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SUMMARY

—	 g r a d u a l  r e d u c t i o n s  i n  t h e  p r i c e s  p e r 
t o n n e  o f  s u g a r  a n d  s u g a r  b e e t ,  t h e 
latter reductions being par tly compen-
sated v ia  di rec t  payments  to  growers ;

—	 a  t e m p o r a r y  r e s t r u c t u r i n g  f u n d ,  f i -
n a n c e d  v i a  a  c o n t r i b u t i o n  p a i d  b y 
p r o d u c e r s  o n  t h e i r  q u o t a  t o t a l l i n g 
6 , 2   b i l l i o n  e u r o  a n d  f u n d i n g  p r i n c i -
p a l l y  r e s t r u c t u r i n g  a i d  ( 4 , 7  b i l l i o n 
e u r o ) ,  d i v e r s i f i c a t i o n  a i d  ( 0 , 7  b i l l i o n 
euro)  and trans i t ional  a id  to  fu l l  t ime 
re f iners  (0 ,2  bi l l ion euro) .

IV.
The Cou r t ’s  au di t  assessed t he  ex tent  to 
w h i c h  t h e  o b j e c t i ve s  o f  t h e  re fo r m  h ave 
been achieved to  date.

V.
With regard to the competit iveness of  the 
EU   s u g a r  i n d u s t r y,  t h e  C o u r t  c o n c l u d e s 
t h a t  o v e r a l l  t h e  r e f o r m  p r o c e s s  d i d  n o t 
ful ly  ensure the future competit iveness  of 
the EU sugar industry via a selective reduc-
t ion of  unprof i table  produc t ion capaci t y. 
I n  t h e  f i r s t  t w o  y e a r s  o f  t h e  r e fo r m ,   t h e 
expec ted level  of  voluntar y  quota  renun-
ciat ions  was not  achieved.  From the third 
year of  the reform, key modif ications were 
m a d e  a n d  t h e  o v e r a l l  6  m i l l i o n  t o n n e s 
t a r g e t  w a s  l a r g e l y  a c h i e v e d  a l t h o u g h  a 
s i g n i f i c a n t  p o r t i o n  o f  q u o t a s  w a s  a l s o 
abandoned by producers  that  were not  in 
t h e  l e a s t  co m p e t i t i ve  re gi o n s.  Th e  Co u r t 
also notes that  the reform simultaneously 
p r o v i d e d  i n c e n t i v e s  t o  r e d u c e  t h e  l e v e l 
o f  q u o t a s  b u t  a l s o  a l l o c a t e d  a d d i t i o n a l  
q u o t a s ,  o s t e n s i b l y  t o  t h e  m o s t  e f f i c i e n t 
p r o d u c e r s  b u t  t h a t  s o m e  o f  t h e s e  a d d
i t i o n a l  q u o t a s  w e r e  s u b s e q u e n t l y  a b a n -
don e d.  Addi t i on al ly,  th e  me as ure s  i nt ro -
d u c e d  h a d  l i m i t e d  i m p a c t  o n  i n c re a s i n g 
the competit iveness of  individual  growers 
a n d  t h e  c u r re n t  q u o t a  s y s t e m  m a i n t a i n s 
past  r igidit ies and constraints.  According-
ly,  i t  i s  l ike ly  that  the prevai l ing ex ternal 
p re s s u re s  w i l l  co nt i n u e  to  we i g h  h e av i l y 
on the EU sugar  sec tor.

I .
S u g a r  i s  m a n u f a c t u re d  b y  EU   p ro d u c e r s 
m o s t l y  f r o m  s u g a r  b e e t  w h i c h  i s  c u l t i -
vate d  by  growe r s .  Pr i o r  to  t h e  re fo r m  o f 
t h e  m a r k e t ,  t h e  EU   w a s  o n e  o f  t h e  l a rg -
e s t  p ro d u ce r s  o f  s u g a r  i n  t h e  wo r l d  a n d 
is  the second largest  consumer.  I n  2006 a 
reform of  the sugar  market  was approved 
in  order  to  a l ign i t  with  the fundamental 
p r i n c i p l e s  o f  t h e  n e w  c o m m o n  a g r i c u l -
t u r a l  p o l i c y  o f  i n c r e a s e d  m a r k e t  o r i e n
t a t i o n  a n d  t o  c o m p l y  w i t h  t h e  U n i o n’s 
internat ional  commitments. 

