, such sources will still
represent less than 50% of EU imports, leaving plenty of room for continued imports through EPA/EBA
frameworks.
However, LDCs and ACPs alone cannot supply the EU cane refining industry in its current form, making
it vital to complement these sources by access to other export markets. More details on why this is the
case are provided below.

Figure 10: Contribution of all FTA partners in imports by commodities (2025, %) (European
Commission, 2016)

Quantity
The European Commission in the past predicted that ACP/LDC countries would be capable of providing
up to 3 million tonnes of raw sugar to EU cane refiners, thus assuring workable supply levels. This has
not been borne out in reality – on average, ACP/LDC suppliers have exported less than 2 million tonnes
of raw sugar to the EU per year, and in 2015/16, the figure was just 1.3 million tonnes. Early figures for
2016/17 imply that the amount may be at or below 1 million tonnes. Each of the countries in this group
is different and it is difficult to make general statements about the state of their sugar sectors but some
of the issues that arise include:
1. inefficient production,
2. exposure to difficult climate conditions such as drought,
3. a move up the value chain to produce direct consumption sugars rather than raw sugar,
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4. an economic shift away from sugar production towards tourism and a more services based
economy
5. increased demand in domestic economies.
The last issue is set to increase in importance based on current market projections. Although African
sugar production is foreseen to increase by 4% per annum from now until 2025, the majority of this will
feed domestic demand, which is forecast to be amongst the fastest growing in the world over the next
decade.

Quality
Another issue experienced by EU cane refiners in relation to ACP/LDC imports relates to quality. Some
of the supplying countries are not able to build the infrastructure required to upgrade their sugar sectors,
impacting on the quality of the raw sugar they are able to export. EU refiners need access to higher
quality raw sugar which can be blended with this lower quality sugar when putting it through the refining
process.
 ACP/LDC exporters will continue to benefit from duty free quota free access to the EU.
 However, in order to guarantee this, such imports must be complemented by duty free
access to raw sugar from more developed markets.

Brazil
As the world’s largest exporter of raw sugar, Brazil must form a part of any cane sugar refiner’s supply.
EU cane refiners currently have no ability to access Brazilian sugar free of tariff. This is because our
only current access is through the CXL TRQs which (a) attract a duty and (b) are limited in volume.

Quantity
CXL quotas are a result of new members joining the EU. Under WTO rules previous suppliers to these
countries had to be compensated with a quota. The most recent increase of the CXL quota occurred
with the accession of Croatia in 2013.
The amount under the CXL quota as applied to Brazil will be 412,054 tonnes in 2017/18.
Brazilian sugar can also be accessed through another avenue – the “erga omnes” (essentially “from
anywhere”) part of the CXL quota, which permits raw sugar importers to source their product from any
country in the world up to a level of 289,977 tonnes. The majority of this quota is filled with Brazilian
sugar.
Thus, overall, just over 700,000 tonnes of Brazilian sugar can, as of 2017/18, be accessed with a duty
concession. However, the difference between this “on paper” access and the reality is quite stark, as
will be shown by the following discussions on quality and price.

Quality
With a huge market like Brazil, great differences can exist between producers, differences which have
a significant impact on cane refiners’ business approaches. The major cane producing region of Brazil
is the Centre-South region, which is the largest producer of high quality cane sugar in the world. There
is, however, another cane growing region in the north of the country, which is far less developed, and
characterized by much small farms.
Under the current quota regime, EU refiners can use the CXL erga omnes quota to gain access to sugar
from either region. However, the specific Brazilian part of the CXL quota can only be used to source
sugar from the northern region, due to regional development measures taken by the Brazilian
government.

