The Common Agricultural Policy – Sugar 

It appears that some new reforms to the Sugar Protection of the CAP are about to be announced.

The reforms would aim to cut the link between production and subsidies, a similar approach to the one the EU has taken to reforming other subsidies to farmers. 

The level of farm subsidies provided by the EU Common Agricultural Policy - or CAP - is central to the ongoing bitter budget row that last surfaced at a recent summit of European leaders. 

Minimum price 

The forthcoming reforms are needed to bring the EU in line with global trade rules.

European sugar beet farmers may go out of business  

In mid-2004, the World Trade Organisation upheld a complaint from Brazil, Thailand and Australia that EU sugar subsidies were unfair. 

The price of sugar in Europe is three times that of the world market. 

That is because European farmers are guaranteed a minimum amount for their sugar beet, and firms that process the beet are guaranteed a minimum price for white sugar. 

The subsidies have long been criticised by poor countries and aid agencies as unfair to growers in the developing world, and now the European Commission agrees that the continent's sugar sector is unsustainable in the longer term. 

It says the current system will attract more imports, as well as threatening to harm the competitive parts of the industry. 

Reform plans 

The Commission is proposing huge changes. 

The guaranteed prices for growers and processing firms will be slashed by up to 42% over a three-year period. 

Farmers and firms that can no longer make money from sugar production will be offered compensation to leave the industry. 

But the impact on some EU member nations will be severe. 

The BBC has seen an internal Commission report assessing the outcome. It says that in Ireland, Greece, Italy and Portugal "sugar production is likely to be drastically reduced or even phased out". 

In other countries including Denmark, Finland and Spain, sugar production is likely to fall to significantly lower levels. 

But in more efficient producing countries - including the UK, France and Germany - it is likely that overall production will be broadly unchanged. 

'Wipe-out' 

Sugar has been grown in Ireland for 80 years and the country has about 3,700 sugar beet farms. 

Developing countries are angry at EU sugar subsidies 

Jim O'Regan, national chairman of the sugar beet section of the Irish Farmer's Association, believes livelihoods are now under threat. 

"It's the wipe-out of the industry" if the reform goes ahead, he says. 

He wants Brussels to scale back the price cut and fully compensate farmers for any loss of income. 

Those developing countries with long standing traditional links to European markets have similar concerns. 

The Africa, Caribbean and Pacific (ACP) grouping of countries say the reforms will have a devastating impact upon many economies. 

In Guyana, for example, sugar production provides 17% of the economy, and employs about 35,000 people. 

The ACP countries - which include many former European colonies - will still have access to European markets. 

But they will face lower prices in Europe. The EU plans to announce an assistance programme to help them adjust. 

'Essential' 

But the reforms are needed for the EU to meet global trade rules. 

This reform could mean that some European countries no longer export sugar at all. 

But Michael Mann, the EU's Agriculture Spokesman, says that the sugar regime is an anachronism. 

"If we sat around and did nothing it would lead to the slow death of the European sugar industry," he says. 

We have to act now and we have to act decisively, to cut prices and cut surplus production. Only in that way have we got a competitive future for EU sugar-growers." 

How big are the sugar subsidies? 

European sugar beet farmers currently get about 1.7bn euros a year from the European Commission, a sum which maintains the EU price for sugar at about three times the world market price. 

Although the system encourages overproduction, it also awards export subsidies to keep the excess off the European market so as to keep the prices high. 

And the EU also imposes high import tariffs on most countries wanting to sell their own sugar into the EU. 

The system was introduced in 1968 to insure self-sufficiency and give farmers a fair income, and has changed little since. 

A few countries, however, have been awarded preferential access and their imports are paid for at the inflated EU price. 

That doesn't seem very fair. 

The World Trade Organization certainly thinks so. 

European beets have been protected from other countries' cane sugar 

On 28 April, it’s Appellate Body - its highest court - ruled in favour of a complaint levelled by Brazil, Thailand and Australia that the EU's system was unfair. 

The three, who are among the world's biggest cane-sugar exporters, had already won an initial case in 2004, which the EU appealed. 

Aid and trade pressure groups, too, have long been unhappy with the EU system. 

They charge that developing countries find their sugar barred from the EU, while heavily-subsidised European sugar exports can price them out of their own home markets. 

What is the EU proposing? 

The European Commission - the 25-strong executive of the EU - agreed on 22 June to slash the main subsidised price for white sugar by 39%, and the price for sugar beets by 42%, within two years of 2006-7. 

Quotas would also be cut, although they would remain in place till 2014-15. 

By doing so, it says imports from developing countries will increase. 

At the same time, it acknowledges that the plan - which still needs to be negotiated by agriculture ministers - could wipe out sugar beet production in several countries, notably Greece, Ireland, Portugal and Italy. 

It is offering to buy back production quotas over four years for those who want to get out of the industry. 

Doesn't that sound rather familiar? 

Big producers such as Brazil stand to gain from the EU reforms 

The Commission did propose a more limited set of reforms, offering a 34% price cut and a quota reduction, last year. 

But the WTO case has forced it to revise its plans. 

It is now hoping that ministers will sign off by November, allowing the new subsidies to come in during 2006/7. 

So is everyone happy? 

No. 

Pressure groups dismiss the EU's claim that its reforms will benefit developing countries, pointing out that reductions in tariffs will be more than offset by a sharp fall in the guaranteed price offered. 

The Africa, Caribbean and Pacific (ACP) grouping of countries have benefited from price support in the past and say the reforms will have a devastating impact upon many economies. 

Pressure groups argue that big producers and sugar processing companies will benefit most, rather than poor country farmers. 

Likely compensation of about 40m euros is inadequate, they say; producers in poor countries are dependent on the EU guaranteed prices since Europe's export subsidies depress the world market price, and need more time to adjust.

