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Forms of market organisation: a European perspective

by Manfred SCHULZ, a beet grower and Member of the Austrian Chamber of Agriculture

Ladies and Gentlemen,

In Austria – and I guess everywhere in Europe – the preferred form of market organisation for beet growers and sugar industry is quantity control at stable, remunerative prices. 

I do not need to go into detail about the almost 40 year old EU sugar market regulation which:

· provides an equitable balance between growers and processors in Europe, 

· has adapted itself to the GATT commitments of Marrakech (declassification mechanism),

· has coped with numerous enlargements of the EU (we’ve grown from six to twenty-five), 

· grants CONTROLLED preferential access to not negligible quantities of raw cane sugar (mainly from the ACP
 countries, but also from others) at remunerative prices,

· guarantees sufficient supplies of quality sugar at reasonable prices to intermediate and final consumers.  

It is undisputable that the present Sugar Regulation must be reformed and that as a result of the WTO panel ruling and WTO negotiations, the export of European sugar with subsidy will be progressively eliminated. But an unlimited opening of markets, as planned by the EU Commission and as demanded by the World Bank, is in the interest of neither the smallholder families in developing countries nor the farmers in Europe.

Precisely the Least Developed Countries have requested in the context of the proposals for reform of the Sugar Regulation that the unlimited access granted by Everything But Arms and due to be fully applicable by 2009 be reconsidered and converted into a system of import quotas at remunerative prices. Because if prices in Europe should fall, then even the poorest countries would not be able to sell their sugar profitably at these prices and the market opening announced by the Commission under the cloak of “Development Aid” would become ineffective. They would only be able to sell their sugar on the world market at production costs or finally have to abandon sugar production. The world market price is and remains low, because Brazil aggressively expands production and thus puts pressure on the world market. Brazil plans an expansion of sugar cane production over the next four years which will be higher than what Europe produces at present.

The Commission refuses to control sugar imports from the Least Developed Countries into the European Union (notably by prohibiting SWAP), despite repeated requests by numerous ministers and European Parliament. The EU Commission’s proposal would allow SWAP to take place. In this situation, the raw sugar produced by the LDCs would be exported to the EU. Some 2.5 to 3 million tonnes of raw sugar would be sold for refining in Europe, corresponding to the sugar consumption of 85 million Europeans. The LDC’s own sugar needs would then be met by sugar imported from Brazil. 

The principal beneficiaries of EU sugar reform would be large companies in Brazil, the refineries dating from the colonial era in France and England and above all the big sugar users and the drinks industry. The latter are also the most fervent lobbyists for reform of the Sugar Regulation. For their benefit, they are willing to sacrifice Europe’s self-sufficiency and abandon the farmers’ production capacity. On the other hand, European aid in the construction of refining capacities in the LDCs for self-supply would be a first step in fair development cooperation. But the EU Commission’s proposal for reform wants to prevent this.   

Unofficial information regarding the Commission’s current work on its forthcoming proposal for a new Sugar Regulation has been in circulation for the past few weeks.

This proposal apparently chooses to seek a balance on the EU sugar market by a strong cut in the sugar price and an even stronger cut in the beet price. There is talk of a 42.6% cut, but on closer examination the beet price cut would be more than 50% in some cases. It puts European sugar beet growing and the economy of ACP countries traditionally supplying Europe with cane sugar in very great danger. 

At the same time, it is very likely to discourage investment in the sugar production capacities of the LDCs. Incidentally, it is the declared aim of the Commission NOT to encourage production expansion in LDCs which cannot cope with significantly less remunerative prices.

The proposal basically means the planned disappearance of hundreds of thousands of family farms growing beet in Europe because the COMMISSION does not want to prohibit triangular trading of sugar surpluses from Brazil’s latifundia between the LDCs and Europe.

It is incoherent to allow in Europe the unlimited development of sugar refined from raw sugar imported from the LDCs, whilst the European beet growers are being asked to drastically reduce their production of beet sugar under quota.

AGEZ (Working Group for Development Cooperation) and Rübenbauern (Confederation of Austrian Beet Growers’ Associations) demand from the EU Commission a clear commitment for a humane agricultural policy. 

As it stands, the reform of the EU Sugar Regulation brings disadvantages for developing countries, consumers and European farmers.

European growers have never objected to controlled market access for raw sugar from developing countries – it has been in operation for over 30 years.

The recent debacle of granting unrestricted EU market access to sugar from the Balkans has nudged the EU Commission back onto the path of controlled market access. The Balkan countries now either have or are in the process of negotiating a duty free quota limiting access to the EU market.

So in conclusion:

1) Controlled access for LDC sugar to an EU market with remunerative prices– by all means if it makes sense from a development point of view! How much sense is there in a net sugar importing LDC exporting sugar to the EU and at the same time appealing for food aid?

2) A “free for all” at low price levels – European growers cannot accept this! It would: 

· destroy the EU’s beet and sugar sector, 

· destroy the cane and sugar sector in numerous ACP countries currently benefiting from EU market access, 

· not benefit farmers and their families in the LDCs,

· certainly NOT benefit the final consumer, who would not only be paying the same price for soft drinks, preserves, sweets, biscuits, chocolate and other sugar containing products but may even be asked to pay up in order to compensate beet growers and possibly ACP producers for their loss in revenue.   

Thank you for your attention.

� ACP: African, Pacific and Caribbean Countries 