Price
As mentioned above, the €98 per tonne duty on CXL raw cane sugar could in the past sometimes be
“absorbed” by EU cane refiners, due to the premium volumes of cane being refined. This was predicated,
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however, on EU white sugar prices far above the world average, which will almost certainly cease to be
the case following quota abolition, and will thus make the CXL quota effectively unusable.
This was borne out in the last marketing year 2016/17, when just over 100,000 tonnes of the 350,000
tonnes under the Brazil CXL quota was allocated 18. Cane refiners simply could not afford to import this
raw material.
The story doesn’t end there – because of the Brazilian insistence on filling the CXL quota from the
northern region, EU sugar demand effectively serves as a subsidy to farmers through providing them
with the equivalent of a minimum buying price. This creates a very difficult asymmetry when it comes to
business negotiations: at any given time, if the world price dictates, these producers may choose to sell
elsewhere – they know EU importers will usually return to them out of sheer necessity.
 As with cane refiners almost anywhere in the world, access to Brazilian raw sugar is key to
the survival of the EU cane refining industry.
 EU cane refiners can no longer access this market under the CXL duty, as it will become
impossible to turn a profit as global and EU prices approach parity.
 Moreover, it is essential for EU refiners to have access to the best quality product.

Australia, Mexico, and Thailand
Quantity
The issue with access to Australian and Mexican raw sugar is a very simple question of quantity.
Australian sugarcane is accessible through the Australian CXL quota of 10,000 tonnes. This represents
such a small amount that it simply does not make economic sense to ship in most cases as it accounts
for just a quarter of a bulk ship.
The issue with Mexican and Thai imports is even more stark – due to the complete non-existence of
country-specific TRQs with these exporters, the EU currently imports negligible amounts of raw sugar
from their markets. The establishment of tariff free TRQs with these countries would allow raw sugar
importers to design strategies where they could import from these markets with ships serving other
nearby sources.
Mexico stands out here– EU refiners currently import from almost all Central American countries, and
therefore have many opportunities to load sugar in Mexico. Thailand is a tougher prospect, but in a
situation where there was also increased access to Australian raw sugar (not to forget existing access
to Pacific nations), importers could certainly work to include the Thai crop in their shipping strategies.

 Currently, access to the Australian market is purely tokenistic, as the quota is too small to
justify its allocation.
 Mexico and Thailand, despite being major sugar producers, currently have effectively no
access to the EU market.
 It is necessary for EU cane refiners to have access to numerous sources of raw sugar in
order to maintain competitiveness.
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4. EU sugar manufacturers – prepared for liberalisation
Measures in place to protect EU sugar producers
The abolition of sugar quotas is often presented as a full liberalisation of the sector for EU sugar
producers. However, the reality is that even in the post-quota scenario, EU sugar beet growers and
those who produce white sugar from sugar beet still enjoy substantial protections. These have been
outlined by the European Commission19 as follows:
-

-

The retention of a high import tariff for sugar – this applies to both white sugar as to raw cane
sugar.
Collective negotiations or written agreements within the trade are compulsory and provide
predictable terms for delivering and buying beet. Value-sharing arrangements remain possible
on a voluntary basis. The sugar sector is the only area where such far reaching agreements
without competition scrutiny, including value sharing arrangements, are allowed. In that sense,
the CAP safeguards the position of beet growers better than farmers delivering to other
agricultural commodity food chains.
Private storage aid can be used taking into account market prices, reference thresholds, costs
and margins.

Moving beyond these measures, the Commission can also make use of several disturbance clauses
available in the CMO Regulation. However, these “official” safeguards are only a part of the story. EU
member states can still apply voluntary coupled support under the CAP Direct Payments System,
whereby farmers are compensated for the production of certain crops. As of 2017, 11 EU member states
(Croatia, Czech Republic, Finland, Greece, Hungary, Italy, Lithuania, Poland, Romania, Slovakia and
Spain) disbursed funds under this amounting to roughly €179m.

