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Abstract 
 
There is much debate over whether the EU should extend sugar 
production quotas until 2020 or abandon them, as proposed by the 
European Commission, and move to a freer market in 2015.   This note 
looks at the constraints on the policy makers and the options for the 
future of the EU sugar policy.  
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EXECUTIVE SUMMARY 
 
Background 
 
The European Union reformed the sugar policy in 2006 in order to fulfil its international 
obligations by reducing domestic production. These reforms have had a significant impact 
on the European sugar industry and total production fell from 20 million tonnes in 2005/06 
to 15 million tonnes in 2010/11 (1), although production has increased to 18 million tonnes 
in 2011/12 according to European Commission statistics (2). This was achieved through a 
voluntary restructuring to cut production quotas and reducing support price by 36%. The 
2006 reforms allowed for production quotas and other support measures to be in place to 
control production and manage the market until 30 September 2015.  
 
The European Commission proposed (3) further reforms in the context of the single CMO 
which allows for the previously agreed ending of production quotas for sugar and 
isoglucose but suggests maintaining some market measures, in particular: 
 

 compulsory written contracts for beet growers; 
 continuation of a reference price for sugar; 
 private storage to protect against market imbalance. 

 
Aim 
 
The aim of this contribution to the European Parliament’s workshop on “Future Policy 
Options for the EU Regime” is to consider possible sugar policy scenarios for the future. 
 
The methodology used is to consider the benefits and the shortfalls of the 2006 reform for 
all stakeholders in the sugar industry so that full consideration can be given to future 
policy options. 
 
Key findings 
 
Although the 2006 reform met the primary objective of reducing production quotas to a 
sustainable level to meet the EU’s international commitments, further reform of the sugar 
regime is imperative to address some of the issues that have arisen since and to try to 
meet the objectives set by out in Article 39 of the Treaty on the Functioning of the EU (the 
Lisbon Treaty) (4), the single CMO and the EU’s international commitments. 

 
 

                                                 
1  Comité européen des Fabricants de Sucre, CEPS, 2011, Sugar Statistics, Brussels. 
2  European Commission, 2012 EU Sugar Balance, AGRI C5, Brussels. 
3  European Commission, 2011, proposal for a Regulation of the European Parliament and of the Council 

establishing a common organization of the market in agricultural products (Single CMO Regulation) 
{SEC(2011) 1153} and {SEC(2011) 1154}, COM(2011)626, Brussels. 

4  Official Journal of the European Union, 2008, C115, 9 May 2008, Treaty on the Functioning of the European 
Union (Lisbon Treaty). 
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1.  THE 2006 REFORM 
 

1.1. The 2006 Reform 
 
Despite a relatively small area (about 1.5 thousand hectares) of agricultural land in the EU 
devoted to sugar beet, sugar is an important product within the European Union and in the 
world.  The EU is the third largest producer of sugar and the second largest consumer in 
the world (see Figure 1) as well as being a major player in global trade markets as an 
importer and exporter.  
 
Figure 1:  Main sugar producers and consumers - 2012/2013 forecast  

(million tonnes) 
 
Producers Consumers 
 
 

 
 
 
 
 
 
 
 
 
 
 

 India   EU27 NAFTA  China  Brazil 
 
 
Source: USDA. 
 
It is important that a competitive sugar industry continues within the EU to provide for the 
majority of domestic consumption. The 2006 reform of the sugar policy had a significant 
impact on the industry.  Prior to reform, the EU was a major sugar exporter to the world 
market, exporting 5-7 million tonnes each year (9 million tonnes in 2005/06). The 2006 
reforms were essential because of the WTO Disputes Settlement Body’s ruling which 
outlawed most of the EU’s exports, limiting them to 1.3744 million tonnes annually5, and 
the possibility of increased imports from LDCs and Balkan countries.    
 
As a major importer, there is a long-standing cane sugar refining industry in the EU which 
has provided a home for imports of raw cane sugar from ACP countries under the 
Economic Partnership Agreements (EPAs) (formerly the Sugar Protocol) and from LDCs 
under the everything but arms agreement (EBA).    

                                                 
5  In their response to the Court of Auditors report 6/2010 the European Commission states: “The Commission 

would like to clarify that in the light of the World Trade Organisation (WTO) ruling, there is no absolute 
quantitative limit on white sugar exports … Therefore the EU may allow exports of out of quota sugar in 
excess of its WTO commitments, provided the EU can demonstrate that these exports are not subsidised”. 
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There are other trade agreements which allow imports of white and raw sugar under 
preferential arrangements while other imports are excluded on economic grounds because 
of a high import tariff (€419/tonne on white sugar and €339/tonne on raw sugar plus a 
variable levy which has been in operation almost continuously). The EU’s international 
commitments are irrevocable as far as both preferential imports and the limit on 
subsidised exports are concerned.   
 
Apart from the need to reduce production and therefore exports, there were other 
objectives of the 2006 reform, which incorporate but go further than the aims of the 
Common Agricultural Policy dating back to the original Treaty of Rome, as set out in Article 
39 of the Lisbon Treaty (6). 
 
It was considered prudent to bring the sugar policy in line with the single CMO and provide 
a sustainable more market oriented policy, which is more acceptable to both the European 
taxpayer and the EU’s international trading partners. Sugar was originally left out of the 
major crop product reforms as it was of low budgetary cost as well as being very political.  
Reaching a compromise reform amongst 27 Member States is very difficult as there are 
diverse views and many countries are unwilling to relinquish quota. The long-term 
objective should be to align the sugar policy with the common organisation for other crop 
products where there has been considerable liberalisation. This would contribute to the 
simplification of the CAP. 
 
The EU’s competition policy requires competitive industries within the single market 
particularly to ensure reasonable prices for consumers. In a highly regulated market and 
capital intensive industry, competition has been limited. With the major economic and 
financial problems currently haunting European policy makers, it is imperative that the EU 
consider the wider economic benefits of all manufacturing industries based in the EU to 
provide future growth and jobs. Both farming and the EU’s food manufacturing industry 
are important elements in the European economy and a competitive sugar market is 
essential to keep a sustainable food industry growing in the EU. Further, the EU’s 
development policy requires consideration of the impact of the sugar policy on ACPs and 
LDCs. 
 

1.2. The 2006 reform: have the objectives been achieved? 
 
The European Commission’s primary aim was to reduce sugar production to make it 
sustainable through reducing sweetener production quota from 18 million tonnes to 14 
million tonnes. This was achieved through a combination of price reductions and voluntary 
restructuring. The 2006 reform process was successful in reducing production quota. 
 
