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1 INTRODUCTION

1.1 CONTEXT OF THE EVALUATION AND OBJECTIVE

In November 2005, the Council reached agreement on a wide-ranging reform of the common
market organisation for sugar. This reform brought the sugar regime, which had remained largely
unchanged for almost 40 years, in line with the rest of the reformed Common Agricultural Policy.
The reform has been operational since 1 July 2006, starting with a four-year transition period.

The objective of the evaluation is to conduct the ex post evaluation of the effects of the 2006 sugar
CMO reform. The previous evaluation had been undertaken in 2000.

The evaluation examines the effects of the measures applied after the reform at different stages of
the supply chain (farming sector, manufacturers and refiners). It assesses measures in terms of’

- Effectiveness, defined as the extent to which objectives pursued are achieved

- Efficiency, defined as the best relationship between resources employed and results
achieved, in pursuing a given objective through an intervention

- Relevance, defined as the extent to which the intervention’s objectives are pertinent to the
needs, problems and issues of the sugar sector

- Coherence, defined as the extent to which the intervention does not contradict other
interventions with similar objectives.

The evaluation also takes into account unintended effects and deadweight effects of the measures.

The analysis of the effect of the reform on end-users and the issue of price transmission along the
supply chain were excluded from the scope of this revaluation. A specific study on price
transmission, conducted by the Commission, is foreseen in the near future.

1.2 DELIMITATION OF THE EVALUATION

The instruments covered by the evaluation are defined in the following regulations:

= Council Regulation n°318/2006 (later integrated into Council Regulation n°1234/2007):

= Council Regulation n°320/2006 (sugar restructuring scheme):

= Direct payment schemes under Council Regulation n°1782/2003 (replaced by Council
Regulation n°73/2009), as far as they are used by the beneficiaries in the sugar sector

The evaluation covers the 27 Member States of the EU, but focuses on 6 of them, namely FI, FR,
DE, IT, PL and UK.

The evaluation deals with the effects of the measures implemented in July 2006. But in order to
highlight the transitional effects, the post-reform results (2006 - 2010) are compared to a pre-
reform period (most often 2001-2005).

The field of analysis in the evaluation is restricted to products covered by the Sugar CMO as
defined in the EC regulation 318/2006. This includes distinct categories of sugar products based on
the different technical processes: white sugars, raw sugars, isoglucose and inulin syrup.
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1.3 OVERALL APPROACH TO THE EVALUATION

The report is structured in three parts:

= A theoretical analysis of the measures studied, as of other measures applied to the sugar
sector to define intervention logic of the measures and formulae the assumptions on the
different subjects of the evaluation questions.

= Descriptive chapters which provides back ground elements over the period since 2001

= The answer to the 12 evaluation questions, by analysing the necessary data, establishing a
sound judgement and drawing conclusions.

At the level of each Question, the answer is based on the crossing of different approaches:

= The theoretical analysis used for formulating the hypothesis of impact of the measures.

= A quantitative empirical assessment based on standard descriptive statistical approaches to
database available (Eurostat, FADN, CEFS, etc).

= A qualitative empirical analysis of information collected in the bibliography and from
operators and/or managing authorities in charge of the measures. This participative
approach is needed for properly interpreting the quantitative results and identifying
external factors. In this evaluation, it was implemented during the Case Studies.

1.4 EVALUATION TOOLS AND LIMITS

The evaluation was conducted between December 2010 and November 2011. The consultants
located in six Member States (FR, IT, DE, FI, UK and PL) undertook, in each of these countries as
well as PT and BE, face to face interviews with the authorities in charge of the sector, the
European/national/local representatives bodies of growers, machinery contractors and the
processing sector, with a large sample of sugar, refining and isoglucose companies, and with 60
beet growers.

The information collected via operator interviews is necessary for get a good understanding of
drivers and operators logic of action. Besides this qualitative data, the evaluation relies on
bibliographical research and quantitative analysis of several data bases:

= Databases on Eurostat: Farm structure survey (FSS), annual agricultural information and

Comext;
= DG Agri data on sugar price monitoring, budget expenditures, etc.;
= FADN data;

= Private information: CEFS and CIBE data, as data communicated by the manufacturers
themselves (especially on the restructuring plans);

= Data from the Member States on the regulation implementation, especially on the
restructuring scheme; data from national or local statistics.

The main limitations are:

= Some data are considered very sensitive by operators and have not, or partially, been made
available. This includes information concerning the costs of production; sugar companies’
restructuring plan, refiners’ business plan and national report on the restructuring fund;
= The use of FADN data was limited:
0 the latest data available covered 2008 (2007 for IT), which is too short to analyze
the final impact of the reform at farm level,;
O As beets represent less than 1/3 of the farms areas, an approach based on cropping
systems was applied. Very specific samples were built and results cannot be
extrapolated.
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2 EMPIRICAL ANALYSIS

2.1 CAP MEASURES APPLIED TO THE SUGAR SECTOR

The Sugar CMO was set up in 1968. Since then several adjustments have been adopted, in response
to regular EU enlargement, but until 2006 they never affected its main instruments. The first major
reform of the CMO was adopted in 2006 (Council Regulation (EC) 318/2006). This section
presents the specific instruments applied to the sugar sector, the change of their role and
importance.

2.1.1 SUGAR CMO BEFORE THE 2006 REFORM

Before 2006, the Sugar CMO (Council Regulation (EC) 1260/2001) mainly intended to ensure a
fair income to Community growers (producing raw material processed into sugar) and to ensure
self-supply of the Community market. These objectives were met by means of strong protection of
the Community market via high custom duties. The sugar producers (processing the agricultural
raw material into sugar) in turn committed themselves to produce at a level close to the Community
needs. The Community production was thus strictly restrained by quotas. An intervention system
protected the price from market disruption, but it was seldom applied. The cost of exporting quota
sugar (difference between the world market and community prices) was financed by export refunds
through levies on sugar manufacturers credited to the Community budget. Out-of-quota production
had to be exported at the world market prices but without benefiting from export refunds —
otherwise it was either submitted to high levies or considered as quota production of the next
campaign.

This policy resulted in a higher price level in the Community market that had to be borne by the
EU consumers. This high price level enabled the growers and the manufacturers to finance the
budgetary expenditure of the CMO.

2.1.2 THE 2006 REFORM OF THE CAP MEASURES APPLIED TO SUGAR

2.1.2.1 Objectives and principles

Several reasons led to reform of the Sugar CMO in 2006 (CEC, 2003):

= Firstly, greater coherence between the sugar policy and the new CAP framework set in
2003 was to be ensured.

= Secondly, the EU import concessions awarded, in 2001, to the Least Developed Countries
(LDC) through the Everything But Arms initiative (EBA): these agreements progressively
opened the EU market to imports from LDC with no duties. Given the high sugar price at
the EU level, this was expected to generate substantial import flows, and the EU sugar
market and producing sector could have faced imbalance and severe disruption.

= Lastly, at the WTO level, export subsidy commitments of the EU resulting from the
Uruguay Round in 2005, as interpreted following the outcome of the legal actions against
the EU sugar regime (see Box 1) as well as the on-going negotiations under the Doha
Development Agenda.
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In this context, the main objectives of the reform were:

= to bring the Community system of sugar production and trading in line with the
international requirements, in reducing EU subsidised exports;

= to stabilise the market in the new international context, via a decrease in the EU domestic
price that prevents massive import flows, and to reduce EU production under quota;

= to ensure future competitiveness of the sugar sector (both at agricultural and industrial
levels) via a deep restructuring of the sector;

= to guarantee supply of EU markets for consumers and sugar end-using industries at a
reasonable price;

= to ensure a fair standard of living for the agricultural communities within the sugar sector;

= and to avoid potential negative social and environmental impacts of the reform.

The reform sought to meet these main objectives by means of:

= a profound revision of the market management tools

= arestructuring scheme based on a self-financing mechanism (see below), encouraging non-
viable sugar producers to renounce their quotas and financing measures avoiding negative
social and environmental impacts

= the compensation of the effects of the reform on the farm income with a decoupled
payment.

The reform was implemented in two steps: a transition period was set between 2006 and 2010,
during which the sugar reference prices were reduced. This was to be followed by a consolidation
period: most measures regulating the EU sugar market® were established until marketing year
2014/15 inclusive.

During the first two years of the scheme, much less quota was renounced than expected. The
restructuring scheme was then modified to make it more attractive (Regulation (EC) 1261/2007, to
be applied in 2008/2009) and reach the production reduction target of 6 million tonnes. These
modifications of the reform are presented along the different chapters and referred to as the “reform
of the reform”.

Box 1: The WTO ruling (European Court of Auditors, 2010) (EC, 2005)

As a result of the Uruguay Round of WTO negotiations, the European Community committed itself to reduce export
subsidies by 36% and subsidised quantities by 21% over an implementation period, 1995-2000. In its schedule of
concessions, the EU considered that its out-of-quota sugar exports are not subsidised and calculated its reference
subsidised exports net of its imports, thus estimated in the last year of the implementation period at 1.277 million tonnes.
After the enlargement of the EU in 1995 by AT, FI and SE this commitment was consolidated to include the
commitments of the new Member States. EU-15 sugar export subsidies commitment was consolidated at 1.273 million
tonnes. Following the enlargement of May 2004, the EU-25 sugar export subsidies commitment is estimated at 1.374
million tonnes. EU-27 sugar export subsidies commitments are yet to be assessed.

