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Summary

In contrast with the other COM, the reform of the Common Organisation of the Market (COM) in sugar, currently being discussed at European level, introduces a greater problem that is linked to the existence of the Sugar Protocol from which the African-Caribbean-Pacific group of States (ACP) benefit, to the possibilities made accessible to the Least Developed Countries (LDC) within the framework of the European “Everything But Arms” (EBA) initiative, and to the consequences of maintaining these preferential agreements in the light of a movement to liberalise trade in agricultural produce.

This analysis demonstrates that the hypothesis, according to which the European Union has a useful development policy tool by way of the preferential agreements granted to the ACP and LDC groups, is essentially theoretical, because it overlooks all the ambiguities involved in the relationship between sugar and development.

The EU “Everything But Arms” (EBA) initiative, adopted in 2001, made provision for the possibility of unlimited quantities of duty free sugar exports to the EU market from 2009 onwards from the 49 Least Developed Countries (LDC). Although the LDC group, as a whole, are currently sugar importers, potential exports to the European Union (EU) are evaluated at between approximately 1 to 2.7 million tonnes by 2010, and even 3.9 million tonnes by 2015 if “SWAP” practices are taken into account (exporting overall production to the EU and importing total consumption from the world market). The EU market, with a domestic price that is currently much higher than the world price, is the obvious attraction. However, from amongst the options for reform of the COM sugar retained by the European Commission, the preferred reform involving price reductions does not appear to satisfy the LDC group that need remunerative prices to plan and make their investments in sugar cane production profitable. This group of countries has, moreover, recently taken a clear position on the subject, preferring - as do the ACP states - a regulated quota system for exports to Europe within the framework of guaranteed remunerative prices. However, such a system of trade preference could, as a result, encourage development of sugar cane production for export by the LDCs. 

The question raised is whether development of an export oriented sugar industry can really be a powerful development force for the LDC group, as is commonly declared. This analysis is inclined to provide elements that contradict this statement. Lessons learnt from history, as well as from the current situation of some of the ACP states and the LDC, thus demonstrate that promoting development of sugar cane production for export emerges somewhat as a mistake for both economic and social development. On the one hand, the risks of depending upon an agricultural commodity for export are clearly considerable for a developing economy, and on the other hand, the characteristics inherent to sugar cane production do not make this a key factor for agricultural and social development.

The preferential system of the Sugar Protocol, in force for ACP States since 1975, date of the first Lomé agreement, has had non-negligible consequences for these countries. Most certainly positive in certain cases, but also negative in others, and in particular because of the dependency brought about in economic and social development of the State. Therefore, it can be said that the Sugar Protocol has had mixed results for the ACP States.

In the traditional “sugar islands” (Jamaica, Trinidad & Tobago, Barbados, St. Kitts & Nevis and Fiji), successive preferential agreements have certainly allowed export income that the world market would not have made possible. However, on the other hand, these agreements have shut the economy of these States into a sector that monopolises a major share of both the land and labour force, and they currently face considerable problems of competition from major exporting countries. Therefore, they are currently tremendously vulnerable to the erosion of these preferences; moreover, the economic and social repercussions of the restructuring required both now and in the future, could prove difficult to overcome. This also explains their defensive position (and that of development aid NGOs) for keeping, or indeed expanding these preferences that were deemed necessary, although insufficient, for their development.
The creation of integrated sugar complexes that are export oriented in some LDC (Sudan, Mozambique, Malawi and Ethiopia) introduced a comparable dependency. However, the facts demonstrate that exporting primary commodities is not a development factor. Over fifty developing countries depend, to a level of 20%, on a maximum of three agricultural commodities for their export income. In the LDC group, there is a close link between the incidence of extreme poverty and the level of dependency on exports of primary products: 69% of the population in the LDC group that export commodities other than fuel, lived on less than one dollar per day during the period 1997-1999 (this percentage was 63% for the period 1981-1983). The problem of the LDC is not so much their degree of integration into the world economy, but more the form of this integration, of which current methods do not encourage either sustained economic growth or poverty reduction. In fact, for many of the LDC, trade links and foreign finance are entirely part of the poverty spiral. The actual unstable prices of primary products (and sugar is a perfect example of this) have not ceased to decrease. Between 1970 and 2000, export prices of agricultural commodities such as sugar, cotton, cocoa, or coffee fell by 30% to 60% (in constant dollars).