Table 1: EU Sugar Production Quotas  
 

‘000 tonnes 2006/07 
before restructuring From 2009/10 

Sugar 17,554.5 13,336.7 
Isoglucose 573.7 690.4 

Inulin 321.0 0 
Total 18,449.2 14,027.1 

 Source: European Commission 

                                                 
6  Official Journal of the European Union, 2008, C115, 9 May 2008, Treaty on the Functioning of the European 

Union (Lisbon Treaty). 
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The European Commissioner, Mariann Fischer Boel, in a press release on 6 March 2009 
said “I am pleased to say that the sugar reform has been a success.” …  “Our sugar sector 
was in desperate need of reform. More sustainable production and prices promise a 
competitive future for our producers”. 
 
The 2006 reform had an impact on the European sugar industry, resulting in an inevitable 
reduction in the number of sugar companies, factories and jobs.  Sugar beet production is 
now carried out in 18/27 countries rather than the 23/27 countries prior to reform. Some 
countries who abandoned sugar production as a result of the reform now would like to 
reverse that decision because prices in the EU have not fallen as anticipated. 
 
Table 2: Impact of 2006 reform on the sugar industry 
 

 2005/06 2010/11 Difference 

Harvested beet area (ha) 2,193,573 1,521,673 -671,900 -31% 
Beet sugar production 
(‘000tonnes) 

20,063.9 14,968.2 -5,906 -25% 

Beet growers (‘000) 304.5 155.4 -149 -49% 
Sugar companies (number) 73 59 -14 -19% 
Sugar factories (number) 183 106 -77 -42% 
Processing industry jobs* 50,174 27,658 -22,515 -45% 
Total quota**  (‘000 tonnes) 18,449.2 14,027.1 -5,112 -28% 
Countries with sugar quota 23 18 -5 -22% 
Countries with isoglucose 
quota 

15 9 -6 -40% 

Countries with full time 
refineries 

5 7 +2 +40% 

No of full time refineries 7*** 26*** +19*** +271%*** 
Support price reduction 
€/tonne 

631.9 404.4 -228 -36% 

 
*  during the beet processing campaign 
**  includes sugar, isoglucose and inulin in 2005/06 and sugar and isoglucose in 2010/11 
***  in 2005/06 not including Bulgaria + Romania, 2010/11;  15/26 are in Bulgaria + Romania 

 
Source: CEFS and European Commission. 
 
The reform resulted in a net production quota reduction of 4.4 million tonnes7. The basis 
for that size of reduction was made with the assumption that 3.5 million tonnes of sugar 
would be imported under various international trade commitments, particularly EPA/EBA 
sugar with the balance coming under other trade commitments. 
 
Apart from voluntary restructuring to reduce quotas, the 2006 reform included a phased 
price reduction in the hope that production would be reduced by the least efficient 
producers who would leave the industry. Prices were reduced for sugar producers, ACP 
suppliers and beet farmers. The white sugar support price was reduced by 36% from 
€631.9/tonne in 2006/07 to €404.4/tonne from 2009/10. The European Commission had 
originally proposed a higher price reduction of 39% and had carried out an impact 
assessment into the impact on production which concluded that by the time the price was 

                                                 
7  The quota relinquished was 5.77 million tonnes but the net change in quota includes extra quota purchased 

by sugar companies and granted to isoglucose producers. 
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reduced to €450/tonne production would be 11.5 million tonnes and at a price of 
€400/tonne production would fall to 8 million tonnes. 
 
Table 3:  EU sugar balance sheet  
 

X 1000 tonnes 2005/06 (Oct-Sept) 
Final (EU25) 

2011/12 (Oct-Sept) 
Estimate (EU27) 

 quota out of quota quota out of quota 
Beginning stocks 6,223 1,238 1,951 0 
     
Production 16,138 5,596 14,673 4,718 
     
Imports 3,046 0 3,840 55 
     
Total Available 25,407 6,834 20,464 4,773 
     
Consumption 16,165 0  16,600 1,950 
     
Exports 3,573  1,183 2.065 
 - as such 2,680 5,812 45  
 - processed products 893  1,138  
     
Ending stocks 5,669 1,022 2,681 758 
     
Total outlets 25,407 6,834 20,464 4,773 
     
Source: European Commission. 

 

1.3. The 2006 reform: success or failure? 
 
The main objective of the 2006 reforms, to force a restructuring of the sugar industry so 
that quota production was reduced, has been met: quotas were reduced by 4.4 million 
tonnes. It was assumed that this, together with the price reductions imposed, would 
reduce total production especially as the EU was restricted from selling sugar on to the 
world market. However, total production has only fallen by 2 million tonnes (comparing 
the averages of 2005/6 to 2008/09 with 2009/10 to 2012/13) and is above EU 
consumption levels. The EU’s aim to reduce production significantly has not been met by 
the 2006 reform and the fall in production is much less than anticipated. With a limit on 
subsidised exports, the production levels could become an issue. 
 
It is also clear that many of the objectives of the CAP and the 2006 reform have not been 
fulfilled in their entirety. The reform failed in a number of aspects: 
 
-  Total production is still too high despite the restraints of the quotas. 
 
- The policy is highly regulated and the reform increased market distortions. 
 
-  The reform has resulted in considerable consolidation of the industry but failed to 

persuade all the least efficient producers to give up their production quotas and hence 
improve overall efficiency.    
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- The price reduction, while passed on to farmers in full has not been passed on to the 
sugar users in full (partly, but not entirely, because of higher world market prices). 
 

-  There have been supply difficulties following the reform because of higher world market 
prices and the lower than expected level of imports of raw sugar (white sugar imports 
have increased). 
 

While there is no free market, distortions can and do occur resulting in “winners” and 
“losers” and it is imperative that future decisions should be taken with a view to 
addressing the failings of the current system. In particular the future sugar policy should 
be adopted to prevent market distortion for all stakeholders whether farmer, producer, 
importer or consumer, while ensuring a strong sustainable industry able to compete on the 
world market. 
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2. THE POLICY AFTER 2015 

 
The European Commission points out in its proposal for the reform of the single CMO (8)  
that sugar production quotas expire from 1 October 2015 and it has made no provision for 
their extension. In doing so, the Commission is proposing to bring sugar in line with the 
single CMO and suggests that this will contribute to the simplification process. It is 
proposed that the private storage system continues (to provide a mechanism in the case 
of market oversupply), as well as the reference price, which is required to operate such a 
scheme, the price reporting scheme and measures to provide for contracts for purchase of 
sugar beet and cane (powers to be delegated to the Commission).  
 