In 2002, the major sugar exporters Australia, Brazil and Thailand requested the WTO to re-examine the export subsidies
provided by the EC in the framework of its sugar CMO. As a result, the Appellate Body concluded that C sugar was
cross-subsidised and had to be integrated into the subsidised export limit, together with the exports in quantities
corresponding to ACP imports. As a result, the EU exceeded its export subsidy reduction commitments and was found
in breach of the WTO Agreement on Agriculture. It had to further decrease its subsidised exports. This decrease was
included in the 2006 CMO, and 2006/2007 was the first year to be fully subject to the new export limits.

Following the ruling by the Panel, the WTO limit for subsidised sugar exports is 1.374 million tonnes. The EU may
allow exports of out-of-quota sugar in excess of this WTO commitment provided the EU can demonstrate that these
exports are not subsidised. (Please see 2.1.2.2.3 exports section)

2 reference price, minimum beet price, quota, production charge, carry forward, private storage and withdrawal schemes
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2.1.2.2 The new Sugar CMO

Today the sector is regulated by the measures established in the 2006 sugar CMO (Council
Regulation n°318/2006, integrated on 1 October 2008, in the Unique CMO Council Regulation
n°1234/2007%).

2.1.2.2.1 Market management instruments

Following the reform, the importance of the market management tools was reduced. In particular,
the intervention system (Art. 11, Art. 13 and Art.18) was maintained only up through the
2009/2010, at a very low level (the value of the intervention price in a particular marketing year
was set at 80% of the sugar reference price of the following marketing year).

However, several market instruments were defined (or maintained) in order to stabilize the sugar
market balance and insure that market prices stay above a reference price. These instruments
include:

Price management instruments

To the reach the main objectives of the reform, the EU sugar prices were diminished gradually to
get closer to the world price. The reference prices were cut by 36 percent in two steps (2008/09 and
2009/10). The minimum price for quota sugar beet was also gradually reduced over the 4 years of
the reform (cf. Table 1).

The contractual obligation between the sugar producers and the sugar beet growers was maintained.
A price monitoring system was introduced for the proper operation of the market management
instruments.

Table 1: Reference prices and minimum price to growers (in €/t)

2006/07 2007/08 2008/09 2009/10 to 2014/15
Reference price for white sugar ) 631.9 . 631.9 o 5420 404.4
Reference price for raw sugar ) 496.8 ) 496.8 ) 448.8 3352
Minimum price to growers per tonne of beet 32.86 29.78 27.83 26.29

Source: EC Regulation

Quota system: quota and out-of-quota sugar management

The quota system has been maintained until the end of the 2014/2015 marketing year, but with
major changes:
= A and B quotas were merged into a single quota.
= The overall quota was not decreased (Art.56), but it was expected to decrease via voluntary
quota renunciation by the sugar producers. This was to be the outcome of both the sugar
reference price decrease and the restructuring scheme (described below). Although
Member States with high sugar production costs would have preferred a linear quota
reduction, the voluntary quota renunciation was the option chosen because it was expected
to improve the competitiveness of the sector.
= The voluntary quota renunciation was also supposed to be boosted by a potential
compulsory and linear cut in the quota to be applied in 2010 if the quota renounced was too
low to meet a market balance (Art.59.2.). The calculation of the final quota cut was
introduced in 2007 (“reform of the reform™). Its level was to be adjusted to national quota
renunciation levels. Neither in Regulations 318/2006 nor 320/2006 (temporary
restructuring scheme) does a quantitative objective for quota reduction appear. However,
estimations of the quota decrease needed to reach a production level that would preserve
market balance were made, and the goal was set at 6 million tonnes.

3 All articles will refer to this regulation unless indicated differently
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= In order to ensure a smooth changeover, additional quotas (Art.8 of Council Regulation
(EC) n°318/2006) were made available to any sugar undertaking by 30 September 2007,
against a levy of 730 €/t and under a limit set for each Member State (1 100 000 tonnes at
the EU level for sugar distributed among Member States mostly according to a grid
favouring competitive regions, i.e. linked to C sugar production). Additional quotas were to
give the opportunity for the most efficient producers to increase their production quota.

= The production in excess of quota is submitted to a dissuasive surplus amount (Art. 64) of
500 €/t if it is not:

0 Sold for industrial uses (Art.62). Industrial use is the transformation of isoglucose,
inulin syrup or sugar into products such as alcohol, bioethanol, live yeast, or
certain chemical or pharmaceutical products. The list of authorized outlets has
been increased compared to before the reform, and this should expand the outlets
of out-of-sugar in the Community internal market and avoid penalising the sugar
producers of out-of-quota production, which are supposed to be efficient sugar
producers.

0 Exported within quantitative limits in accordance with the international trade
commitments, by December 31 of the following marketing year, under an export
licence and without export refund,

0 Carried forward (Art. 63), i.e. stored by the sugar producers and included in the
quota production of the next campaign.

0 Used for the specific supply regime for the outermost regions by 31 December of
the following marketing year.

=  From 2007/2008, a production charge (Art.51) replaced the former levies. The production
charge is levied on the quota held by undertakings during each marketing year. It amounts
12 €/t for sugar and inulin syrup and 6 €/t for isoglucose. Sugar and inulin syrup
undertakings may require growers or chicory suppliers to bear up to 50% of the production

charge concerned. The amount levied is credited to the Community budget to contribute

to preserve budget neutrality of the reform throughout the whole period of Multiannual

Financial Framework (MFF) 2007-2013: decrease in the market expenditures, increase in
the direct aid, decrease in the production levy and increase in the production charge were
cumulated together in order to arrive at budget neutrality over 2007-2013.

= Member States keep the possibility to transfer quotas from one undertaking to another
under certain conditions (Art.60). The aim of this measure was to improve the new shaping
of the industry, but it has not been used by the Member States during restructuring phase
(before 2010).

At the end of 2009/10, the result of the scheme was a cumulated reduction of 5.8 million tonnes in
the EU quota. The Commission announced that the expected results of the restructuring process
were met; therefore the compulsory quota cut was not applied in 2010.

For inulin syrups, the quotas were voluntarily renounced by the inulin manufacturers in 2006/07
(first year of the restructuring operation).

For isoglucose, which selling price is dependent on the sugar market price, the reform could
greatly modify the market equilibrium between sugar and isoglucose, as the price of isoglucose raw
material (wheat and maize) is not concerned by the reform. To counterbalance these effects,
additional quotas have been allocated to the current beneficiaries of isoglucose quotas. The EU
quota was increased with an additional quota by 100 000 tonnes a year during the first three
marketing years of the reform (so the total available additional quota reached 300 000 tonnes). It
did not concern BG and RO, which benefited from an increase of 11 045 t and 1 966 t respectively
in each of the marketing years 2007/08 and 2008/09. The quotas were allocated to plants in
proportion to their previous quota.
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In IT, LT and SE, operators were allowed to request a supplementary isoglucose quota against a
payment of 730 Euros €/t, but no such request was made.

Other supply management instruments that include:

Withdrawal (Art. 52): beyond a certain production level and given the import volumes,
the European Commission may decide that part of the production under quotas is
“withdrawn” from the market. Two types of withdrawal are possible. The first was defined
in 2006: the withdrawal is defined as percentage of the quota production and is determined
by 31 October. The quantities withdrawn are to be stored by the sugar manufacturers at
their own costs. The withdrawn sugar is to be treated as the first quantities produced under
quota the following marketing year, or, under certain conditions, considered as surplus
sugar available to become industrial raw material, or temporary quota production available
to be exported. The second type of withdrawal is the possibility of preventive withdrawal.
The decision is then taken by 16 March, before beets are planted. Preventive withdrawal
was decided by the Council in 2006 for the first campaign following the reform to help the
reform process (945426 tonnes at EU level). After that, preventive withdrawal was
established as a standard market instruments. It was applied once in 2007/08
(1 400 143 tonnes).

A measure that finances voluntary private storage (Art. 31 and Art. 32) when the
Community price decreases. Aid for private storage can be granted to quota holders when
the price falls under a trigger level set at a very low level®. This measure was never applied
up to 2010.

A disturbance clause’ (Art. 187) allowing the Commission to take the necessary measures
respecting the Community international commitments, in case of disturbance or threat of
disturbance of certain markets. This clause was activated twice in March 2011 for sugar, in
order to improve the availability of supply in the Union sugar market: (1) it set zero
€/tonne as the surplus levy on 500 000 tonnes of sugar and 26 000 tonnes of isoglucose®,
(2) import duties were suspended on 300 000 tonnes of raw or refined sugar for a six
month period’. It was activated again in June®, to allow an additional 200 000 tonnes
imports at zero import duty between July 1. and September 30™. A second measure will
allow the submission of applications for further sugar imports at reduced import duties via
import tenders.

Import arrangements (see below).

2.1.2.2.2 Production refunds

Although — under this new CMO — the domestic price should decrease and access to the industrial
sugar should be easier, EU sugar end-users may not have access to industrial sugar at equivalent
conditions to those on the world market. Production refunds were therefore maintained, but since
the reform they have not been used.

2.1.2.2.3 Import and export arrangements

Import

* It can be applied either at Community level when the Community prices fall below 85% of the reference price and are likely to remain
at this level for two months, or at Member State level when the local market price would possibly fall below 80% of the reference price.
* This clause covers the following sectors: cereals, rice, sugar and milk and milk products

® Commission regulation 222/2011

7 Commission regulation 302/2011

¥ Commission regulation 589/2011
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The import duties were maintained at the level applied before the reform (419 €/t for white sugar

and 339 €/t for raw sugar). The Commission can also set additional duties under specific
circumstances as defined in the management of imports article (Art. 141). .

