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Dear Mr Brown,





Reform of the EU Sugar Regime





Thank you for inviting the Sugar Traders Association of the United Kingdom (“STAUK”) to present its views on the Commission’s proposals to reform the sugar regime.  Our Association met on 19th October 2000 to discuss the proposals and has adopted the following common position representing the views of our membership.





Everything But Arms (EBA):  We are concerned that the effects of EBA proposal on the EU sugar markets has not been properly examined and therefore we would like to take this opportunity to offer a brief analysis.





The sugar trade is motivated to move sugar from A to B almost solely by differences between the prices in the two markets, of course.  The effect of EBA on the EU sugar market would thus be a matter of the configuration of prices (a) in the local LDC market, (b) the price of imported sugar into the LDC market [e.g. from Brazil or South Africa] and (c) the price on the EU sugar market. 





These price differentials, and hence LDC supplies, would be highly volatile, and decisions would be taken by sugar LDC industries (often single desk marketing boards but increasingly private traders) on a case-by-case basis (e.g. cargo by cargo, container by container).





Faced with this potential for volatility, it's difficult to forecast the quantity of LDC sugar likely to reach the EU market, but an estimate of between two and five million tonnes per annum within two to five years seems reasonable.  This estimate of 2-5m tonnes within 2-5 years does not include sugar contained in processed products, production of which would take longer to to develop in the LDCs, but which could achieve an equally significant volume.  As the EU sugar market is presently in balance, each tonne of LDC sugar (in the natural state or in products) would displace a tonne of EU sugar production and consequently EU jobs.  Initially, the displacement  of EU sugar would be into intervention, with clear implications for the EU budget FEOGA.





Given the existence of the safeguard clause and the volatility of prices, these LDC supplies would be rather chaotic, adding to the volatility of the EU sugar market both in terms of prices and availability of supplies (recall the UK sugar market in the mid-1970s!).





Duration of the EU sugar regime:  We are concerned that the proposed duration of two years is not long enough to enable the sugar industry to adapt should the Commission propose more radical changes in a year or two’s time.  Should changes to the regime in future be quite radical, all parts of the industry, including the substantial investments undertaken by Members of our Association in infrastructure for sugar distribution and export, will need time to adapt to new circumstances.  The alternative could in extremis be a substantial disruption in sugar distribution and exports.





Storage costs equalization scheme:  Our Association is very concerned that this aspect of the Commission’s proposal could lead to substantial distortion of the domestic and international markets for sugar.  Our major concerns are the following





We are concerned that the proposal could disrupt the delicate balance between beet and cane producing interests.





We are concerned that the proposal will lead to a disruption of the weekly tender for export refunds, particularly in view of the implications to the theoretical calculation.





We are concerned that should the proposal be adopted, or perhaps look as if it might be adopted if the Council decision is late, a huge quantity of “C” sugar – 1.7m tonnes – could be forced onto the residual world market rather than carried forward as currently foreseen.





Simplification:  We welcome the proposal to simplify the legislation governing the regime; in truth the regime is a simple one, but the current organization of legislation makes it appear otherwise.  However, we are concerned that the Commission proposes that certain Council decisions should be taken by Management Committee procedure.





Studies:  We welcome the proposal to undertake studies on the sugar markets, but in view of recent experience, we are concerned that the studies may not be completely impartial.  We would be concerned if an academic organization with little or no experience of the sugar trade and, typically, a predilication towards naïve idealism was to undertake the studies, just as anyone would be concerned if it was given to a sugar producer or consumer to undertake the studies. 





Once again, thank you for the opportunity to briefly share our views concerning the future of the sugar regime with you.  We remain at your disposal to expand on any aspect of our views and, if necessary, to meet with you and your team to exchange views.





Yours sincerely,














Julian Price