In making this proposal, the European Commission has moved away from its original 
thoughts outlined in its communication issued in November 2010 (9) in which the 
Commission said “Several options for the future, including a non-disruptive end of the 
quotas at a date to be defined, need to be examined to bring about increased efficiency 
and greater competitiveness for the sector”. 
 
There have been a wide number of representations from all sectors of the sugar trade 
including farmers, sugar companies, sugar traders, sugar users and developing countries 
exporting to the EU market and opinions are diverse. Farmers, sugar companies and 
representatives of ACP countries are opposed to the abolition of sugar production quotas 
at this stage and call for an extension of the quota scheme until 2020. These groups argue 
that more time is required to improve efficiency and ready the industry for increased 
competition from the world market. 
 
Cane refiners want security of supply and suggest quotas should be applicable to import 
requirements to protect their interests and ensure supplies for the refineries, while there 
are production quotas for the beet sector.  
 
Sugar traders want a freer market as far as trade is concerned and sugar users who have 
suffered from much higher prices and supply difficulties want these issues corrected. The 
European Commission in November 2010 (10) said that “a strong agricultural sector is vital 
for the highly competitive food industry to remain an important part of EU economy and 
trade” and it is essential that the future sugar policy acknowledges the needs of the whole 
food industry and all stakeholders who are contributing to the EU economy.  
 
Decisions on the future sugar policy must be taken in the light of a more volatile world 
market, currency and oil price instability, climate change and increasing demand for sugar 
and other commodities both for food and the biofuel industries. The EU is not alone in 
having to adjust its policies to react to world market conditions. The USA this year had to 
increase its TRQ to allow increased imports as a result of low domestic production because 
of adverse weather conditions. It is important that the future policy is flexible enough to 

                                                 
8  European Commission, 2011, proposal for a Regulation of the European Parliament and of the Council 

establishing a common organization of the market in agricultural products (Single CMO Regulation) 
{SEC(2011) 1153} and {SEC(2011) 1154}, COM(2011)626, Brussels. 

9  European Commission, 2010, Communication from the Commission to the European Parliament, the Council, 
the European Economic and Social Committee and the Committee of the Regions “The CAP towards 2020:  
Meeting the food, natural resources and territorial challenges of the future” 18 November 2010 
COM(2010)672, Brussels. 

10  Ibid. 
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react to market conditions. The OECD-FAO (11) have predicted that the volatility in the 
sugar sector will increase. 
 

2.1. Constraints 
 
There are a number of constraints to be considered by the policy makers: 
 
1. WTO limits on exports while the sugar sector is protected or subsidised. 
2.  Import commitments agreed through free trade agreements and WTO. 
3.  Restricted budgetary cost. 
4.  Increased volatility in the world sugar market. 
5.  The current economic situation globally and in the EU as well as currency volatility. 
 

2.2. Objectives of the future policy 
 
Objectives for the future policy should be looked at in the light of the shortcomings of the 
2006 reform. These objectives are: 
 
1.  Provide farmers with a fair standard of living. 
2.  Encourage a sustainable sugar industry to compete on the world market. 
3.  Guarantee supplies for the European market. 
4.  Ensure fair prices and stability for producers and consumers.  
5.  Ensure competition within the single market. 
6.  Consider the impact on trading partners and developing countries. 
7.  Limit the budgetary cost. 
8.  Respect the environment. 
 

2.2.1. Provide farmers with a fair standard of living 
 
The 2006 reform reduced the minimum beet price from €43.63/tonne to €26.29/tonne. 
This was partially compensated for through the introduction of the single farm payment 
and those sugar beet farmers leaving the industry were eligible for aid. This is a minimum 
price and some processors pay more as the price paid has to be competitive with 
alternative crops. The European Commission plans to abandon the minimum beet price 
and this may result in a number of the least efficient farmers changing to alternative 
crops. 
 
The sugar industry has become much more consolidated and there is little competition in 
individual Member States or between Member States. With further consolidation 
anticipated there will have to be some protection for farmers, particularly where the sugar 
companies are not cooperatives. The Commission proposes the continuation of written 
contracts between beet farmers and sugar companies which must be agreed prior to beet 
planting under the existing regime. While not in line with competition policy, producer 
groups and interprofessional agreements are necessary to negotiate with the sugar 
processors especially in countries where there is only one sugar company. Beet is a bulky 
perishable product costly to transport and needs to be processed soon after harvest. 
 

                                                 
11  OECD-FAO Agricultural Outlook 2012-2021. 
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It is probably a necessity that written contracts are included in any reform to 
make sure that there is some protection for farmers in a highly consolidated 
industry. The need for a minimum price is less obvious especially if farmers are 
able to collectively negotiate with the sugar processors as the price paid to 
farmers will have to compete with alternative crops.   
 

2.2.2. Encourage a sustainable sugar industry to compete on the world market 
 
The EU’s international commitments call not just for a limit on subsidised exports but 
provide for imports under free and preferential trade agreements. It is imperative that the 
EU industry can compete with the other major sugar producers in the world especially as 
any further trade liberalisation will reduce the import tariffs currently charged on any non- 
preferential imports. One objective of the 2006 reform was to create an industry able to 
compete with lower cost cane sugar producers by discouraging the least efficient 
production within the EU and encouraging efficiency amongst the remaining producers. 
 
However, the reform process did not end all the least efficient production within the EU 
and there are some areas not suited to sugar production still holding on to their quotas 
despite inefficient beet and sugar yields. If the EU’s aim is to provide for a strong 
sustainable industry to compete freely on the world market, the least efficient producers 
should be persuaded to relinquish their quotas. If the market is fully liberalised, this will of 
course occur, assuming world market prices fall. 
 
It could be argued that some production in less efficient parts of the EU may be deemed 
necessary for geographical supply reasons and to retain competition within the EU market.  
To address this point the 2006 reforms encouraged investment in new cane sugar 
refineries and refining capacity has increased from 1.89 million tonnes prior to reform to 
3.26 million tonnes in 2011, with future prospects of 4.2 million tonnes (12).  
 
Maintaining sugar beet production in areas of low yields does not make economic sense 
yet the 2006 reform affords protection through the quota system to some very inefficient 
producers in Europe. Even before the reform process, sugar producers were improving 
efficiency and since the reform this has accelerated. There is considerable research being 
carried out by sugar producers to achieve improved yields through better seeds, 
processing techniques etc.  There is evidence that the production cost of the best of the EU 
beet producers is close to the costs of the more efficient cane industries.   
 
The European Court of Auditors (13) concluded that the reform process had not “fully 
ensured the future competitiveness of the EU sugar industry” because the objective of 
abandoning all the least efficient production in the EU was not achieved. This view has 
been endorsed by other commentators (14) (15) as well. 
 