As well as these tangible risks, the specific characteristics of sugar cane that differentiate it from other tropical export crops (such as cotton, bananas or palm tree oil for example), can be added. There is a long history of slavery, exploitation, hunger and poverty behind sugar cane. It is difficult to find an example of a nation where sugar cane farming was at the origin of any real economic development, either historically or from current situations (apart from the Mauritius exception). On the contrary, we can talk about a “sugar trap” for nations tempted by a single crop economy with sugar cane farming. Nevertheless, to start with, sugar cane offers many advantages: it is a real factory - it processes solar energy into sugar, it produces energy and it requires a large labour force, thus creating many jobs. However, these positive aspects also have negative sides, exacerbated by the development of integrated plantations within sugar complexes. Africa and Brazil are good examples of this. 

Within a context of intensive single crop farming within integrated and irrigated sugar complexes, sugar cane farming in developing countries does not offer any agronomic or economic interest that might enable them to really define themselves as “sustainable”. The sugar industry is a heavy industry, with high capital intensity and, in these countries, is based on imported technology. The size of planned investment is considerable. Sugar cane is essentially grown and managed on a complex of irrigated plantations of several tens of thousands of hectares, with all the difficulties and consequences related to this, to the detriment of family farms (this is the case in Sudan, Mozambique, and Tanzania). Rural community development is limited. Although the social dimension of these complexes cannot be denied (except in the case of Brazil where there are numerous examples with regard to working conditions getting out of hand), the “pockets of prosperity” created in this way in these regions, which are often under developed, do not presume in any way a larger scale development. Sustainable development of sugar cane farming also requires demanding farming methods. The question is to ascertain whether such methods will be put into practice by the LDC group, where the creation and expansion of complexes will be subjected to strong pressures of profitability within a climate where environmental and social preoccupations will not be priorities.

The matter of an alternative to the use of such resources for the States involved, both in terms of land and labour, certainly remains and deserves to be studied. However, this analysis demonstrates that development of sugar cane for export has never been, is not and probably never will be a forceful development incentive for the LDCs.

Within this framework, what role can the EU play? The challenge of the WTO trade talks, in the same way as those at EU level, regarding the future of the COM Sugar, is to manage to reconcile both trade development as well as a sustainable sugar industry in developing countries and in Europe. However, sugar cane farming for export by Southern hemisphere countries does not generally promote balanced development in these countries. In addition, the systems of preferences, such as market liberalisation, have their limits.

Completely opening up access to the EU Sugar Market will not profit European producers and even less developing countries. The only country to benefit from this will be Brazil, but the repercussions on its industry, in particular social consequences, will not be wholly positive. If it is necessary to maintain a regulated and reorganized supply on the EU sugar market (by way of reallocating production quotas to take into account the competitiveness of each member country) and to reduce domestic prices, within the overall logic of the CAP reform, it is also necessary to regulate access to the EU market by LDC imports.

The origin of the Sugar Protocol, linking Europe and the ACP group, is the debt contracted by Europe with regard to the former single crop sugar cane farms. One way of repaying this debt in full would probably be to help certain “sugar islands” (Barbados, Trinidad and Tobago, Jamaica) to move away from sugar. As far as the others are concerned (Mauritius, Guyana), this historic basis could justify maintaining preferential agreements today, even if these turn out to be traps and do not easily fit into the framework of international negotiations. 

However, there are no such historic fundamentals for expanding the EBA initiative for LDC sugar towards import quotas at attractive price levels. These countries founded their sugar cane production on integrated sugar cane complexes that did not encourage the family holdings that are so essential to development. Responsibility of Northern hemisphere countries in the development of Southern hemisphere countries creates new partnerships, but these must not work against their objective: that of sustainable development in Southern hemisphere countries. The EBA initiative must take place within such a framework and its potential repercussions should be measured in the light of this objective.

Sugar therefore remains an “exemplary case” of the hopes and illusions of Southern hemisphere country development. Nevertheless, for the past two centuries, as demonstrated once more by the unfortunate tale of Haiti, it has had a very “bitter” taste.
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