Due to this high duty level, imports are made only from countries within preferential agreements
with lower or no duties (Art. 144). These agreements existed before the 2006 reform, but major
changes were introduced as an outcome of the WTO requirement and are described in Box 1.

In 2009 the access conditions to the EU market were:

= For LDC within the Everything but Arms Initiative (Council Regulation 732/2008 for the
period from 1 January 2009 to 31 December 2011): quota free (since 1 October 2009) and
duty free access
=  For ACP countries which were not LDC and which had initialled an Economic Partnership
agreement (EPA): duty free within a limit up to 2014/15
= Other agreements defined reduced tariff quotas with India, western Balkan countries and
some countries that were traditional trading partners of new Member States (quota CXL)
= For the rest of the world, MFN import duties were applied.
Besides, in order to ensure that end-using industries can obtain sugar supply at terms comparable to
the ones prevailing on the world market, the Commission has the possibility to allow duty-free
imports of sugar and isoglucose for industrial uses (Art. 142). It was used by the Commission on
at a level of 200 000 tonnes in 2006/2007 and 400 000 tonnes from 2008/09 onward. The level to
which these quotas were used is presented in the table below.

Table 2: Industrial import quota available and allocated (t)

Quota available Allocated
2006/2007 200 000 20 194
2007/2008 0 0
2008/2009 400 000 179 474
2009/2010 400 000 7 860
2010/2011 (ongoing) 400 000 2 144

Source: DG Agri

The traditional supply need of sugar for refining (Art. 153) existing before the reform was
maintained during the first three years of the reform, in order to ensure correct provisioning of full-
time refiners. Full-time refiners were guaranteed duty free access to raw sugar up to the limit of
2 324 735 tonnes.

Finally, Art.141 lies down that imports made at a price lower than the trigger price communicated
to the World Trade Organisation may be subject to an additional import duty.

Exports

According to the new CMO, out-of-quota sugar can be exported within the quantitative limits to be
established by the Commission in accordance with EU's export subsidy commitments under WTO
law as interpreted in the WTO ruling (maximum 1374 million tonnes, unless exceptional
conditions occur). These limits were set as follow:

Table 3: Export quota for out-of-quota sugar and isoglucose, 2007/08-2009/10 (t)

Marketing years Sugar export quota Isoglucose export quota
2006/2007
2007/2008
2008/2009 950 000 50 000
2009/2010 1350 000 + 500 000** 50 000
2010/2011 1350 000 (March 2011) 50 000

* from 1% August to 30™ September **Commission regulation 94/2010
Source: EC regulation

In February 2010, the Commission allowed additional 500 000 tonnes of out-of-quota sugar
exports. The situation on the world market at that time was exceptional because of world
production lower than consumption, which gave rise to a price increase, while the EU harvest was
very good. An in-depth analysis of these exceptional economic conditions at the time, and in

8
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particular the evolution of production costs and market prices, showed that the out-of-quota sugar
exports could not be considered subsidised. Therefore it was possible to fix an additional
quantitative limit in respect of marketing year 2009/10. The possibility to grant refunds on exports
to third countries in order to cover the difference between world market prices and Community
prices was not abolished (Art. 162 and 164). However, from September 25, 2008, they were
suspended and therefore are no longer available’.*

? See Commission Regulation 947/2008 and 948/2008 respectively
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Box 2: EU preferential agreements10

The fixed import duty deters non preferential imports. Nevertheless, several special trade agreements have been signed
between the EU and some countries or groups of countries to allow preferential access. These agreements have changed, especially
after WTO disputes.

The Sugar Protocol: since 1975, the EU held a preferential market-access arrangement for sugar with 20 ACP™ countries. The
Sugar Protocol (SP) providing for these preferences (originally annexed to the Lomé Agreement signed in 1975 and in 2000 attached
to the Cotonou Agreement) guaranteed ACP signatories duty-free access for their exports of sugar to the EU market within limits of
quotas amounting to a total of 1.3 million tonnes. These guaranteed quantities were paid at least the EU reference price for raw
sugar. The arrangement was not affected by the 2006 reform but had to be reviewed to comply with World Trade Organization
(WTO) rules. In 2007, in Council Decision 2007/627/EC, the EC formally notified the Sugar Protocol signatories that the Protocol was
to be ended from 1 October 2009. From this date, exports of sugar to the EU from former SP countries are made under three possible
import regimes:

- The European Partnership Agreement (EPA) regime for signatories who are not LDC (see below);

= The EBA Initiative for LDC (see below).

. The normal regime under EU Generalised System of Preferences (GSP): exports of sugar to the EU under the GSP regime
are submitted to the payment of an import duty of 339 €/t of raw sugar. On top of this regular tariff, an additional duty
may be applied under a special safeguard clause whose amount depends on the level of the world market price.

Special Preferential Sugar was established in 1995 and included in the CMO in 2001. If refineries could not source sufficient
quantities via the Sugar Protocol, a tariff quota at zero duty for raw cane sugar for refining originating from the ACP Sugar Protocol
States and India. They were paid at least 85% of the Sugar Protocol import prices.

Economic Partnership Agreements (EPAs) take the form of free trade agreements (FTAs) between the EU and seven ACP
geographical regions (CARIFORUM, Pacific, Western Africa, Central Africa, Eastern African Community, Eastern and Southern Africa,
Southern Africa Regional Development Community). EPAs are asymmetrical agreements: the EU grants duty free quota access to the
products originating in ACP countries (with a transition period for sugar) while ACPs offer progressive liberalisation of trade and can
exclude products from liberalisation. Negotiations of the EPAs were due to be completed by late December 2007. The first
comprehensive EPA was signed in October 2008 with the CARIFORUM (Caribbean Forum of ACP States), and interim agreements have
been initialled and/or signed with the six other regions. As far as sugar is concerned, exports to the EU under the EPA regime became
duty-free and quota-free from 1 October 2009, but during a transitional period, which extends from the marketing year 2009/10 to
2014/15, duty-free access from ACP non LDC countries may be suspended when two conditions are met simultaneously:

. Imports originating from ACP states that are not LDCs exceed a given threshold of 1.6 million tonnes;
. Imports originating from all ACP countries, LDCs included, exceed 3.5 million tonnes.

Until September 2012, in order to benefit from the EPA import regime, and therefore escape payment of the import duty,
importers must purchase sugar at a price not lower that 90% of the sugar reference price on a CIF basis (i.e. 301.68 €/t).

“Everything but arms” (EBA) Initiative: this was adopted on 26 February 2001 by the EU's General Affairs Council as an
amendment to the EU’s GSP and came into force on 5 March 2001. It grants quota-free duty-free access to the EU market to all
products, except arms, produced in LDCs. However, during a transitional period, quotas were maintained under the EBA for three
sensitive products including sugar. Quotas on exports of sugar under the EBA increased by 15% yearly until 1 October 2009, when
they were fully removed

Until September 2012, as for EPA, under the EBA import regime, importers must purchase sugar at a price not lower than 90%
of the sugar reference price on a CIF basis.

The agreement with India. An agreement similar to the Sugar Protocol existed between the EU and India for a quota of 10 000
tonnes. It was included in the CXL concession sugar.

CXL Concession sugar: adopted in 1995, it concerned the traditional trading partners of the New Member States. It grants a
reduced tariff (98 €/t) on limited quantities for raw sugar imported mostly from Brazil and Cuba and since 2009 duty-free access for
10 000 t of raw sugar from India.

From 2009 it also includes quantities resulting from compensatory adjustments following the accession of BG and RO to the EU.

‘Balkans’ initiative: The 'Balkans Initiative': adopted in 2000, initially granted duty and quota free access to the EU market for
nearly all agricultural products, including sugar, originating from the Western Balkans. Later however tariff quotas were introduced
for the eligible sugar products originating in Croatia, Serbia, Albania, Bosnia and Herzegovina and the former Yugoslav Republic of
Macedonia.

2.1.2.3 The temporary scheme for the restructuring of the sugar industry
in the Community

' Based on ADE (2009) and EU regulations
" Barbados, Belize, Cote d'Ivoire, F iji, Guyana, Mauritius, India, Jamaica, Kenya, Madagascar, Malawi, Uganda, Democratic Republic
of the Congo, Saint Kitts and Nevis, Surinam, Swaziland, Tanzania, Trinidad and Tobago, Zambia, Zimbabwe
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The previous CMO maintained production throughout the Community, even in areas not well
suited to growing sugar beet or in high-cost sugar factories. A deep restructuring of the sector was
expected along with the reform, as a result of, one the one hand, the price cut that should first affect
the high-cost factories, and, on the other, of a restructuring scheme (defined in Council Regulation
(EC) 320/20006) that gave financial incentives for leaving the sector to sugar firms and growers that
would not be viable under the new market conditions. However, in 2007, due to the low level of the
overall EU quota renunciation achieved, a set of measures was adopted hereafter entitled the
“reform of the reform” in order to increase attractiveness of the scheme.

Financing the restructuring fund

The scheme was financed via a levy on quotas held by operators: during the first three marketing
years of the reform, the sugar manufacturers had indeed to pay a temporary restructuring amount
per tonne of quota to finance the restructuring fund (Art. 11). This was possible due to the fact that
the sugar reference price did not decrease during the first two marketing years after the reform
(2006/07 and 2007/08) while the beet minimum price decreased from the year one. Isoglucose
producers were also contributors and beneficiaries of the fund. Only refiners did not contribute to
the fund.

