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THE CHANGING WORLD OF SUGAR

2006 REFORM – THE START  
OF THE PROCESS
The first round of changes moved 
the EU sugar market from surplus to 
structural deficit with the aim of providing 
increased access for exports from the 
world’s least developed countries (LDCs) 
and the Africa, Caribbean and Pacific 
(ACP) countries associated with the 
EU. By reducing support prices for both 
sugar and sugar beet, the changes also 
sought to increase competition amongst 
EU producers. To facilitate the process, 
a self-financing restructuring scheme  
was introduced to encourage high cost 
businesses to rationalise and to reduce 
surplus capacity. When the structural 
changes were complete, however, the 

EU market experienced major price shifts 
the like of which had not been anticipated. 
First, the reduction in EU production and 
exports reduced sugar availability on a 
global scale as non-EU countries were 
unable to increase production to fill the 
gap. World prices subsequently rose to 
30-year highs reducing the attractiveness 
of sales to the EU and hence, supplies 
for the EU market. The Commission  
then applied exceptional measures in  
an attempt to fill the EU supply deficit  
and check price increases.

However, the level of bids for additional 
supplies meant that EU prices did not 
reduce as much as expected. As a result, 
the exceptional measures were extended 
even when supplies had been restored  
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European Farm Ministers  
have agreed to the final 
abolition of the system of EU 
sugar production quotas from 
1 October 2017 and many 
commentators have described 
the situation that will likely 
prevail thereafter. The 
consequences of these 
changes can, to some extent, 
be informed by what happened 
during the last round of 
regulatory changes.
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to more normal levels, then resulting  
in over-supply in the EU. Following four  
years of global surpluses coupled, more 
recently, with the dramatic weakening  
of the Brazilian real against the US dollar, 
world sugar prices weakened substantially 
and EU sugar prices plummeted to the 
levels that we see today.

All suppliers to the European market have 
been affected by these changes including 
beet growers, processors, preferential 
exporting countries and refiners. Across 
the industry substantial restructuring  
and investment programmes have been 
implemented to improve efficiency  
and meet these challenges.

So what then of the 2017 changes?

AFTER 2017 – ‘A SUBSTANTIALLY 
DEREGULATED SECTOR’
The final round of changes to the 
EU sugar regime in 2017 will abandon 
production quotas, remove minimum 
beet prices and abolish the artificial 
distinction between sugar sold for food  
and industrial applications in the EU. 
Furthermore, World Trade Organization 
(WTO) export constraints will no longer 
be applicable to European producers 
following the abolition of quotas.

In short, the EU sugar market will become 
more volatile. However, it should be noted  
that WTO-governed import duties for 
non-preferential sugars into the EU 
will remain in place. Sugar companies  
will be free to increase production, and  
so too will starch producers be able to 
increase production of caloric sweeteners, 
further increasing EU supplies.

When world market prices are high,  
EU sugar can be exported and when  
low, supply will exceed demand. As a 
consequence, sugar prices in the EU are 
likely to move more in line with world 
prices than has previously been the case.

In such a dynamic market, increased 
pressure will be placed on the 
competitiveness of the total EU sugar 
supply chain. Growers, processors, 
haulage companies and other key 
stakeholders will need to ensure the 
competitiveness of their component 
offerings in order to maintain the ability 
of the sugar industry as a whole 
to compete.

EU sugar price (€/t)  
July 2010–2015

World sugar price (cents/Ib)  
Sept 2010 – Sept 2015

2015 sugar production by region
1 Illovo 38% 
2 China 12% 
3 Spain 16% 
4 UK 34%

In such a scenario a number of key 
features are likely:

Beet sugar processors
• suppliers to the European market 

will need to further improve their 
efficiency and competitiveness. 
This will include energy efficiency, 
process technology and co-product 
development. Well-targeted and 
effective investments will be key;

• with inflation in other major world 
market suppliers outstripping that  
in the EU, we have already seen EU  
beet sugar producers improve their 
position in world league tables for  
cost of production. With the exception  
of distortions generated by movements 
in currency exchange rates, such as 
we are currently seeing between 
the Brazilian real and the US dollar,  
it is anticipated that this trend will 
be maintained;

Beet growers
• continuing growth in beet sugar 

productivity will be essential to 
support these changes. This has 
already led to EU white sugar yields, 
expressed on a per-hectare basis, 
exceeding those of Brazil;

• the relative profitability of alternative 
crops will become even more of a 
key determinant of production scale 
in the EU, as growers look to 
maximise total farm profitability;

Raw sugar refiners
• EU refiners may need to take a more 

opportunistic view of refining, for 
example, by focusing on periods 
where world sugar prices are 
sufficiently below EU prices to 
generate attractive returns; and

Global trade
• global trade flows will adjust to 

accommodate EU exports and sales 
into regions outside Europe, some 
of which may be new markets.

The above analysis leads us to expect  
that the EU will experience significant 
turbulence through the years of transition, 
during which we will likely see some 
further consolidation of the industry.  
We believe that, with continued emphasis 
on total supply chain efficiency, and access 
to global markets, the long-term future  
for the EU sugar industry, and the UK 
industry in particular, can remain strong.
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Sugar production

4.3 million tonnes