Figure 11: Voluntary Coupled Support for sugar beet growers (European Commission, 2016)

Of course, the “decoupled” support received by EU farmers through the Direct Payments mechanism
should also not be forgotten20. These payments amount to roughly €42bn per year under the current
Multi-annual Financial Framework, and benefit all EU farmers, including those who produce sugar beet.
FAQ: “The abolition of EU sugar production quotas”, European Commission, October
https://ec.europa.eu/agriculture/sites/agriculture/files/sugar/doc/sugar-faq_en.pdf.
20
Common Agricultural Policy 2014-2020: Direct Payment, European Parliament, December
http://www.europarl.europa.eu/RegData/etudes/IDAN/2016/595864/EPRS_IDA(2016)595864_EN.pdf.
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The EU further subsidises its farmers through the “second pillar” of the CAP focused on rural
development – combined with member state funding, this amounts to payments of roughly €21.5bn per
year21.
Under these various subsidy programmes, it remains virtually impossible to calculate exactly how much
the EU subsidises beet production. However, bearing in mind that almost all EU sugar beet farmers
produce the crop on a rotational basis, or intermittently – meaning that there is, in effect, no such thing
as a “sugar beet farmer”22 – it can be stated with near certainty that the real amount of EU sugar
subsidies reaches the hundreds of millions.
 Despite the abolition of the quota system, EU sugar producers will continue to enjoy support
in terms of funding subsidies and market management measures, which will offer them
protection from world sugar market volatility. By comparison, EU cane refiners will be in a
far weaker position.

Moves towards increased EU sugar exports
Perhaps the most important “shift” in the EU sugar sector is the move towards an increased focus on
exports. In this section, we show that EU sugar beet producers are fully capable of remaining competitive
in a post-quota market, and indeed, that major producers are already developing strategies to take
advantage of new export industries. There is no reason to believe that improving on current levels of
raw sugar imports into the EU would damage beet growers’ and producers’ chances of remaining in
business.
Previous to the streamlining of the industry which took place following the 2006 reform programme, the
EU was a major exporter. This situation was reversed with the rationalisation of the sugar market, and
up until quota abolition, the EU was limited by WTO rules to exporting 1.374 million tonnes of sugar per
year.
Despite the clear continuation of an EU subsidy framework for sugar as outlined above, the post-quota
sugar regime has been designed to allow the EU to export as much sugar as it would like. This creates
a one-way street where exports are unlimited but imports are heavily constrained. Although figures are
not expected to reach the same heights as in the pre-2006 framework, EU farmers and sugar producers
are therefore already orientating their sector towards this new reality.
The European Commission itself foresees a 5% increase in sugar production up until 2025 23, with the
abolition of quotas having an instant effect in the upcoming marketing year: due to a combination of
good weather conditions and an increase in area (driven of course by the promise of quota abolition),
EU sugar production will rise to 20.1 million tonnes for the 2017/18 marketing year, from 16.84 million
tonnes in the previous year24.

Fact Sheets on the EU – Second pillar of the CAP, European Parliament, accessed 29 November 2017, at:
http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuId=FTU_5.2.6.html.
22
Perpsective for the EU Sugar Market after 2017, Kingsman EU sugar seminar Geneva, 8 Rabobank, 8 April 2014, at:
https://www.platts.com/IM.Platts.Content/ProductsServices/ConferenceandEvents/2014/sc451/presentations/Ruud-Schers.pdf.
23
FAQ: “The abolition of EU sugar production quotas”, European Commission, October 2016, at:
https://ec.europa.eu/agriculture/sites/agriculture/files/sugar/doc/sugar-faq_en.pdf.
24
The 2016 EU Agricultural Outlook Conference: Sugar, European Commission, 6-7 December 2016,
https://ec.europa.eu/agriculture/sites/agriculture/files/events/2016/outlook-conference/outlook-conference-2016-12-07-londero2.pdf.
21
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Figure 12: EU white sugar production (in millions of tonnes) (European Commission, 2016)