Any future reform should address this issue and discourage the least efficient 
producers, with persistently low yields, to allow a strong European industry to 
flourish and compete freely on the world market yet able to reduce prices. 

                                                 
12  Agrosynergie Groupement Européen d’Intérêt Economique, 2011 “Evaluation of CAP measures applied to the 

sugar sector”, contracted by European Commission, Brussels. 
13  Court of Auditors, 2010, Special Report No 6 "Has the reform of the sugar market achieved its main 

objectives?", Brussels. 
14  Agra Europe, 2010, “Reform consolidates EU sugar monopoly”, Brian Gardner, London. 
15  F O Licht's International Sugar and Sweetener Report, 2009 “EU sugar post reform: an efficient industry?”, 

James Noble, Ratzeburg. 
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2.2.3. Guarantee supplies for the European market 
 
A sustainable sugar industry within the EU is imperative to guarantee regular supplies for 
the domestic market, most of which (about 80%) is consumed by the food manufacturing 
industry. It is not necessary (or indeed possible because of EU international commitments) 
to have 100% self sufficiency as long as the policy allows for adequate imports to fulfil 
domestic market requirements.   
 
Prior to the 2006 reform, there was a considerable oversupply which had to be exported.  
After reform, and the reduction in production quotas, EU self sufficiency has reduced to 
about 90%, as production quotas restrain the quantity of EU production sold on the 
internal market. There is not just a commitment to allow imports but a requirement to 
import to meet domestic demand. Stocks too have fallen (7% of annual consumption in 
October 2010 compared to 16% in October 2007).  
 
Since reform there has been a shortfall in the quantities of raw sugar imports. The end of 
the reform transition coincided with high world market prices (16). With higher world 
market prices, and a reduced EU price, the EU market was no longer as attractive to 
preferential suppliers as it had been prior to reform. The replacement of the Sugar Protocol 
with the EPAs meant some ACP countries looked elsewhere to find markets, established 
refining facilities to produce white sugar and moved out of sugar production altogether. 
Further, the LDCs did not export as much to the EU as had been anticipated. There was, 
therefore, insufficient raw sugar imported under preferential arrangements to meet the 
needs of the EU refining industry and sugar for the domestic market. It was a scenario 
which had not been given much consideration in the reform process. In its responses to 
the Court of Auditors in 2010 (17), the European Commission referred to a supply shortage 
as “hypothetical”.   
 
The European Commission had to introduce market measures to encourage imports in 
2010/11 and 2011/12. Some commentators have been critical of the European 
Commission saying the measures were too little and too late and that the measures 
themselves have contributed to significantly increased European sugar prices. The 
measures taken were: 
 
1. The temporary suspension of the import duty (€98/tonne) on CXL imports in 2010/11 
2. In 2010/11 introduce a TRQ in two tranches allowing for the import of 300,000 tonnes 

and 200,000 tonnes 
3. In 2010/11 introduce competitive import tenders for a total of 357,000 tonnes and in 

2011/12 for 399,000 tonnes 
4. Convert out of quota sugar to be sold on the internal market; 526,000 tonnes in 

2010/11 and 670,000 tonnes in 2011/12. 
 
The suspension of the CXL import levy was temporary and there have been calls for a 
more permanent suspension from the raw cane sugar refineries suffering supply 
difficulties. It can be assumed that without sufficient supplies coming from EPA/EBA 

                                                 
16  Something that perhaps could have been predicted given the volatility of the world sugar market and the fact 

that the regular exports from the EU of 5-7 million tonnes no longer added to the world market supply. Other 
factors affecting the world market prices include increased global demand, higher oil prices, and volatile 
currencies in the face of the global economic turmoil, not to mention climate change and unpredictable 
production in the major cane producing areas. 

17  Court of Auditors, 2010, Special Report No 6 "Has the reform of the sugar market achieved its main 
objectives?", Brussels. 
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sources, the “suck in” price for world market imports is at least the EU reference price plus 
€98/tonne rather than the world market price itself. 
 
The TRQ sugar was available only to sugar companies and refineries rather than to any 
stakeholder looking to buy sugar for their businesses. Further, some small sugar 
companies were unable to finance the sugar as a significant deposit of €150/tonne was 
required, precluding them from bidding. The TRQ, however, was heavily oversubscribed 
and a reducing coefficient had to be applied and few, if any, applicants received the 
tonnages required. 
 
The competitive import tender was open to any business requiring sugar as long as the 
business was VAT registered. There were seven tenders in all but the impact was 
inflationary as the price bid by those desperate for supplies pushed up the import tariff to 
be paid.   
 
The out of quota sugar was handled by those sugar companies who produced it, thus 
limiting the competition available in the market. It did not help the refiners’ supply 
shortfall. The market measures imposed by the European Commission are the subject of a 
legal action taken by two refiners, Tate and Lyle Sugars and Sidul Acucares against the 
European Commission in the European Court of Justice (2011/C 232/60). 
 
While the European Commission’s market management relieved the sugar shortage in the 
short term, it did not help reduce the price paid for sugar on the internal market. The 
domestic price increased significantly as the internal market shortage became apparent at 
the end of the 2009/10 marketing year and the inflated prices continued during 2010/11 
and 2011/12. As so often happens in a restricted market, once the price is ratcheted up 
for consumers it rarely comes down as quickly (a similar scenario is seen in the energy 
market). In a market reliant on imports the price is of course likely to be less stable 
because of the volatility of the world price, making it difficult for the Commission to protect 
European consumers from extreme price fluctuations. 
 
Prior to the shortage on the internal market for the food industry there were reported 
supply difficulties for the industrial non food sector in 2006/07 and the European 
Commission had to introduce a TRQ for industrial sugar. From 2008/09 a TRQ for industrial 
sugar allows more choice for industrial users and helps keep prices more closely linked to 
world market prices, although the TRQ of 400,000 tonnes is not fully utilised. The non food 
industrial users call for an increased TRQ to become a permanent feature of the policy to 
provide alternative supplies. 
 
The reverse of this scenario is the possibility of over supply. Since 2009/10 this has not 
been a problem and will not be an issue while production quotas remain and world prices 
stay high. However, if world prices fall the current production levels could become a 
problem as the EU will not be able to export the surplus and the EU market would become 
more attractive for world market exporters (and imports increase). 
 