I I .
Th e  p r i n c i p a l  o b j e c t i ve s  p u r s u e d  by  t h e 
reform were:

—	 to  e n s u re  t h e  co m p e t i t i ve n e s s  o f  t h e 
EU sugar  industr y ;

—	 to stabil ise the markets and to guaran-
tee the avai labi l i t y  of  sugar  suppl ies ;

—	 to contribute to providing a fair  stand-
ard of  l iv ing for  the agr icultural  com-
m u n i t y  v i a  i n s t r u m e n t s  p u t  i n  p l a c e 
to  mit igate  the  s igni f icant  d i rec t  and 
i n d i re c t  s o c i a l  a n d  e c o n o m i c  i m p a c t 
on  the  agr icu l tura l  communit y  i n  th e 
regions  af fec ted.

I I I .
The main features  of  the reform were:

—	 r e d u c t i o n  i n  p r o d u c t i o n  q u o t a s  b y 
6  mi l l ion tonnes,  around 30 % of  total 
quota production,  by September 2010, 
to  a  produc t ion level  which the Com-
mission est imated would preser ve the 
market  balance;
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VI.
A s  t o  t h e  o b j e c t i v e  o f  s t a b i l i s i n g  t h e 
market  and guaranteeing the avai labi l i t y 
o f  s u g a r  s u p p l i e s ,  t h e  Co u r t  fo u n d  t h a t 
w h i l e  re l a t i ve  m a r k e t  s t a b i l i t y  h a s  b e e n 
a s s u r e d  t h u s  f a r  a n d  p r i c e s  o n  t h e  EU  
s u g a r  m a r k e t  h a v e  b e e n  s t a b l e  t o  d a t e 
a ro u n d  t h e  re fe re n ce  p r i ce s ,  i t  h a s  b e e n 
a c h i e ve d  t h ro u g h  t h e  u s e  o f  p ro d u c t i o n 
quotas  which current ly  set  the maximum 
al lowed inter nal  produc t ion at  a  level  of 
produc t ion markedly  below internal  mar-
ket  requirements,  at  85 % of  EU consump -
t ion.  As  a  result ,  EU suppl ies  are  increas-
i n g l y  d e p e n d e n t  o n  i m p o r t s  w h i l e  n e w 
u s e s  f o r  s u g a r  p l a c e  i n c r e a s e d  d e m a n d 
o n  s u p p l i e s .  T h e  C o u r t  a l s o  n o t e s  t h e 
increasing r isk of  displacement of  produc-
t i o n  f a c i l i t i e s  d u e  t o  t h e  o p e n i n g  u p  o f 
i m p o r t s  f ro m  E B A  b e n e f i c i a r y  co u nt r i e s . 
Fu r t h e r m o re,  t h e  Co u r t  d r aw s  a t t e n t i o n 
t o  t h e  r i s k  t h a t  d o w n w a r d  m o v e m e n t s 
i n  s u g a r  p r i ce  a re  n o t  p a s s e d  o n  to  co n
s u m e r s .  Fo r  p ro ce s s e d  p ro d u c t s  m o s t  o f 
the cost  savings  are  l ike ly  to  be reta ined 
by producers,  whi le  for  reta i l  sugar,  pr ice 
t r a n s m i s s i o n  i s  a f fe c t e d  b y  t h e  c o n c e n -
trat ion of  d istr ibut ion net works.

SUMMARY

VII .
A s  t o  w h e t h e r  t h e  s p e c i f i c  i n s t r u m e n t s / 
m e c h a n i s m s  we re  s u cce s s f u l  i n  a d d re s s -
ing and a l lev iat ing the adaptat ion prob -
lems ar is ing f rom reform,  the Cour t  notes 
that ,  overal l ,  i t  i s  not  yet  poss ible  to  con-
c lu de on t he  ex tent  to  whic h  t he  inst ru -
m e n t s  p u t  i n  p l a c e  h a v e  m i t i g a t e d  t h e 
s igni f icant  d i rec t  and indirec t  socia l  and 
economic impac t  on the agr icultural  com-
munity  in  the regions affec ted.  As a  result 
o f  t h e  r e f o r m ,  s o m e  8 0  f a c t o r i e s  w e r e 
c losed.  The Commiss ion and the M ember 
S t a t e s  h a ve  g i ve n  i n a d e q u a t e  a t t e n t i o n 
to  monitor ing the di rec t  socia l  impac t  of 
t h e  p r o d u c t i o n  f a c i l i t y  d i s m a n t l e m e n t . 
The Cour t  noted in  cer tain Member States 
delays in the implementation of  the diver -
s i f icat ion measures  intended to  develop 
a l te r n at i ve s  to  s u g a r  p ro d u c t i o n  a s  we l l 
as  in  the compl iance with  environmental 
o b l i g a t i o n s .  Fu r t h e r m o r e ,  n o  e v i d e n c e 
w a s  a v a i l a b l e  t o  d e m o n s t r a t e  t h a t  t h e 
transit ional  a id  amounting to  150  mi l l ion 
e u ro  p a i d  to  t ra d i t i o n a l  re f i n e r s  o f  c a n e 
sugar  was based on objec t ive parameters 
o f  t h e  e f fe c t s  o f  t h e  s u g a r  re fo r m  o t h e r 
than a  loss  of  ‘cer ta in  benef i ts’ previously 
enjoyed by the af fec ted ref iners.