It is not only farmers who are envisaging a significant increase in sugar beet growing. Europe’s major
sugar producers have all made public statements forecasting growth, driven mostly by exports.
Germany’s Südzucker – the EU’s largest sugar producer – expects the company’s exports to increase
from 256,000 tonnes to 800,000 tonnes, noting that farmers have increased planting by 21% in 2017 25.
Second-largest producer British Sugar has given the most ambitious figures, targeting an annual
production increase of 50%26. Nordzucker – the EU’s third-largest producer – has also said that it is
targeting international expansion in Europe, South America, and Asia 27. Tereos – 4rd in the rankings –
will expand production by 25% in 2017/18, and has opened up trade desks in India, Kenya, Brazil,
Switzerland, and Singapore, and sees West and East Africa, India, and Southeast Asia as potential
growth markets28.
 EU beet sugar producers have been preparing for the abolition of quotas for many years
and are designing strategies which focus on increased production and increased exports.
Combined with the statistics on the world market presented in section 2, this implies that
EU sugar producers will be well capable of competing on the world stage, as well as with
cane refiners in the domestic market.

“UPDATE 2-Suedzucker optimistic as free EU sugar market to start”, Reuters, 18 May 2017, accessed 29 November 2017, at:
http://www.reuters.com/article/suedzucker-results-idUSL8N1IK23X.
26
“UK sugar industry licks lips over end of EU quotas and price-fixing”, The Guardian, 29 September 2017, accessed 29 November
2017,
at:
https://www.theguardian.com/business/2017/sep/29/uk-sugar-industry-licks-lips-over-end-of-eu-quotas-and-pricefixing.
25

“UPDATE 1-Germany’s Nordzucker plans international expansion – CEO”, Reuters, 24 May 2017, accessed 29 November 2017,
at:http://in.reuters.com/article/sugar-germany-nordzuckeridINL8N1IQ2X5?utm_source=POLITICO.EU&utm_campaign=4e6649a736EMAIL_CAMPAIGN_2017_05_24&utm_medium=email&utm_term=0_10959edeb5-4e6649a736-189644601.
28
“Tereos underlines industry scramble to exploit EU sugar shake-up”, Agrimoney, 22 June 2017, accessed 29 November 2017,
at: http://www.agrimoney.com/news/tereos-underlines-industry-scramble-to-exploit-eu-sugar-shake-up--10825.html.
27
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5. Nothing to fear from sugar imports - Evidence from Impact
Assessments
As a matter of course, the European Commission conducts impact assessments on trade agreements,
in order to gain insight into the potential ramifications of such accords on EU industry, agriculture, and
citizens. Here, we present the most relevant findings of these studies on sugar, in relation to the three
most important potential import partners – Mexico, Australia, and Brazil.
Furthermore, we present the results of an impact assessment on the cumulative impact of trade
agreements on EU agriculture. The results show that although access to raw cane sugar will have some
limited consequences for EU producers, these are by no means a threat to a future sugar beet industry
that is founded on increased efficiency, and the building of new export markets.

Mercosur (2011)29
The 2011 impact assessment on a potential EU-Mercosur free trade agreement ran two models, known
as GLOBE and CAPRI, which offered significantly different results regarding sugar, based also on
whether or not there was predicted to be further tariff reductions on sugar under the Doha Development
Round of WTO negotiations.
It should be noted from the offset that the Doha round has been on hold for almost 10 years, and is
unlikely to proceed in the near future, particularly with protectionism on the rise. Nonetheless, we can
point out the main results of this assessment. The GLOBE model envisages higher imports of Mercosur
sugar into the EU, albeit from a lower starting point. It also predicts a 12% drop in EU sugar production,
but only in a post-Doha scenario, which is unlikely to take place – this would depend on the EU reducing
import tariffs on all sugar, not taking into account its sensitivity. The latter is highly unlikely to occur. The
CAPRI model actually sees EU production increase slightly in a scenario of increased Mercosur sugar
imports.
As with other export partners, the potential impact of reduced EU sugar production could easily be offset
by the predicted increase in EU exports, especially considering that the EU and Mercosur rarely compete
in export markets (and in any case differ in the product they export – Mercosur exports predominantly
raw sugar, while the EU exports almost exclusively white sugar). Furthermore, the 2011 assessment
does not take into account the diversification of the Mercosur exports away from reliance on crops such
as sugar.
Therefore, the updated assessment which should be published by the Commission in 2018 will hopefully
take into account the now larger exports predicted for EU sugar, as well as Mercosur’s changed trade
priorities.