Table 4: Temporary restructuring amount (€/t of quota held) and reference price net of restructuring amount

2009/10 to
2006/07 2007/08 2008/09 2014/15
Temporary restructuring amount (€/t of quota held) for sugar 126.4 173.8 113.3
Reference price net of restructuring amount 506 458 429 404
Minimum price to growers per tonne of beet 32.86 29.78 27.83 26.29
Temporary restructuring amount (€/t of quota held) for isoglucose 63.2 86.9 56.65

Source: EC regulation

Four types of measures of the restructuring fund

Four types of measures were financed by this restructuring fund:

= Restructuring aid to sugar producers who renounced quotas (Art. 8 to Art. 49): during the
first four years of the reform, sugar producers who gave up their quotas were eligible for
aid, ranging from 255 €/t for companies that gave up part of their quota to 730 €/t for those
that gave up part of their quota and fully dismantle their production facilities. These
amounts were reduced in two steps starting from 2008/09, by about 15% for each time to
encourage quick restructuring. The fund amounted to a total of 6.2 billion Euros.

Table S: Restructuring aid (€/tonne of quota renounced)

% of quota renounced: Unconditionally Partial dismantling Full dismantling
2006/07 255.5 547.5 730
2007/08 255.5 547.5 730
2008/09 218.75 468.75 635
2009/10 182 390 520

Source: EC regulation

At least 10% of this aid had to be transferred to sugar beet growers and machinery
contractors affected by quota renunciations. This level of transfer was to be decided at
Member State level. The fact that this percentage was not clearly set was considered to be
one of the reasons explaining the limited progress of the reform after the two first years of
implementation. In 2007, “the reform of the reform” set this percentage at 10%. In
addition, during this revision of the reform:

0 Sugar beet growers were given a greater role in the restructuring. Starting from
2008/09 all sugar beet growers could apply directly to the restructuring fund. In
order not to destabilise sugar undertakings, the quotas reduction generated by this
so-called “growers’ initiatives” was limited to 10% of the quota allocated to each

11
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sugar producer. If a manufacturer renounced a larger quantity than that of the
growers, it “took over” the growers’ initiative.

0 To encourage growers to renounce their delivery rights, a top-up payment of
237.5 €/t of sugar was granted to them for the 2008/2009 and 2009/2010
campaigns (if the application was submitted by 31 January 2008). This aid also
applied retroactively to growers who took part in the scheme in the previous
campaigns.

0 A further incentive for the manufacturers to reduce their quotas was introduced; the
companies that decided to give up part of their quota in 2008/09 at least equal to
the 2007/2008 withdrawal percentage (i.e. 13.5% in Member States where quota
reduction had not passed 50% at that time) were exempted from paying the full
restructuring amount to be paid for 2007/2008 for the withdrawn quantities.

= Diversification and additional diversification aid (Art. 6 and 7 of EC n°320/2006) aimed
at encouraging the development of alternatives in regions affected by the restructuring of
the sugar sector. The additional diversification aid increased the level of the diversification
aid when the regions renounced more than 50% of their quotas.

The aid for diversification was granted on the basis of national restructuring programmes
set by the Member States. The aid amount depended on the marketing year for which the
quota was renounced and the percentage of quota renounced in the Member State.

Table 6: Aid for diversification (€/tonne)

Basic diversification aid Additional aid for diversification
% of quota renounced: Less than 50% Over 50% Over 75% 100%
2006/07 109.5 164.25 191.62 219.00
2007/08 109.5 164.25 191.62 219.00
2008/09 93.80 140.70 164.15 187.60
2009/10 78.00 117.00 136.50 156.00

Source: EC regulation EC

The measures supported in this framework should either correspond to measures envisaged
under Axis 1 and Axis 3 of the Rural Development Regulation or be in conformity with the
criteria set out in Article 87(3) of the Treaty. This article refers to aids granted by States.
Article 87(3) refers to what aid is “compatible with the common market:

(a) aid to promote the economic development of areas where the standard of living is
abnormally low or where there is serious underemployment;

(b) aid to promote the execution of an important project of common European interest or to
remedy a serious disturbance in the economy of a Member State;

(c) aid to facilitate the development of certain economic activities or of certain economic
areas, where such aid does not adversely affect trading conditions to an extent contrary to
the common interest;

(d) aid to promote culture and heritage conservation where such aid does not affect trading
conditions and competition in the Community to an extent that is contrary to the common
interest;

(e) such other categories of aid as may be specified by decision of the Council acting by a
qualified majority on a proposal from the Commission.”

= Transitional aid to full-time refiners: this aimed at allowing “them to adapt to the
restructuring of the sugar industry in the Community” (Art.8 of Council Regulation (EC)
n°320/2006). The aid was granted on the basis of a business plan approved by the Member
State. An amount of 150 million Euros was available for the total of the four years
following the reform. This amount was divided among Member States as described in the

table below.
Table 7: Ceiling for the transitional aid to full-time refiners (million €)
UK PT FI FR SI
94.3 24.4 5 24.8 1.5
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Source: EC regulation

= Transitional aid to AT and SE (Art.9 of Council Regulation (EC) n°320/2006). An
envelope of 9 and 5 million Euros respectively was made available for these two Member
States. In AT, the aid was intended for investments in collection centres of sugar beet and
other logistical infrastructure needed as a consequence of restructuring. In SE it was for the
direct or indirect benefit of sugar beet growers in Gotland and Oland giving up sugar
production.

2.1.2.4 Direct payments

2.1.2.4.1 Integration of the sugar component into the Single Payment Scheme

As a consequence of reduced market support, income support for farmers is increased through the
Single Payment Scheme (SPS), defined in Council Regulation (EC) 1782/2003. Council Regulation
(EC) 319/2006 modified the Regulation 1782/2003 to include the sugar beet, cane and chicory
payments component.

Single Payment Scheme

Sugar beet, cane and chicory growers have access to the single payment scheme if they have
benefited from market support in a representative period, to be determined by Member States.

The calculation of the reference amount was also to be determined by Member States on the basis
of objective and non-discriminatory criteria'’.

At the national level, amounts coming from the sugar sector were included in the national SPS
ceilings. Each Member State determines the payment entitlements linked to the sugar reform,
according to the criteria used for the reference amount.

There are three SPS models to calculate and allot the payment entitlements, and the integration of
the sugar component depends on the model chosen:
= Under the historical model, Member States set the value of the entitlement on the basis of
an individual reference for each farmer.
= Under the regional model, Member States define regions, and the value of the payments is
established for each region. In each region, the payment entitlements for each farm have
the same value.
= Under the hybrid model, the payment may comprise both components. The hybrid model is
either static (it does not evolve) or dynamic (the proportion of the payment calculated using
the historical and the regional models changes over time).

In New Member States: SAPS and the Separate sugar payment

In new Member States applying SAPS, beet growers receive a single area payment and possible
Complementary National Direct Payments. As in the old Member States, the national ceilings
for decoupled payments were increased in order to take account of the sugar component.

The new Member States applying SAPS may decide:

= to integrate completely the “sugar component” in the SAPS: the beet growers benefiting
then from the SAPS and CNDPs (when applied)

= to integrate part or the totality of the sugar component into a separate sugar payment
which is a decoupled support granted to sugar beet growers (Article 143a and b of council
regulation (EC) 1782/2003). The percentage of the sugar integrated in the separate sugar

2 such as: the quantities of sugar beet, cane or chicory covered by delivery contracts concluded in accordance with EC regulation; the
quantities of sugar or inulin syrup produced in accordance with the CMO; or the average number of hectares under sugar beet, cane or
chicory used for the production of sugar or inulin syrup and covered by delivery contracts
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payment can be modified annually by 31 March. Since 2006, seven Member States have
already used this possibility (PL, CZ, BG, RO, LT, SK and LV).

-Set-aside payment and energy-crops aid

Sugar beet qualified for set-aside payments, when cultivated as a non-food crop up to the CAP
Health Check (i.e. 2007). It also qualified for the energy crop aid of € 45/ha provided under the
2003 CAP when cultivated for bioethanol production. This increases the outlets for production out
of the quota.

2.1.2.4.2 Transitional community aid for beet growers

In regions that reduced their quota by at least 50% community aid shall be granted to sugar beet
growers. This aid aims at buffering the effects of the restructuring process.

The aid shall be granted for a maximum of five consecutive years from the marketing year in which
the threshold of 50% has been reached, but no later than for the marketing year 2013/2014.

2.1.2.4.3 State aid (art. 36)

According to Preamble (35) of the 2006 CMO, in Member States with a significant reduction of
sugar quota, sugar beet producers will face particularly severe adaptation problems. In such cases,
the transitional Community aid to sugar beet growers will not suffice to fully address the beet
growers' difficulties.

Therefore Member States which reduce their sugar quota by more than 50% may grant temporary
State aid during the period for which the transitional aid for beet growers is being paid. Special
provisions are provided for, in the regulation, for IT: the support shall not exceed a total of EUR 11
per marketing year per tonne of sugar beet to be granted to sugar beet growers and for the
transport of sugar beet?

FI (without being submitted to the condition of 50% quota renunciation level) may grant aid up to
350 €/ha per marketing year to sugar beet growers because of its particular geographical and
climatic conditions.
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2.2 IMPLEMENTATION OF THE CAP MEASURES IN THE MEMBER
STATES

2.2.1 RENUNCIATION AND ADDITIONAL PRODUCTION QUOTA

The sugar quotas established in the regulation have been modified as follows. Data presented in the
tables below take into account additional quotas and quota renunciations.