VII I .
T h e  C o u r t  n o t e s  t h a t ,  w h i l e  i t  i s  l i k e l y 
t h a t  a n  a m o u n t  o f  a r o u n d  6 4 0  m i l l i o n 
e u ro  w i l l  b e  a v a i l a b l e  i n  t h e  re s t r u c t u r-
i n g  f u n d  to  b e  a s s i gn e d  to  t h e  EA G F,  o n 
the other  hand,  there are  s igni f icant  add
i t ional  re lated costs,  not  direc t ly  charged 
to  the agr icultural  sec t ion of  the budget , 
for  compensat ing tradit ional  ACP countr y 
expor ters  for  thei r  loss  of  income,  which 
l e a d  t o  t h e  o v e r a l l  c o s t  o f  t h e  r e f o r m 
b e i n g  1 , 2  b i l l i o n  e u r o  h i g h e r  t h a n  t h e 
a v e r a g e  b u d g e t a r y  s u p p o r t  b e f o r e  t h e 
reform.
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IX.
Ta k i n g  t h e s e  f a c to r s  i nto  co n s i d e ra t i o n , 
the Cour t  recommends that :

—	 fo r  a ny  f u r t h e r  a d j u s t m e nt  o f  i n te r n
a l  p ro d u c t i o n  d e e m e d  n e c e s s a r y,  i n -
s t r u m e n t s  a n d  m e a s u r e s  s h o u l d  b e 
des igned so  as  to  ensure  overa l l  con-
s is tenc y  and be  based on a  thorough 
technical  assessment  of  needs and on 
objec t ive  cr i ter ia ;

—	 the Commission proposes measures to 
remove the  r ig id i t ies  and constra ints 
in  the current  quota  system which af -
fec t  adversely  the competit iveness  of 
growers  and producers ;

—	 any future  decis ions  which impac t  EU 
s u g a r  p r o d u c t i o n  t a k e  i n t o  a c c o u n t 
the level  of  internal  sugar  produc t ion 
w h i c h  i s  c o n s i d e re d  n e c e s s a r y  g i ve n 
the Treat y  objec t ive  of  assur ing avai l -
abi l i t y  of  supply ;

—	 pr ice  for mat ion be subjec t  to  regular 
m o n i t o r i n g  b y  t h e  C o m m i s s i o n  a n d 
that  the Commiss ion and the Member 
States  ensure  that  compet i t ion law is 
co r re c t l y  e n fo rce d  i n  t h e  s e c to r  t h u s 
ensuring the Treaty objective that sup -
p l i e s  re a c h  c o n s u m e r s  a t  re a s o n a b l e 
pr ices ;

—	 t h e  C o m m i s s i o n  a n d  t h e  M e m b e r 
States take urgent measures to ensure 
t h e  d i ve r s i f i c a t i o n  m e a s u re s  b e co m e 
r a p i d l y  o p e r a t i o n a l  a n d  p ro d u c e  t h e 
intended impac t ;

—	 t h e  C o m m i s s i o n  a n d  t h e  M e m b e r 
States  become more ac t ively  involved 
i n  e n s u r i n g  t h a t  t h e  e n v i r o n m e n t a l 
obl igations entered into by the closed 
fac tor ies  are  fu l ly  compl ied with .