Supply difficulties have emerged since the 2006 reform. While the EU market is 
protected from the world market, further reform must address the issue of 
ensuring adequate supplies for domestic consumption while continuing measures 
to prevent over supply. 
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2.2.4. Fair prices for producers and consumers and price stability 
 
One of the aims of the CAP is to provide price stability and the EU sugar policy prior to 
reform was successful in providing this albeit at very high domestic prices. Since the 2006 
reform, prices have not been as stable and in a free market stability would be even less. 
There is a clear dilemma for policy makers: stable or fair prices. Stable prices can only be 
guaranteed in a protected market. Sugar is one of the most volatile commodities on the 
world market and in the face of uncertain production, climate change and growing demand 
(particularly from developing countries) for food as well as non-food uses, it is clear that 
volatility will increase rather than decrease. 
 
Sugar producing companies need to secure good returns to be sustainable as this is a 
highly capital intensive industry, but on the other hand there needs to be some control on 
the prices they charge as a consolidated industry provides little, if any, competition.     
 
Key to the reform was the 36% cut in prices over the transition period to beet farmers, 
processors and the price paid for ACP imports. Sugar users were in favour of reform as 
they anticipated benefiting from the price reduction. The 2006 reform established a price 
reporting system. During the transition period the prices reported showed that they were 
stable and partially followed the reduction in the reference price until September 2009. 
However, when the final reference price reduction to €404/tonne was implemented in 
October 2009, the reported price only fell to €499/tonne and the lowest it reached was 
€476/tonne in June 2010. The final cut in the reference price in October 2009 coincided 
with a rising world market price and the sugar companies never passed on the full price 
reduction. 
 
Figure 2:  EU and world sugar prices 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Source:  European Commission and Mintel. 
 
The price paid by the non-food industrial sector reflects the world market price as the non 
food users are able to buy out of quota sugar and some sugar imported under a TRQ for 
these industries so are effectively operating in a liberalised market as long as supplies are 
available.  
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Figure 3:   EU industrial (non-food) and world sugar prices 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Source:  European Commission and Mintel. 
 
The market prices shown in Figure 2 are those reported to the Commission by sugar 
producers, they are ex-factory and do not include delivery. Those in Figure 3 are prices 
reported by both the sugar companies (ex-factory) and the yeast and chemical industries 
(delivered). There are some difficulties with the price reporting system in that the prices 
reported do not show the up-to-date market situation as contracts are normally finalised 
on an annual basis. They are an average of all the prices reported to the Commission 
weighted by quantities and are, therefore, not indicative of the price paid by the smallest 
sugar users or prices for spot use. There is a wide standard deviation again weighted by 
quantities and it is impossible to understand regional price differences. 
 
In a report presented at the Agricultural Economics Society in April 2012 (18) it was stated, 
“Concern has been expressed that the price reported by the EU fails to act as a signal that 
sugar is in short supply and thus triggering possible remedial action by policy makers. This 
is in part the nature of the statistics collected as they relate to the fact that the majority of 
sugar is bought yearly ahead (the sugar marketing year) and it is also based on the price 
for the major part bought. Therefore, it does not reflect the price that a buyer would have 
to pay on the spot market and is unable to capture for example the price raising effects of 
shortages. This does raise a question of the role of the prices in signalling potential 
shortages and the requirement for action to address these shortages.”  
 
However, as the reported prices are the only prices publicly available (because of 
commercial sensitivity) it is necessary to use these prices for analysis. There is evidence 
consumers are actually paying higher prices than those reported and there are wide 
variations between the Member States as prices are likely to be lower in the sugar 
producing areas and higher in deficit areas. This is evidenced as most multinational food 
companies pay different prices for sugar for different factories depending on their location. 

                                                 
18  Alan Renwick (Cesar Revoredo-GHIA (SAC)), George Philippidis, Michael Bourne (Government of Aragon, 

Spain) and Ben Lang and Mark Reader (University of Cambridge), 2012, “Sugar and Spice and all things nice? 
Assessing the Impact of the 2006 EU Sugar Regime Reforms”, University of Warwick, UK. 
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Having not passed on the full price reduction in October 2009, supply shortages within the 
EU market began to emerge in summer 2010 and some sugar companies were unable to 
fulfil their contracts with sugar users.  Sugar users, desperate for supplies, had to pay 
inflated prices (there is evidence that in some countries prices paid went over 
€1000/tonne) and even when the shortages were eased, prices continued to increase. The 
latest reported price available at time of writing was €706/tonne, higher than the pre 
reform support price of €632/tonne which was the basis of most sugar sales and close to 
the reported price at the start of the reform process. 
 
Some commentators have said that the EU white sugar price is now linked to the world 
market price.  It should be noted that the major proportion of EU consumption (88%) is 
from domestic sugar beet production, so only a small proportion (12%) of the market is 
affected by world market prices. The internal price, while there are protections from the 
world market in place, should be a product of internal production costs, not just world 
market prices. Indeed, world market prices have fallen from their peak yet the reported 
EU price has continued to increase. Consumers are now paying over double the EU 
reference price and the link to the world price is not evident.    
 
It is of course difficult to define “fair”. It is doubtful that anyone thought that by reducing 
the support price by 36%, the internal price paid by sugar users would be higher than the 
price paid before reform. It was assumed that much of the price reduction would be 
passed on to consumers especially as the sugar companies’ operating costs would be 
reduced as a result of restructuring and economies of scale, both of which have occurred. 
In its impact assessment prior to publication of the reform proposals in 2005 (19), the 
European Commission said “since sugar is an important input for the agri-food industry, 
lower sugar prices would mean they would benefit from a decrease in their variable costs”. 
 
Further down the chain, it is not clear whether the initial price reduction which was passed 
on to the food manufacturing industry resulted in lower prices for consumers as it is 
difficult to ascertain whether the savings in sugar purchasing were offset by increases in 
other ingredient costs, labour charges, energy etc. It is also not clear whether the inflated 
price that is now paid for sugar by the food companies will impact on food prices in 
Europe. What it may do, while there is a regulated market in sugar, is influence 
investment decisions for the future. 
 
COPA-COGECA (20), representing European farmers noted “Regarding the food chain, it is 
worth noting that price decreases, particularly following the 2006 reform, have not been 
passed on to consumers, whereas increases routinely are. Copa-Cogeca therefore believes 
that price and market observatories, which already exist in some Member States, should 
observe markets and commercial practice in order to ensure fairness, transparency and 
stability in the food supply chain”. 
 
The Court of Auditors (21) recommend that “price formation be subject to regular 
monitoring by the Commission and that the Commission and Member States ensure that 
competition law is correctly enforced in the sector thus ensuring the Treaty objective that 

                                                 
19  European Commission, 2005 Commission Staff working document, SEC(2005) 808 Reforming the European 

Union’s sugar policy Update of impact assessment [SEC(2003) 1022] {COM(2005)263 final}, 22.6.2005, 
Brussels. 