Mexico (2015)30
Under a conservative scenario, the European Commission study predicts that exports of sugar would
increase on both sides – the EU exports to Mexico by 226%, and the Mexican exports to the EU by
65%. The ambitious scenario predicts increases of 1245% and 449% respectably. The reason for these
dramatic figures is that current EU-Mexico sugar trade is virtually non-existent. The model in question
here does not, however, model specific TRQs, which would render the analysis more robust.
One can assume, however, that the impact would be somewhere between the two scenarios, with
increased Mexican exports of raw sugar to the EU being offset by increased exports of EU white sugar
to Mexico.
All in all, a Mexican raw sugar TRQ would thus be beneficial to EU cane refiners, while having little
impact on domestic sugar producers.

29

Potential EU-Mercosur Free Trade Agreement: Impact Assessment, vol.1, JRC European Commission, 2011, at:
http://ftp.jrc.es/EURdoc/Vol%201_MAIN%20RESULTS_JRC67394.pdf.
30
Commission Staff Working Document: Impact Assessment on negotiations with Mexico for a modernised Global Agreement,
16 December 2015, at: http://trade.ec.europa.eu/doclib/docs/2017/february/tradoc_155273.pdf.
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Australia (2017)31
The impact assessment on an EU-Australia (and EU-New Zealand) FTA again outlines a conservative
and an ambitious scenario. In the conservative scenario, the Australian TRQ currently in place would
be maintained. As outlined above, this is a moot point, as the Australia sugar TRQ is too small to render
it useable for EU raw sugar importers.
In the ambitious scenario, an increase of imports of 124% is envisaged, based on the baseline of the
current TRQ. Two points should be made here: first of all, this increase may seem substantial, but in the
larger perspective of EU sugar imports, is negligible: the current TRQ stands at just under 10,000 tonnes,
and almost always goes completely unused. A 124% increase would bring us to a figure of roughly
22,500 tonnes, a small amount in the context of Australian raw sugar exports. This would therefore have
little effect on EU sugar producers but provide a lifeline to EU cane refiners.

Cumulative Impact of Free Trade Agreements (2016)32
This is perhaps the most relevant study to consider in the context of the current paper. On the one hand,
it is based on recent data, having been published in 2016. Secondly, it collates information based on
potential free trade agreements (FTAs) with 12 EU negotiating partners (USA, Canada, Mercosur,
Australia, New Zealand, Japan, Vietnam, Thailand, Turkey, Mexico, Philippines and Indonesia),
modelling therefore the effect of all ongoing trade negotiations on various EU agricultural sectors,
including sugar. Some of the most important findings to note are:
-

As demonstrated in Figure 13, sugar should probably not be considered “sensitive”, as it makes
up a negligible amount of agricultural trade.

Figure 13: Importance of single commodities on total agri-food categories (2025, %) (European
Commission, 2016)

Share in total imports

31

Commission Staff Working Document: Impact Assessment on the negotiations for a Free Trade Agreement with Australia, 13
September 2017, at: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52017SC0293&from=EN.
32
Cumulative economic impact of future trade agreements on EU agriculture, JRC European Commission, 2016, at:
http://publications.jrc.ec.europa.eu/repository/bitstream/JRC103602/lb-na-28206-en-n_full_report_final.pdf.
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-

The graph in figure 14 demonstrates the weak market position of imported sugar in terms of the
larger EU sugar market – imports account for less than 5% of EU sugar production, a figure that
is in fact less than the amount of EU production based on export.