Table 8: Sugar quota by Member States (tonnes of white sugar equivalent) and changes since the reform (%)

Total renunciation L. .
Phase 1 Phase 2 2005/06-2009/10 Renunciation | Renunciation
Total phase 1 phase2
Quotas for additional | Without | Taking int
2005/06* Quotas for | Quotas for | Quotas for | Quotas for Y ithou axing into taking into taking into
2006/07 | 2007/08 | 2008/09 | 2009/10 | duotas |considering|accountadd.| ..o ntadd. | account add.
add quotas quotas
After additional quotas and abandonment quotas quotas
) @) &) ) ) (©) (5-(1+6))/ (1+6) G-1)/1 [3-1)/1] [(5-3)/5]

FR' 3768 991 4120 686 | 4 120 686 3437031 3437031 351 695 -17% -9% 9% -17%
DE 3416 896 3 655456 | 3655456 2898 256 | 2898 256 238 560 -21% -15% 7% -21%
UK 1138 627 1221474 | 1221474 1056 474 1056 474 82 847 -14% -7% 7% -14%
NL 864 560 876 560 931435 804 888 804 888 66 875 -14% -7% 8% -14%
BE 819 812 862 077 882 301 676 235 676 235 62 489 -23% -18% 8% -23%
ES 996 961 903 843 887 164 630 586 498 480 0 -50% -50% -11% -44%
E-15 IT 1557 443 778 706 753 846 508 379 508 379 0 -67% -67% -52% -33%
DK 420 746 420 746 452 466 372 383 372383 31720 -18% -11% 8% -18%
SE 368 262 325700 343422 293 186 293 186 17722 -24% -20% -7% -15%
AT 387 326 405 812 405 812 351027 351027 18 486 -14% -9% 5% -14%
EL 317502 317502 158 702 158 702 158 702 0 -50% -50% -50% 0%
FI 146 087 146 087 90 000 80999 80999 0 -45% -45% -38% -10%
PT? 79 671 44 453 24 953 9953 9953 0 -88% -88% -69% -60%

IE 199 260 0 0 0 0 0 -100% -100% -100%
PL 1671 926 1771389 | 1772477 1405 608 1405 608 100 551 -21% -16% 6% -21%
CZ 454 862 469 299 372 459 372 459 372459 20070 -22% -18% -18% 0%
SK 207 432 210 164 145 904 112 320 112 320 8 605 -48% -46% -30% -23%
New RO 109 164 104 689 104 689 0 -4% -4%
MS HU 401 684 406 684 298 591 105 420 105 420 5000 -74% -74% -26% -65%
LT 103 010 103 010 111010 90 252 90 252 8 000 -19% -12% 8% -19%

LV 66 505 66 505 0 0 0 0 -100% -100% -100%

SI 52973 52973 0 0 0 0 -100% -100% -100%
BG 4752 0 0 0 -100% -100%
EU-15 14482145 | 14079102 |13 927717 11278100 |11 145994 870 394 -27% -23% -4% -20%
EU-25 17440537 [ 17159126 |16 628 157 13364 158 (13232052 | 1012620 -28% -24% -5% -20%
EU-27 16 742 073 13468 847 13336741 | 1012620 -25% -20%

!French overseas departments included
% As from 2008/09, sugar production is realized exclusively in the autonomous community of Azores
*as set in regulation 318/2006 of February 2006
** For RO, BG and EU-27, % of renunciation calculated from 2007/08 to 2009/10
Source: DG Agri and regulation

Table 9: Sugar quota renunciation at EU level (tonnes)
[ 2006/07 [ 2007/08 [ 20082009 | 2009-10 [ TOTAL ]
[ 1148 896 [ 676103 [ 32713206 ] 132 106 | 5230331 |
Source: DG Agri

According to quota changes, Member States can be classified into three groups:

= Group 1: Member States where quota were reduced by 100% in phase 1 (IE, LV, SI,
BG). They were among the smallest producers of sugar.

=  Group 2: Member States where quotas decreased in phase 1 or both phases 1 and 2
(ES, SE, F1, SK, HU, CZ and GR).

=  Group 3: Member States where quotas increased in phase 1 and decreased in phase 2.
Most of them belong to the “sugar belt” where beet agricultural yields are the highest (FR,
DE, UK, NL, PL, BE, DK, AT, LT).
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During the first two years of the reform (phase 1, before the reform of the reform), only 1.8 million
tonnes of quotas were renounced at the EU-25 level (by ES, IT, SE, EL, FI, PT, IE, CZ, SK, HU,
LV and SI). After the reform of the reform (phase 2), all Member States did contribute to the quota
decrease, and additional 3.4 million tonnes were renounced.

Table 10: Isoglucose quota by Member State (tonnes of dry matter)

Quotas Quotas Total % of
for Q;(;)(;zjof;)r Q;OO(::?OIZ;)I' for Q; (;)(;;?1%" additional | renunciation*
2005/06 2008/09 quotas
After additional quotas and abandonment
(2-(1+3))
@ 2) 3) [(1+3)*
FR 19 846 23 755 0 0 0 7818 -100%
DE 35389 42 360 49 330 56 638 56 638 21249 0%
UK 27237 32 602 37967 43592 0 16 355 -100%
NL 9099 10 891 12 684 0 0 5464 -100%
EU-15 BE 71592 85 694 99 796 114 580 114 580 42 988 0%
ES 82 579 98 845 110 111 123 423 53810 48 844 -59%
IT 20302 24301 28 300 32493 32493 12 191 0%
EL 12 893 15433 17973 0 0 7743 -100%
FI 11872 14210 16 548 0 0 7128 -100%
PT 9917 11 870 13 823 12 500 12 500 5954 -21%
PL 26 781 32 056 37331 42 861 42 861 16 080 0%
New SK 42 547 50928 59 308 68 095 68 095 25 548 0%
MS RO 13913 15 879 0 3932 -100%
HU 137 627 164 736 191 845 220 266 220 266 82 639 0%
BG 78 153 89 198 89 198 22 090 -11%
EU-15 300 726 359961 386 532 383226 270 021 175733 -43%
EU -25 507 681 607 680 675016 714 448 601243 299 999 -26%
EU -27 767 082 819 525 690 441 326 021 -37%

Quotas mentioned in these regulations take into account the additional quotas (Art 9.1 and 9.2 of Reg. 318/2006) and abandonment
quotas (Reg. 320/2006) occurring each marketing year. * For RO, BG and EU-27, % of renunciation calculated from 2007/08 to 2009/10

Source: DG Agri and regulation

The EU-15 total level of isoglucose quota renunciation is relatively higher than the sugar one.
Isoglucose production was totally abandoned in FR, UK, NL, EL, FI and RO. Inulin quotas
(320 718 tonnes) were abandoned in the first year of the reform, in all three producing Member

States.

" Calculation: 16 628 157 — (17 440 537 + 1 012 620) = -1 824 99

Error! Style not defined. Error! Style not defined.
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2.2.2 BUDGETARY EXPENDITURE

In the first part, we present budgetary expenditure for the market measures in the sugar sector. In
the second part, we focus on the restructuring fund. Expenditures are presented per budget year'*.

2.2.2.1 EU market measures expenditure

Table 11: Expenditure breakdown for EU-15, EU-25 and EU-27 (million €)

EU-15 EU-25 EU-27
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Export refunds for sugar and isoglucose 1008 | 1168 | 1021 988 | 1081 | 1117 509 501 179 10
Production refunds for chemical industry 134 157 200 239 270 215 24 0 0 0
Refunds on non-Annex 1 products (sugar) n.av.| n.av.| nav. 137 141 124 88 96 60 17
Reimbursement of storage costs 281 17 0 0 0 0 -87 -27 -32 0
Adjustment aid for the refining industry 59 40 36 37 40 34 5| n.ap.| nap.| n.ap.
Measures for the disposal of raw sugar 16 14 20 20 29 20 4 0 0 0
Other -1 0 0 -6 232 134 0 1 0 0
Total EU 1497 | 1396 | 1277 1408] 1793 | 1645 543 572 | 208 27

For 2006 onwards, discrepancies with the total for chapter 020502 as presented in the Annexes accompanying the 3rd financial report
from the Commission to the European Parliament and the Council are due to the addition of refunds on non annex 1 products (sugar).

2010 expenditure is not yet definitive as the financial report for the EAGF has not yet been adopted by the Commission
Source: DG Agri

Before the reform, the total market measure expenditure was stable, at around 1 500 million Euros
a year. With the change in market measures, especially the phasing out of the refund system, the
amount of subsidies specific to sugar disappeared (in the table, the remaining expenditure for sugar
market measures - 27 million Euros - are only residual payments for export refund applied
previously).

Before the reform, export refunds for sugar and isoglucose were the main market expenditure item:
it represented 71% of the sum of expenditure over 2001-2006. They were suspended at the end of
2008; therefore this expenditure is gradually disappearing. Refunds on non-annex 1 products
related to sugar have also been highly reduced since 2007. Production refunds that represented 13%
of the expenditure over the period 2001-2006 have not been used since the reform. The adjustment
aid for the refiners importing and refining preferential sugar represented a small percentage of the
total market measure expenditure (3%) before the reform. It no longer exists.