20  COPA/COGECA, 2010 “The Common Agricultural Policy post 2013 The Sugar Sector”, The reaction of EU 
farmers and agri-cooperatives to the legislative proposals for the EU sugar sector after 2015, Brussels. 

21  Court of Auditors, 2010, Special Report No 6 "Has the reform of the sugar market achieved its main 
objectives?", Brussels. 
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supplies reach consumers at reasonable prices”. This was written prior to the supply 
difficulties becoming apparent on the market and the following price hike which emerged. 
 
The next reform should include a system of price monitoring to make sure that 
the pricing structure is fair for all stakeholders. As has been done for the non- 
food industrial sector, perhaps the Commission should monitor both the ex works 
price from the sugar suppliers as well as a delivered price. 
  

2.2.5. Ensure competition within the single market 
 
Prior to the reform there was little evidence of competition within the internal market and 
the European Commission said that they wanted to see competition increased. The reform 
has not increased competition, it has decreased it. The 73 EU sugar companies in 
operation in 2006 have been reduced to 59 in 2011 (22). Further, almost 50% of the 
production quota is concentrated in two Member States and 70% in four Member States. 
Eight out of the eighteen countries with sugar quota have only one sugar beet company in 
that country. Further the top four sugar processing companies hold over 60% of the quota 
and only eight companies hold 86% of the quota. The EU sugar industry is dominated by 
five multinationals, Südzucker, Tereos, Nordzucker, Pfeifer & Langen and British Sugar 
(Associated British Foods) (23)  and one cane refiner, Tate and Lyle. 
 
Figure 4:  Sugar production quotas by Member State (2011/12) 
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 Source: European Commission 
 

 
In itself this is not a problem within a single market as long as supplies within that market 
are sufficient and free flowing and there is clear competition between the sugar 
companies, refiners and isoglucose producers. However, as the majority of the sugar use 
is for the food industry, there is a requirement to source sugar locally as food 
manufacturing factories often require “just in time” delivery. Competition is very limited if 
at all as so many countries have just one or two suppliers.  
 

                                                 
22  Comité européen des Fabricants de Sucre (CEFS), 2011, Sugar Statistics, Brussels. 
23  Agrosynergie Groupement Européen d’Intérêt Economique, 2011 “Evaluation of CAP measures applied to the 

sugar sector”, contracted by European Commission, Brussels. 
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Competition can be improved through the diversification of sweeteners on the market, but 
the reform process itself saw the abandonment of inulin syrup although it did allow for an 
increase in isoglucose quotas. However, several countries, France, UK, Netherlands, 
Greece and Romania relinquished their total isoglucose quotas while Spanish production 
was reduced. Other countries increased quotas and quota was granted to Bulgaria and 
Romania (which Romania then relinquished), but the overall quota only increased from 
607,680 tonnes in EU25 to 690,441 tonnes in 2009/10 in EU27 (of which 89,198 tonnes 
relates to the Bulgarian quota) so in fact in the EU-25 the reform did not increase capacity. 
 
In its impact assessment prior to publication of the reform proposals in 2005 (24), the 
European Commission said “Within the starch industry, isoglucose production should 
remain competitive at the price level envisaged by the current legal proposal. Therefore, 
for the industry it would be a matter of arbitration among sweeteners, given the strong 
interdependences among their prices and with respect to the sugar price. This could have 
an impact on the overall consumption of sweeteners under quota (raw sugar cane, beet 
sugar, isoglucose, and inulin syrup). Finally, as the isoglucose market will enlarge following 
the increase in the isoglucose quota by 300 000 tonnes, it is less probable that isoglucose 
factories would resort to the restructuring scheme. Regarding inulin syrup producers, the 
less competitive ones would probably find it attractive to take advantage of the 
restructuring scheme”. This has not proved to be the reality and isoglucose production has 
not increased and inulin has ceased altogether. 
 
If supplies for the cane refining industry are not secure there could be less choice.  The EU 
should not discriminate against cane sugar imports especially as the 2006 reform itself 
encouraged new investment in cane refineries in the deficit areas of production. The 
number of cane refineries has increased from 7 in 2005/06 to 27 in 2010/11 and an 
increased quantity of sugar is imported by the sugar beet companies (25). Yet after the 
reforms the cane sugar refining industry has suffered in its profitability and ability to 
compete with the beet sugar companies. The biggest cane refiner, Tate and Lyle, is 
running well below capacity because of supply difficulties as are some of the smaller 
refiners who have had to pay a premium for raw sugar. It is impossible for these refineries 
to compete if enough preferential sugar is not delivered because of higher world prices. 
There needs to be a system in place to ensure enough duty free raw sugar is available to 
meet their refining needs from any available source. Following the reform, a proportion of 
the traditional supplies for the cane refining industry have been diverted to sugar beet 
companies and some of the most dominant sugar companies are investing in refineries. 
Again in its impact assessment (26) the European Commission stated “Sugar refineries will 
in time have access to a larger supply at lower prices, while during the transition period 
their supply needs will be ensured through privileged access to Traditional Supply Needs”. 
Again this has not been the reality and refiners have not restructured to increase 
efficiency. 
 
Lastly, under the current system there is no provision for new suppliers to enter the 
market because of the quota restraints.  
 

                                                 
24  European Commission, 2005 Commission Staff working document, SEC(2005) 808 Reforming the European 

Union’s sugar policy Update of impact assessment [SEC(2003) 1022] {COM(2005)263 final}, 22.6.2005, 
Brussels. 

25  Agrosynergie Groupement Européen d’Intérêt Economique, 2011 “Evaluation of CAP measures applied to the 
sugar sector”, contracted by European Commission, Brussels. 

26  European Commission, 2005 Commission Staff working document, SEC(2005) 808 Reforming the European 
Union’s sugar policy Update of impact assessment [SEC(2003) 1022] {COM(2005)263 final}, 22.6.2005, 
Brussels. 
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Competition is restricted while a quota system is in place and as the industry 
consolidates to become more efficient and able to compete on the world market.  
Further reforms should address this lack of competition on the internal market if 
quotas are to be continued after 2015. 
 

2.2.6. Consider the impact on trading partners 
 
The EU has a responsibility to its trading partners. The Doha talks may have stalled for 
now and there is evidence of increased protectionism in the world while the economic 
downturn continues. This will delay any further liberalisation for the moment, but when the 
talks are concluded, the EU will have to reduce the protectionist import tariffs that apply to 
sugar. Further, although they are not currently in use in the sugar sector (there is the 
possibility for their reintroduction), export refunds will be confined to history once the talks 
are concluded. On top of that there are constraints on the tonnage of sugar which can be 
exported to the world market because of the WTO Trade Disputes settlement. 
 