Figure 14: Trade balance, ratio of import and export to production (2025, %) (European
Commission, 2016)

Ratio of imports to production

-

Moreover, the effect of FTAs on EU sugar imports is applicable almost entirely to Mercosur, and
has negligible trade diversion effects (again showing that imports from LDC/APCs will not simply
be “wiped out” by increased access to raw sugar through FTAs). Figure 15 demonstrates this.

-

Exports are also seen to increase with higher levels of imports.

-

Note also in the figures below that, although Mercosur will make up the majority of imports, and
is by far the most noticeable change, the small increases seen from Australia and Thailand
would also have a significant impact on cane refiners’ ability to import raw materials from those
countries.

-

Although the figures for Mexico are in fact negative, this is a “kink” of the model, which does not
take into account the potential availability of a raw sugar TRQ, and the possible shift of Mexican
trade priorities following the conclusion of Nafta negotiations.
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Figure 15: Sugar EU imports, exports, and balance by FTA partners and scenarios (2025, %)
(European Commission, 2016)
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 According to numerous studies conducted on behalf of the European Commission, sugar
should not be considered the most sensitive of agricultural sectors.
 However, most studies also do not consider the control offered by TRQs, and thus do not
capture the true effect of increased access to raw sugar imports – this would logically be
less onerous than “ambitious” scenarios where unlimited access is assumed.
 Moreover, sugar imports are not deemed to have a significantly negative effect on EU
production when the cumulative impact of free trade negotiations is considered.
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Recommendations
At the time of writing (late November 2017), European Commission officials were engaged in
negotiations with their counterparts from both Mexico and Mercosur. While the outcome of these talks
is the subject of much public and media speculation, the result is far more than a topic of debate among
EU cane refiners. For our sector, these negotiations are a last chance to secure access to the raw
materials that we desperately need to keep our businesses alive. The members of ESRA thus look to
an eventual conclusion of the agreements with a mixture of hope and trepidation.
Before making recommendations, we would like to take the unusual step of outlining the actions that we
are not asking for:
-

-

-

We are not asking decision-makers to impose any kind of restrictions on domestic sugar
production in the EU. Indeed, we hope for a fully liberalised sector in which we can join our
beet processing colleagues in a truly competitive market.
Although we have outlined the existence of coupled support for sugar beet production
in Europe, we are not calling for its elimination. We understand the complexities of EU
agricultural policy and the need for balanced regional and rural development. Rather, we think
it important to point out that subsidies of EU sugar are a reality – EU sugar producers should
accept and acknowledge this is their communications with stakeholder.
We are not seeking to abandon ACP/LDC sugar imports. Rather, we are asking for the
chance to complement them with other sources.
We are not asking for unlimited access to the global sugar supply. We understand that our
supplies will always face some limitations due to political sensitivities in the EU sugar sector.

This of course leads to the question – what recommendations are we making? Here, we must straight
away correct ourselves – we do not have recommendations.
We have one recommendation.
Include access to raw sugar through tariff-rate quotas in EU free trade agreements.
It really is that simple. We are calling for a predictable, limited, reasonable level of access to the global
sugar market through duty-free allocations of sugar in trade accords with some of the world’s biggest
sugar exporters. They will likely insist on such access during talks, but EU negotiators should not
therefore consider this as a defensive interest – this paper has shown that he EU sugar sector is well
capable of absorbing a reasonable level of imports. We need them to stand up for cane refiners and
ensure that raw sugar access makes it into FTAs, and to realise that our industry dependent on their
decisions.
If we gain access to raw sugar in these agreements, EU sugar beet producers will probably turn around
in a few years’ time and ask themselves what the fuss was all about. We will continue to sometimes
disagree on the best solutions for the EU sugar sector, and will continue to passionately defend our
positions in meetings, media, and wherever else the sugar debate finds itself.
If we fail to gain access to raw sugar, there will be no more discussion, as our sector will cease to exist.
No more EU cane refiners after centuries of business. No more diversity in the EU sugar sector. No
more dynamic interactions with the global sugar market. And most importantly, no more of the thousands
of jobs that depend on us.
Let us not preside over the death of this historical industry.
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