2.2.2.2 Market measure expenditure per Member State

Table 12: Total expenditure of the sugar scheme for some Member State and EU (million €)

2001 2002 2003 2004 2005 2006 | 2007 2008 2009 2010
FR 357 412 373 282 364 209 131 112 42 3
BE 281 236 205 254 254 224 78 115 43 9
DE 237 179 164 205 269 121 65 55 23 1
GB 187 178 184 239 230 273 79 16 25 1
IT 143 118 155 63 69 193 -28 17 -17 12
DK 86 74 52 87 97 66 49 52 16 0
ES 62 48 24 63 53 75 1 0 1 0
EU-15 1497 1396 1277 1408 1609 1435 474 472 183 27
EU-25 1793 1645 543 579 213 28
EU-27 543 572 208 27

Source: DG Agri

' The financial year for the EAGF lasts from 16 October until 15 October of the following year.
17
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Sugar producers located in FR, UK, DE and BE have been the main users of the support scheme.
These four Member States represented 65% of the expenditure over 2001-2010. The first three are
the main EU producers (without taking into account PL), and BE is a large exporting Member State
(through its port installations).

2.2.2.3 Community aid for beet growers

Table 13: Expenditure of the transitional Community aid by Member State (million €)

2007 2008 2009 2010 %
2434 e 20% |

Sum
243

777777777 18 1% |
........................ 00 00 00} = 22 = 2%
........................ 252 229  slef 1190  100% |

% of total by year 21% 19% 43% 100%

Source: DG Agri

The timing of allocation of this aid is coherent with the pace of each member States quota

renunciation.

2.2.2.4 Budgetary expenditure of the restructuring fund

Breakdown of the fund by measure

The restructuring fund has been financed through temporary restructuring amounts paid by the
sugar producers. The payment of the levy was facilitated for sugar producers who chose to stay in
the sector because the reform planned for the reference price to be reduced two years after the
sugar beet minimum price first reduction. Therefore, during the first two years of the reform, and
after as well, the manufacturers had an extra margin to finance the restructuring fund (cf. Chapter
2.1.2.3). The total assigned revenue collected by the fund amounted 6 228 million €.

The next table presents the breakdown of the expenditure of the restructuring fund. The execution
of the fund is not completely finished; some payments are still expected for 2011 and 2012 for the
diversification and additional diversification measures. The fund will cease to exist in September
2012.

Table 14: Expenditure breakdown by restructuring measure from 2007 to 2010, EU-27 (million € and %)

million € Y%
2007 2008 2009 2010 Sum| 2007 2008 2009 2010 Sum
399 788 2961 154 4302 72 61 98 1 83%
nap. 428 3 _nap 431 33 0 8%
132 16 nap_ _nap 147 24 1 ~ 3%|
21 23 2 60 105 4 2 0 60 2%
0 26 47 115 188 0 2 2 37 4%
0 4 4 2 10 0 0 0 2 0%
Total EU-27 551 1284 3018 330 5184 11% 25% 58% 6% 100%

*Retroactive payments were granted to sugar manufacturers that benefitted from the restructuring aid in the first two years of the reform
to compensate for the difference in amounts they would have received if they had abandoned their quotas under the conditions
applicable in the 2008/2009 marketing year.

Source: DG Agri

The main measure has been, by far, the restructuring aid (83% of the total restructuring fund has
been dedicated to the restructuring aid and 8% to retroactive payments). Most of these payments
were made during the first three years of the reform, whereas the diversification measures are
financed mainly starting as from 2010.
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Indeed, the restructuring aid for every application period was paid in two instalments: 40% in June
of the marketing year for which the quota are renounced, and 60% in February of the following
marketing year. Therefore the payments were made partly the marketing year of the quota
renunciation and partly the following marketing year. Then, high restructuring aid payments in
2008 correspond to the quota renounced in 2006/07 and 2007/08, and high payments in 2009 to
quota renunciation in 2007/08 and 2008/09 (cf. Table 8 and Table 9).

Breakdown of the fund by Member State
Figure 1: Restructuring fund expenditure breakdown by Member State from 2007 to 2010 (million € and %)

200720082009 2010 Sum %
1200 i 27 s 226 76| 1055 20%
1000 + DE 0 0 660 27 688 3%
500 L FR 18 43 57518 654 13%
1E 45 107 178 4 334 6%

600 19— — B ES 27 69 230 134 460 9%
400 + — — — PL o o0 287 8 295 6%
gl H H IFE MM HU 0 a6 214 G020 5%
1E 9 150 1 0 229 4%

0 UK 2 0 14 23 256 5%

o NL 18 B 16 5 182 3%

SFEF @ <O\3%&O®“"\ Others 46 301 388 25 760 15%
EU-15 | 551 1088 2330 300 | 4260 2%

EU-27 | 551 1284 3018 330 | 5183 100%

Source: DG Agri

46% of the total EU expenditure for the restructuring measures were made in three Member States:
IT (20%), DE and FR (13% each one). The expenditures in BE, ES, PL, HU, IE, UK and NL
represented between 4% and 9% each. In the other Member States, the expenditures represented
3% (for EL) or less of the restructuring fund expenditure.

Before the financial year 2008, the majority of the restructuring fund was allocated to operators
settled in IT, IE and UK. In IT and IE, the majority of the restructuring fund was used for
restructuring aid, whereas in the UK, the majority of the support was used for transitional aid for
full-time refiners.

In 2009 (with the “second phase” of the reform), the restructuring fund was used in all Member
States.
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2.3 OVERVIEW ON THE WORLD MARKET

2.3.1

SWEETENER PRODUCTS AND MARKET

CMO sugar products are traded on the sweetener market, which includes sweeteners that are not

covered by the Sugar CMO. Figure 2 illustrates the organisation of the sweetener supply chain.

Cereals

Figure 2: Sweetener supply chains
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2.3.2  WORLD SUGAR MARKET BALANCE
Table 15: World sugar balance (in 000 tonnes, raw sugar equivalent)

2001/02  2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010/11
Production 137174 148473 142276 140320 150404 166297 166277 150643 157994 166958
Consumption 135500 141853 143745 147702 153425 156857 159654 160978 162619 166179
Surplus/deficit 1674 6 620 -1 469 -7382 -3 021 9 440 6623 -10335 -4 625 779
Import demand 43363 45178 45231 47994 48692 48897 48295 48144 53776 50422
Export availability 43876 45198 45136 48465 49208 48810 48517 47877 54236 51287
End Stock 61913 68513 67139 59286 55424 64951 71352 61284 56199 56159
Ratio stock/consumption 0.46 0.48 0.47 0.40 0.36 0.41 0.45 0.38 0.35 0.34

World sugar production

Source: International Sugar Organisation (2009)

World sugar production has developed significantly, driven by growing consumption. Sugar
production grew by around 17% from 2001/02 to 2009/10 (2.1% per year). This growth is due to
cane sugar development. Beet sugar production has remained relatively steady up to 2006 and
thereafter decreased. Despite an overall growing trend, world production shows significant
yearly fluctuation mainly due to the Indian production cycle in certain years exacerbated by
climatic conditions. The largest producers are Brazil, India and China. EU-27 covers 10% of
world sugar production in 2009/10, of which 16 million tonnes is obtained from sugar beet

(FAOStat).

Error! Style not defined. Error! Style not defined.
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The USA is the world’s low-cost producer of isoglucose because of the access to maize at world
market prices and large plants which benefit from substantial economies of scale. In contrast,
isoglucose has a limited market share in the EU sugar market (Mitchell, 2004) as a direct outcome
of the quota system.

Furthermore, cane sugar production is 5 times higher than that of beet sugar. The share of beet
sugar dropped from 36% in 1993/94 to 22% in 2009/10 (FO Licht in (CGB, 2011)). The EU is the
world’s leader in beet sugar production, reaching 71% of the world’s production (in 2009/10,
FAO Stat), whereas it produces very little cane sugar.

World sugar consumption

The world consumption of sugar has grown steadily in the past 10 years 2.8% per year (23%
total). This rate is greater than the one of production.

Three factors are considered to be the drivers of world sugar consumption: population
growth, income growth and prices (ISO, 2010). As a result, consumption growth rates across
geographical regions are quite different. Since the late 1990’s, the rate of growth of sugar
consumption has been higher than the population growth rate, this trend only being reversed in
2009 (IS0, 2010).

Figure 3: Development of sugar consumption by geographical regions (million tonnes of raw sugar equivalent), 2002/03-
2009/10
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*EU: EU-15 up to 2003/2004 included, EU-25 from 2004/2005 to 2006/2007 included and EU-27 from 2007/2008 included

Source: ISO, world balance sheet

The group Asia & Oceania is the largest consumer continent with 39% of world consumption in
2009/10 (ISO). Without considering the consumption of other sweeteners, the EU is the second
world sugar consumer, with an average of 19 million tonnes yearly (12%).

World Sugar exports

Although leading sugar-producing countries are also major consumers, sugar is a widely traded
commodity.

Figure 4: Sugar exports (million tonnes of raw sugar equivalent), 2002/03-2009/10
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Sugar exports have followed a growing trend since 2001/02, from 43 to 52 million tonnes,
representing one third of the world sugar production.

The leading exporter of sugar is by far Brazil: in 2009/10, it represented 50% of world sugar
exports. Thailand and Australia follow with 11 and 8% of total sugar exports, respectively. The EU
used to be the second world exporter, with an average of 6.2 million tonnes between 2002/03 and
2005/006. Since the marketing year 2006/07, the community’s sugar exports have plummeted
to a level of 1 million tonnes in 2009/10, representing 2% of world exports'>. A particularity
concerning EU exports is that they are mainly composed of white sugar, whereas the world
exchanges are mainly raw sugar.

World Sugar imports

Up to 2006/07, Russia was the largest importer, with 7% to 11% of total import volumes of sugar.
The EU has always been a significant importer as well, and volume imported steadily increased
between 2003/04 and 2009/10.