The EU has commitments to import duty free under EBA/EPA as well as from other 
countries. The level of imports has not been as high as expected but that is partly because 
of higher world market prices which have meant the EU market is less attractive. When 
world prices fall again, the EU will be more attractive because of higher prices pertaining in 
the EU and room has to be made for the possibility of these imports.  
 
The extent of the EU’s commitments with its trading partners must be central in 
the consideration of future reform. 
 

2.2.7. Limit the budgetary cost 
 
While the 2006 restructuring measures were self financing and beneficial to the budget, 
the costs of including sugar beet farmers in the single farm payment and aid to ACP 
countries are not budgetary neutral. 
 
The Court of Auditors noted “that, while it is likely that an amount of around €640 million 
will be available in the restructuring fund to be assigned to the EAGF, on the other hand, 
there are significant additional related costs, not directly charged to the agricultural 
section of the budget, for compensating traditional ACP country exporters for their loss of 
income, which lead to the overall cost of the reform being €1.2 billion higher than the 
average budgetary support before the reform”. (27)   
 
Under the current rules there is a €12/tonne production charge and there have been calls 
for the removal of this as sugar is the only sector where such is charge is levied.   
 
Any further reforms and transfer of quotas between countries should be 
budgetary neutral. Once quotas are abandoned the €12 levy should also be ended 
as there should be no further costs to be covered. 
 

                                                 
27  Court of Auditors, 2010, Special Report No 6 "Has the reform of the sugar market achieved its main 

objectives?", Brussels. 
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2.2.8. Respect the environment 
 
COPA/COGECA says that “beet is a model crop when it comes to environmental 
sustainability” (28). Sugar beet is an important rotation crop in many EU countries. The use 
of fertilisers and pesticides has been reduced considerably while yields have improved. 
 
There were strict environmental provisions imposed as part of the restructuring process 
which may not have been met in full.  The Court of Auditors said “that the Commission 
and the Member States have given inadequate attention to monitoring the direct social 
impact of the production facility dismantlement”. The Court noted in certain Member 
States delays in the implementation of the diversification measures intended to develop 
alternatives to sugar production as well as in the compliance with environmental 
obligations (29). 
 
Concentrating sugar production in the areas where yields are highest is good for 
the environment as the reduction in nitrates and pesticides is likely to continue. 
 

                                                 
28  COPA/COGECA, 2010 “The Common Agricultural Policy post 2013 The Sugar Sector”, The reaction of EU 

farmers and agri-cooperatives to the legislative proposals for the EU sugar sector after 2015, Brussels. 
29  Court of Auditors, 2010, Special Report No 6 "Has the reform of the sugar market achieved its main 

objectives?", Brussels. 
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3. OPTIONS FOR REFORM 
 
There are a number of options to be considered.  
 
OPTION 1 

Continue production quotas and extend the current policy until 2020 
 
Advantages   
(i)  allows further time for farmers, sugar companies and ACP/LDCs to become more 

efficient to compete on the free market. 
 
Disadvantages   
(i)  continued distortion of the domestic market inflating prices;  
(ii)  prevents free market competition between sugar processors and from the cane sugar 

refiners and isoglucose; 
(iii)  does not contribute to simplification;  
(iv)  does not address the unfulfilled objectives of the 2006 reform;   
(v)  is out of line with the rest of the CAP CMO; 
(vi)  prolongs the protection of the least efficient sugar beet producers; 
(vii)  increases internal prices. 
 
Comments: Sugar companies, farmers and some ACP producers support this option 
saying that it will give them enough time to become competitive in the world market and 
able to compete in a free market. However, there has been considerable restructuring 
since 2006 and it must be questioned if they need more time after 2015 when the quotas 
expire. There is evidence that many can compete on a free market already, assuming 
current world market prices. 
 
The food industry, the non-food industrial users and sugar traders are opposed and call for 
a free market. 
 
OPTION 2 

Keep production quotas until 2020 with modifications to help increase efficiency, 
ensure supplies and prevent price distortion 
 
Advantages 
(i)  allows further time for the sugar companies and ACP/LDCs to become more efficient 

to compete on the free market if that time is required; 
(ii)  allows for modifications to address the shortcomings of the current policy. 
 
Disadvantages 
(i)  continued distortion of the domestic market inflating prices for sugar users; 
(ii)  prevents free market competition between sugar companies and from the cane sugar 

refiners and isoglucose; 
(iii)  is out of line with the rest of the CAP CMO; 
(iv)  may prolong the protection of the least efficient producers.  
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What modifications? 
 
1.  Allow transfer of quotas across borders to help complete the original aim to make the 

EU’s sugar production more efficient in world market terms.  In the 2006 reform the 
Commission originally proposed transfer of quotas across borders but this was 
rejected by Member States. The least productive areas should be allowed to sell their 
quotas to companies looking to expand (e.g. Greece where the yield averaged, over 
three years from 2009/10 to 20011/12, 6.1 tonne/ hectare compared to an EU 
average of 10.9 tonne/ hectare) could “sell” their quota to other Member States and 
help reduce their deficit at the same time). If the plan is for the EU to maintain about 
90% self sufficiency the least efficient producers (who continue production because of 
the quota system) should be encouraged to transfer quota to increase efficiency in 
Europe and compete with world market producers. This would be beneficial to the 
environment, but further restrict competition.  

 
2.  Ensure supplies for the cane sugar industry through a balance sheet arrangement 

whereby if EPA/EBA countries cannot or do not supply sufficient sugar, the CXL duty 
should be suspended and the refiners should be able to import other sugar from other 
sources duty free up to a certain limit. There have been calls from the refiners (ESRA) 
for better access to world market raw cane sugar and there is clear evidence that 
refiners have not been able to run at full capacity contributing to the shortages on the 
domestic market and inflated prices for consumers. 

 
3.  At times of supply shortages allow further imports of white and raw sugar when 

required by the market. These imports should be freely available for any stakeholder, 
whether producer, consumer or trader.   

 
4.   Toughen competition monitoring to ensure “fair” prices on the domestic market. 
 
5.   Continue rules on withdrawal and private storage to prevent surpluses. 
 
6.  Continue rules on the minimum beet price and allow beet farmers to collectively 

negotiate contracts. 
 
Comments: Similar to the current policy but addresses some of its failings and provides a 
“softer landing” approach to the final abolition of production quotas in 2020.  
 