Stocks

World sugar production fluctuations result in surplus or deficits which are covered by the existing
stocks. 2003/04 to 2005/06 were campaigns with deficits, as well as 2008/09 and 2009/2010. These
variations in stocks have an impact on the world sugar price.

2.3.3 WORLD SUGAR PRICES

Figure 5: World price of raw and white sugar, 2000-2011 (USD/t)
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Source: for white sugar: Sugar on line; No 5 contract, London White Sugar, nearby future; for raw sugar: USDA (New York Board of
Trade for raw sugar); Contract No. 11 nearby future

Sugar prices are volatile, for various reasons: the low price-demand elasticity, the sugar yield
fluctuation combined with the fact that sugar producers have to make their production decisions
long in advance (especially in the case of sugar cane production, which is a semi-perennial crop).
On top of that, macro-economic factors such as oil price changes have recently affected the demand
for sugar because it has become a raw material for bio-ethanol production.

When the CMO reform was prepared, the context was characterized with quite limited international
price variations. Between 2000 and the end of 2005, raw sugar was exchanged on the international
market at prices ranging from 104 and 309 USD/t and white sugar at prices ranging from 169
USD/t to 332 USD/t.

> DG Agri balance data presented in chapter 2.4.1, Table 16 are different from these ISO data.
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Since 2005, prices have witnessed an increasing trend with very high price peaks: for raw
sugar, 360 USD/t in January 2006 and 706 in January 2011; for white sugar, 387 USD/t in January
2006, 786 in January 2011. The declining stocks and the new demand for sugar for bioethanol
production are the main reasons for this specific context (EC, 2009).

Therefore, the CMO reform was implemented in this very specific context of significant price
fluctuations and an unprecedented high level of world sugar prices.

The figure also illustrates the significant correlation between raw and white sugar prices: white
sugar price has always been slightly higher than raw sugar price.

2.4 DEVELOPMENT OF THE EU SUGAR AND ISOGLUCOSE
MARKETS

24.1 EU MARKET BALANCE FOR SUGAR AND ISOGLUCOSE
The following Figure 6 and Table 16 present the EU sugar and isoglucose balance data.
Figure 6: EU sugar and isoglucose balance sheet, 2002/03 to 2010/11 (million tonnes of white sugar equivalent)
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(15 months) B P

Source: Agrosynergie from DG Agri C5
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Table 16: European sugar and isoglucose balance sheet (thousand tonnes of white sugar equivalent), 2002/03 to 2010/11

EU-15 EU-25 EU-27
2002/03 2003/04 2004/05 2005/06 06/07 (15 months) 2007/08 2008/09 2009/10 10/11 (forecast)
Out of Out of Out of Out of Out of Out of Out of Out of Out of
Quota quota Quota quota Quota quota Quota quota Quota quota Quota quota Quota quota Quota quota Quota quota
AVAILABLE
Beginning stocks 3995 350 3883 963| 5202 723 6223; 1238 5863 2501 2189 1843 1177
Producti0n16 13892, 4187 13965 3320| 17508 3989 16138 5596 16185 2098 15160 3162 13906; 2909 13956, 4663| 14313 2333
Imports 2 449 2503 2746 3046 3957 20| 3205 3432 179 2996 8| 4097 54
as such 1960 1934 2230 2308 3152 2626 2 885 2499 3570
in processed products 489 570 516 738 805 580 547 497 528
TOTAL AVAILABLE 20336; 4537| 20351, 4283 25455 4713| 25407, 6834| 26005 2118 20866, 3162| 19526; 3088 18795, 4671 19588 2387
OUTLET
12 453 13 506 15 874 16 165 20 265 1591 16312 2450 16500: 1947 16500: 1992 16500 1582
Use in EU
of which food market 12 453 13 506 15874 16 165 20265 16 312 16 500 16 500 16 500
of which Industrial use 872 962 710 646 650
of which alcohol/bioethanol 477 1487 1237 1346 932
Exports 4100, 2655 2881 2219 3422) 2449 3573 5843 3178 2| 2366 16| 1183 728 1118, 2115 1217 700
as such 3168 2029 2 600 2 680 1947 1402 254 100 40
in processed products 843 852 821 893 1232 964 928 1018 1177
Final stock 3873 963| 3965 723 6159 1238 5669 165 2561 2189 1843 1177 1870
Carry forward 918 1236 918 826 525 696 413 564 106
Total OUTLETS 20336/ 4537| 20351 4178 25455 4606| 25407 6834 26005 2118 20866/ 3162| 19526, 3088 18795 4671 19588 2 387
Source: Agrosynergie from DG Agri C5
'® Quota production includes fresh quota production and production carried over from previous year
Out-of-quota production includes fresh out-of-quota production minus production volumes carried over to the following year.
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PRODUCTION BY MEMBER STATE

The following tables present production data'’ per Member States of sugar on one hand and
isoglucose on the other.

2.4.2.1 Sugar

Table 17: Total sugar production by Member State (000 tonnes of white sugar equivalent)

Change Change | Sharein
01/02  02/03 03/04 04/05 05/06 06/07 07/08 08/09 09/10 10/11 05/06- 07/08- EU-27 in
10/11 10/11 10/11
FR 4065 4704 4293 4217 4328 4372 4688 4367 4928 4657 8% -1% 29%
DE 3788 3977 3759 4329 4086 3289 3780 3717 4120 3852 -6% 2% 24%
PL 2001 2047 1677 1875 1358 1646 1516 -26% -19% 9%
UK 1297 1359 1383 1359 1263 1124 1080 1192 1320 1261 0% 17% 8%
NL 953 1023 1073 1022 991 913 842 919 974 888 -10% 5% 5%
BE 913 977 1027 995 960 881 815 731 826 753 -22% -8% 5%
ES 1013 1085 1101 1022 1014 1200 763 600 546 541 -47% -29% 3%
IT 1753 1445 954 1149 1567 790 835 508 508 481 -69% -42% 3%
AT 427 453 401 445 499 407 369 417 387 460 -8% 25% 3%
Others 1704 1653 1596 2997 3192 2341 1878 1815 2102 1858 -42% -1% 11%
EU-15 15913 16676 15587 16090 16315 14040 14087 13422 14683 13814 -4% 85%
EU-25 19535 19950 16993 16827 15513 17210 16115 -19% -4%
EU-27 16927 15624 17357 16268 -15% -2%

2.4.2.2 Isoglucose

Source: Agrosynergie based on DG Agri

In the EU, the three largest producers are FR, DE and PL (before as well as after 2006). Together they
represent 60% of the EU-27 production in 2010/11.
All Member States have produced less sugar in 2010/11 than in 2005/06, except FR. In ES, IT, EL, FI,
PT (which keeps producing sugar only in the Azores), SK and HU, 2010/11 production is less than
35% of what it was in 2005/06. IE, LV and SI have completely stopped producing sugar.

Table 18: Usable production of isoglucose by Member State (000 tonnes of isoglucose in dry matter and %)

Change | Change Share

05/06- 07/08- | in EU27

01/02  02/03  03/04 04/05 05/06 06/07 07/08 08/09 09/10 10/11 10/11 10/11 in 10/11

HU 133 128 187 180 210 220 220 72% 22% 32%
BE 72 67 70 72 61 104 86 115 115 115 89% 34% 17%
BG 0 0 51 68 88 89 89 100% 31% 13%
SK 43 39 57 55 56 60 68 74% 24% 10%
DE 35 33 35 35 30 43 43 56 56 57 90% 33% 8%
ES 82 78 82 83 76 116 99 123 54 54 -29% -45% 8%
Others 111 103 110 137 122 193 163 129 85 88 -28% -46% 13%
EU-27 693 777 679 690 100%
EU-25 501 455 689 615 678 590 601 32% 2% 87%
EU-15 300 281 295 299 263 411 347 369 268 270 3% -22% 39%

production of out-of-quota isoglucose (after the reform, it only occurred in 2006/07).

Source: Agrosynergie based on DG Agri

EU isoglucose production is very limited compared to that of sugar: in 2010/11 isoglucose production
is 4% of EU sugar + isoglucose production'® because of quota constraint. There is almost no

Isoglucose production increased previously to the reform because of EU enlargement. Since the
reform, even though supplementary quotas were allocated, production in 2010/11 is close to that of
2006/07.

' Total production as defined in article 5 of regulation 314/2002: production of sugar beet during the campaign + carry forward from the
previous year — carry forward to the next year. We cannot explain the discrepancies between these data and the EU balance.
'8Since isoglucose has the same sweetening power as white sugar, figures are comparable.
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Leading producers of isoglucose are HU, BE, BG, SK, DE and ES. All these producers except ES
have increased their production since 2005/06. Some producers (FR, UK, NL, EL and FI) have
completely stopped producing isoglucose.

2.4.3 EU SUGAR PRICES

The following figure presents the market price of sugar in the EU since the 2006 reform, based on EC
price monitoring data established by Council Regulation n° 318/2006.

Figure 7: Sugar prices in the EU market, 2006-2010 (€/t)
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Source: DG Agri'® and USDA (international price for white sugar)

The EU white sugar price had always been significantly higher than the world white sugar price.
In 2006, when the reform was implemented, it was more than double the world level. The differential
between both prices has tended to shrink and even reverse since the reform because of both the
exceptional rise in the world price starting from 2009, and a steady decrease in the EU sugar price
driven by the two successive drops in the reference price (the EU price fell from 630 €/t in July 2006
to 486 €/t in November 2010).

In the 2009/10 campaign, as a result of the high world price and shortage of imports, the EU sugar
price was significantly higher than the reference price.