OPTION 3 

Phase out production quotas between 2015 and 2020 by increasing quotas 
annually 
 
Advantages 
(i)  allows “a soft landing” for the removal of quotas (similar to the milk regime); 
(ii)  provides further time for farmers, sugar companies and ACP/LDCs to become more 

efficient and compete on the free market.  
 
Disadvantages 
(i)  continued distortion of the domestic market inflating prices for sugar users; 
(ii)  prevents free market competition between sugar companies and from the cane sugar 

refiners and isoglucose producers; 
(iii)  is out of line with the rest of the CAP and CMO; 
(iv)  does not address the historical and current imbalance in the current quotas; 
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(v)   increases supplies on the domestic market squeezing out the refining industries; 
(vi)  continues protection of the least efficient producers. 
 
Comments: This approach may be more politically acceptable to the least efficient 
producers, but it does not increase the overall strength of the EU industry.  If prices 
remain high in the EU this approach may squeeze out the cane refiners altogether.  The 
quotas now are not well distributed as the 2006 reform continued with the distortion of 
distribution in that some countries’ quotas are well in excess of consumption while others 
are well below nor does the quota distribution relate to efficiency. 
 
OPTION 4 

Abandon production quotas but keep market management and protectionist tariff 
 
Advantages 
(i)  this is a move towards a freer market but keeps some control, including the high 

import tariff, which will help the EU meet its international commitments and domestic 
requirements; 

(ii)  it should allow the further restructuring to make sure the most efficient producers 
survive and the less efficient leave the industry and concentrate on other agricultural 
activities more suited to the area; 

(iii)  brings sugar policy into line with the aims of the single CMO. 
   
Disadvantages 
(i)  more complicated and less transparent than the free market option; 
(ii)  when world prices fall below EU levels, the EU will have to control exports to keep 

within WTO limits. 
 
Comments: This is broadly as proposed by the European Commission but in their 
proposal the shortcomings of the current system, which have lead to supply difficulties and 
high prices have not been addressed. The current proposal would have to be strengthened 
with other market management policies to ensure availability of supplies as well as the 
protection against surpluses. 
 
Transparent and simplified market management is essential for all stakeholders. Any 
market management tools should look toward a future with lower import tariffs: after 
Doha the import tariff will be reduced and the variable levy may also end, thus reducing 
the protection to sugar producers in the EU and making available more sugar through 
further free trade agreements.    
 
OPTION 5 

Abandon production quotas and all protection (import duties) 
 
Advantages 
(i)  a free market and sugar production will be market orientated; 
(ii)  allows for more competition between all operators in the industry; 
(iii)  sugar users benefit from a free market and more competition and will be able to 

hedge against price changes as these should be linked to the world market not 
politically manipulated; 

(iv)  the WTO will have no basis to impose export limits and the EU would be able to 
export surplus production at world market prices; 

(v)  sugar would also be more in line with the other reforms of the single CMO. 
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Disadvantages  
(i)  much more price and perhaps supply volatility.  
 
Comments: This is the long term aim.  It is important therefore that the EU has a 
competitive industry able to withstand the lower protection in the future. 
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4. CONCLUSIONS 

 
The production quota system is very uncompetitive. It protects those unsuited to the sugar 
industry and prevents new entrants wanting to produce sweeteners. It is interesting to 
note that some producers who relinquished quota under the reform process would now like 
to re-enter the sugar market but are prevented from doing so as a result of the quota 
system.  On competition grounds alone production quotas should be abandoned. There are 
strong feelings on both sides of the argument with producers on the one hand arguing that 
they need more time to adapt and increase productivity, supported by the ACP producers 
who enjoy preferential access to the higher priced market, and, on the other hand, the 
users and the isoglucose industry demanding a free market. 
 
The EU’s refining industry is ambivalent but if quotas continue they would like a similar 
system to guarantee supplies for the refining industry. The evidence of the market over 
the last two years shows the need for an automatic and transparent system. The refining 
industry plays an important role in the EU sugar market especially as the beet industry 
becomes more consolidated. Further, importing from the ACP and LDCs is a significant part 
of the EU’s development policy.  
 
Assuming it is agreed that production quotas should be abandoned, the question is when 
and how.  Production quotas can either be abandoned overnight (as proposed by the 
European Commission), phased out over a further transition period or made more flexible 
so the most efficient producers in the single market can acquire quotas from the 
economically unsustainable producers. There are a number of advantages to the “soft 
landing” approach but it is not clear how Member States not suited to sugar production 
can be persuaded to relinquish quotas as long as quotas remain. State owned sugar 
companies could be sold to raise money for countries with a debt crisis. They would be 
wise to take advantage of any move to allow sugar quotas to be transferred across 
borders, if this was introduced, while quotas still have a value. If quotas are to be 
maintained after 2015 yet abandoned by 2020 these quotas will diminish in value as 2020 
approaches. 
 
There has been no suggestion to reduce the EU import tariff which is an essential part of 
providing protection to European producers. It is unlikely that the EU would abandon the 
high tariffs outside a multinational trade agreement within WTO. If, or when, the stalled 
Doha negotiations are concluded, the EU will have to reduce the tariffs significantly and 
decide whether they want to keep the variable tariff to provide further protection. Until 
these tariffs are reduced, there will be a high degree of protectionism for EU sugar 
producers.   
 
A free, unregulated market without quotas should increase competition amongst the few 
companies in the sugar business as well as from other sweeteners including isoglucose and 
sugar imports but, to get the full benefit of this, the EU’s restrictive import tariffs would 
have to be removed or reduced.  
 
With the global economic crisis continuing there are signs that protectionism is increasing 
in the world which is a pity for the future of free trade and further trade liberalisation.  
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The EU sugar policy must be flexible and able to react quickly to market situations. The 
volatility in world commodity prices (particularly sugar) is likely to increase not just 
because of the fundamentals in the sugar industry but also because of currency 
fluctuations. The economic situation in the EU is bleak and the regulators must keep the 
problems of the euro crisis and lack of growth in mind when considering the best option for 
the future of the sugar policy.  
 
With such a highly capital intensive industry, the consolidation within this sector has 
restricted competition and this needs to be addressed.  Prices have increased to the 
detriment of consumers.  There needs to be more competition in the sweeteners market 
and any further policy changes should address this fact and allow for a diversity of 
sweetener sources.  It is imperative that the regulatory framework allows room for all EU 
sweetener producers including sugar, both the sugar beet and cane sectors, and 
sweeteners from other crops. While the sugar market is regulated it is essential to make 
sure that the regulations are not discriminatory between the various stakeholders.  
 
Above all the next reform must be fair for all stakeholders to provide a level playing field 
and encourage strong competitive industries from farming to food production to help 
revive the ailing European economy in the face of the ongoing euro crisis.  
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