The figure also clearly illustrates the segmentation of the EU sugar market, with a significantly
lower price for industrial sugar (which has been a main outlet for out-of-quota production since the
2006 reform).

The industrial sugar price is close to the world price and fluctuates between 260 €/t and 350 €/t. The
recent rise in world price did not lead to a significant increase in the EU industrial sugar price.

! “Industrial sugar’ purchase price is out-of-quota price, declared by yeast and chemical industries
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2.4.4 THE BEET SUGAR SUPPLY CHAIN

2.4.4.1 Organisation of the supply chain

. N 2
Overall organisation®’

The figure below illustrates the way the supply chain is organised.

Figure 8: Simplified organisation scheme of the beet sugar sector in the EU

Agricultural production J 1* transformation J 2" transformation J

Imported
rawcane f--—  — i —i——-- —»> Refiners f ________ .
sugar

|
1
TS
SR -
i qugta r--»  Agrofood sector J‘ Irr\;\?r?ige
w SR l o sugar
\ Bioethanol/alcohol
* e Live yeast
v v ,/ c N Chemical / y > Exported
¢ Outof -y $» Pharmaceutical . white

Machinery | Pulp | Other products \\ quota // sugar
contractors Se__~- /

EU
FLOWS: — Sugar beet

C——> Services —-—» Raw sugar

P Pulp/other by-products -~ --%» White sugar

Source: Agrosynergie based on bibliography and case studies

The EU beet sugar supply chain is characterised by three distinct stages.

At the agricultural stage, almost 255 000 farms produced sugar beets in the EU-27 (Farm structure
survey 2007). Sugar beet areas should ideally be located in the vicinity of the sugar plants in order to
optimize transport costs and avoid the deterioration of beets after harvesting. Growers deliver their
production over 3 to 5 months, between September and January. Agreements within the trade define
relationships between growers and sugar producers. For quota production, growers are tied to sugar
producers by individual contracts (this is a requirement set out in the regulation) that define price and
delivery conditions. For the sugar beets produced outside the quota, there may (or may not) be
contracts too, depending on outlets and plant.

Sugar beet cultivation requires very specific equipment. The majority of growers have not invested in
this equipment but work with service machinery contractors, who carry out activities such as seeding
and harvesting the beets. Some growers have bought this equipment in association with other growers.

At the processing stage, sugar beets are processed by EU sugar producers. In 2010, there were 106
sugar factories owned by 24 sugar companies at the EU-27 level. However, the EU industrial sector is
dominated by five groups: Siidzucker, Tereos, Nordzucker, Pfeifer and Langen, Associated British
Food. They own 70% of the EU sugar factories (Agrosynergie estimation) and have around 71% of the
EU sugar quotas (CGB, 2010). These 5 groups own several subsidiaries in the EU and often outside
the EU. Some of them are linked through joint investment in factories.

% The following description excludes the analysis of the EU cane sugar supply chain since it represented less than 2% of EU sugar
production in 2009/10 (FR Agrimer, 2010), and most of the cane sugar is produced in outermost regions. Most of the cane production is
covered by specific measures, outlined in the chapter on “Other drivers” and was evaluated in the evaluation of the POSEI measures in 2009
(Oréade-Breche, 2009).
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Ten out of the 24 sugar companies are owned fully or partially by sugar beet growers, including 3 of
the 5 largest companies. In terms of factories, 65 out of 106 are partially or totally owned by sugar
beet growers.

Since the reform, some factories have also developed bio-ethanol activities, often in the vicinity of the
beet plant.

The sugar producers are in competition with raw cane sugar refined in the EU. Before the reform, full-
time refiners benefited from specific import conditions related to traditional use. Since the reform,
sugar producers have developed new refining capacities as part of their strategy in the new context.
This refining capacity can either be in the form of independent units or be added to beet processing
plants (known as “concurrent refining”, which aims at processing imported raw cane sugar using the
beet processing facilities outside of the beet season). In addition, since the 2006 reform, end-users may
also import raw cane sugar and have it refined in the EU. White sugar imports had been very limited
until recently and cannot be considered a significant competitor to EU production yet.

With regard to consumption by end users, since the reform sugar has mainly been sold within the EU.
In 2010/2011, exports cover 11% of the EU production (cf. Table 16). On the food market, sugar as
such is sold in packaged form to retailers or in bulk to food industrial users.

Institutional organisation of the beet sugar sector

Operators in the sugar sector have set up unions or associations representing the interests of the
different stakeholders of the supply chain. At the EU level, the main ones are CIBE (Confederation of
European Beet Growers) for beet growers, CEFS (European Committee of Sugar Producers) for sugar
producers and refiners. The ASSUC (Association of sugar traders of the EU) represents sugar trading
companies. CIUS (European Sugar Users Organisation) represents the EU sugar-using food and
beverage industriecs. CEETTAR (European organisation of agricultural and rural contractors)
represents machinery contractors. Finally, a European sugar refiners association was created
recently.

At the Member States level, several national associations of growers and manufacturers have also been
set up.

2.4.4.2 The sugar beet agricultural sector

2.44.2.1 Areas and production regions

Sugar is considered to be strategic production. Historically, there was sugar production in every EU
Member State except Luxemburg. In 2003, it was also spread over all EU-applicant countries (except
EE and MT). We have already mentioned the Member States where production stopped. The map
below shows the current location of beet production, beet processing units and raw cane sugar
refineries. Beet production is concentrated in regions considered the most competitive for sugar
production. These are located in a zone ranging from the UK, FR, BE, NL, DE to PL, generally
referred to as the "beet belt."
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Figure 9: Regions with sugar raw material crops and sugar manufacturers in the EU-27 in 2010
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Source: CEFS, November 2010

Sugar beet area per Member State

Due to an increase in sugar beet yields associated with a quota-limited production, the sugar beet area
has gradually decreased over the last decades (see Figure 10 below). In 20 years, the area halved in the
EU-15, while at the same time the yields grew up 35%. The same trend is observed in the new
Member States.

Figure 10: Long-term trends about sugar beet area (000 ha) and yields (t/ha) in the EU, 1990-2010
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Note: Year N corresponds to marketing year N/N+1 as it refer to the year when the crop was sown.

Source: Eurostat

When comparing area variations before and after reform, it seems that the decline in sugar beet area
accelerated after the reform in most Member States, except in FR (see Figure 11).
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Figure 11: Sugar beet area distribution in the EU (on the left) and decrease in area before and after the reform (on the
right)
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Notes: For BE and the UK there is no data in 2010; the figure for 2009 is used.
Source: Agrosynergie based on Eurostat and national statistics BE

Concerning yields, FR is by far the most productive area. DE and PL, second and third greatest EU
producers, have performances lower than the EU average. ES, which is not a large producer and is not
located in the “beet belt”, has the second best EU average over 2007-2010.

Table 19: Average yields (tonnes per hectare)

Yield in sugar beets Yield in sugar
Average 2007 - 2010 Average 2007-2009
FR 87.0 11.7
ES 78.3 12.0
BE 73.0 11.8
NL 73.2 12.4
DE 64.3 10.5
UK 64.2 11.1
IT 56.2 7.7
PL 50.3 8.2
FI 37.8 5.7
EU-27 66.1 10.5

Notes: IT: For 2008, the Eurostat data have been deleted because they were aberrant; EU: in 2010, Irish data are missing but are close to
Zero.

Source: Agrosynergie, based on Eurostat?', national statistics UK and BE (sugar beet yields), and CEFS (white sugar yield)
2.44.2.2 Farm productive structure

Trend to farm concentration in the sugar beet sector

There is a long-term trend in agriculture towards decrease in the number of holdings and an increase in
average area per farm. The sugar beet sector follows the same dynamic (see Figure 12).

Figure 12: Change in the number of sugar beet holdings and in average area per farm (ha), 1990-2009
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Source: CIBE

2! Eurostat does not require production data expressed in quantities of sugar beet of standard quality. Therefore, the figures may be
heterogeneous, some Member States giving data for beets at 16% sugar content (as FR) and some giving data for all beets.
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2.4.4.2.3 Crop rotation

The sugar beet varieties used in the sector are specific to sugar production. Sugar beet is always grown
in rotation with other crops (Draycott, 2006). From an agronomic point of view, it should come back
every 3-5 years, and as a good starter crop it is often cultivated in rotation with cereals. Short and long
rotations have been observed in the Member States covered by case studies, for example, based on
interviews with growers: Sugar beet/wheat/wheat or Sugar beet /wheat/field peas/wheat/barley

Farmer’s rotation choice not only depends on agronomical and ecological constraints, but also on
economic ones (the market demand, the proximity of production tools, investments in specific
equipment, etc.) and the structure of the farm such as agriculture area utilised, the geographical
distribution of fields, etc.

2.4.4.3 Sugar industry

As sugar is a commodity and a basic product without distinctive specificities, sugar companies must
adopt a low-price strategy to differentiate themselves from their competitors. Therefore, although the
sector has been managed with quotas and institutional prices, restructuring has long been occurring in
the sector via the closure of sugar processing units, by increase in production capacity and factory
mergers (Bologna University, 2003). As a result, the geographical landscape of the industry has
changed continuously, both before and since reform.

In 2005, Member States with the highest number of plants were PL, FR, DE, IT and ES.

In the EU-27, the number of plants has gone from 179 in 2005/06 to 106 plants (CEFS
statistics)**. These closures represent 41% of the EU-27 number of plants existing in 2005/06. IT
experienced the biggest reduction: only 4 plants out of 19 still exist today. In the five Member States
where sugar production was the lowest (BG, IE, LV, PT and SI), sugar plants have disappeared
completely.