SUMMARY
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INTRODUCTION

B AC KG R O U N D  A N D  P R E - R EF  O R M  S I T UAT I O N

	 1 . 	 �Sugar is  manufactured by EU producers either from sugar beet1 
which is  cult ivated by growers,  or  ref ined us ing impor ted raw 
s u g a r  m a d e  f r o m  s u g a r  c a n e.  S u g a r  b e e t  c u l t i v a t i o n  s h o u l d 
i d e a l l y  b e  l o c a t e d  o n  l a n d  i n  t h e  v i c i n i t y  o f  t h e  f a c t o r i e s  i n 
order  to  maintain  t ranspor t  costs  at  reasonable  levels  and be -
c a u s e  t h e  s u g a r  c o n t e n t  o f  t h e  b e e t  d e t e r i o r a t e s  s o o n  a f t e r 
har vest ing.  Most  sugar  beet  growers  make use of  the ser v ices 
of  machiner y contractors who carr y out activit ies such as seed -
ing and har vesting the beet.  The sugar beet is  then transpor ted 
to the producers’ factor ies  for  processing.  The sugar producers 
f i n a l l y  s e l l  t h e  s u g a r  i n  b u l k  to  fo o d  a n d  n o n - fo o d  i n d u s t r i a l 
users  or  in  pack aged form to reta i lers .

	 2 . 	 �Th e  s u g a r  co m m o n  m a r k e t  o rg a n i s at i o n  (C M O)  wa s  s e t  u p  i n 
1967 2 to  ensure a  fa i r  income to Communit y  producers  and to 
stabi l i se  the market .  EU producers  could sel l  sugar  at  guaran-
teed pr ices,  i .e .  inter vent ion pr ices  which in  the per iod 1996–
2006 were signif icantly higher than the world market price (see 
G ra p h  1 ) .

1	 The only factory in the EU which 

produced sugar from sugar cane 

(except for those in the outermost 

regions) was closed in 2006.

2	 CMO was set up by Regulation  

No 1009/67/EEC of the Council  

(OJ 308, 18.12.1967, p. 1).  

Currently CMO is governed by 

Council Regulation (EC)  

No 1234/2007 of 22 October 2007 

establishing a common organisation 

of agricultural markets and on 

specific provisions for certain 

agricultural products (Single CMO 

Regulation) (OJ L 299, 16.11.2007, 

p. 1).

PRICES FOR WHITE SUGAR FROM 1996 TO 2006
G R A P H  1

1 Arithmetic mean of spot prices of white sugar, loaded fob designated European ports, in new bags.

S o u r ce :  The Commission (DG AGRI) — ‘Agriculture in the European Union — Statistical and Economic Information (2000-08)’.
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	 3 . 	 �Production quotas distr ibuted amongst the Member States kept 
the overal l  production within cer tain l imits.  Impor t  levies were 
appl ied on ex ter nal  produc t ion and sugar  sur pluses  were  ex-
por ted.  Sugar  which had been produced within the quotas but 
was surplus  to  market  requirements  was expor ted with expor t 
r e f u n d s 3.  N o  e x p o r t  r e f u n d s  w e r e  g r a n t e d  fo r  t h e  e x p o r t  o f 
sugar  which had been produced in  excess  of  the quotas.

	 4 . 	 �Pr i o r  t o  t h e  r e fo r m ,  t h e  EU   w a s  t h e  t h i r d  l a r g e s t  s u g a r  p r o -
ducer  in  the wor ld with annual  produc t ion in  excess  of  20 mi l -
l ion tonnes and was the second largest  consumer 4.  The EU also 
had a  l imited produc t ion of  i soglucose which is  der ived f rom 
process ing starch usual ly  ex trac ted f rom maize or  f rom wheat 
or  potatoes.  Isoglucose is  largely used in the food industr y and 
in  many cases,  for  instance in  sof t  dr inks,  is  a  potential  subst i -
tute for  sugar.  EU production of  isoglucose has been l imited by 
the establ ishment  of  a  quota  of  marginal  magnitude 5.  Quotas 
o f  l i m i te d  i m p o r t a n ce  a l s o  e x i s t  fo r  t h e  p ro d u c t i o n  o f  i n u l i n 
s y r u p,  a  s we e te n e r  o b t a i n e d  f ro m  a  f i b re  e x t ra c te d  f ro m  t h e 
chicor y  root .  Ta b l e  1  provides  key f igures  for  the sugar  sec tor 
pre  and post  reform.

	 5 . 	 �I n  the years  preceding the reform,  the EU came under  increas-
i n g  p r e s s u r e  t o  a v o i d  e x p o r t i n g  s u r p l u s  q u a n t i t i e s  o f  s u g a r 
at  subs idised rates  on the wor ld  mar ket .  This  pressure  f ina l ly 
re s u l te d  i n  a  WTO   r u l i n g  i n  2 0 0 5  w h i c h  o b l i g e d  t h e  EU   to  i n -
c l u d e  o u t - o f - q u o t a  s u g a r  e x p o r t s  a n d  re - e x p o r t s  o f  t h e  ACP  
impor ts  in  i ts  sugar  expor t  l imit .  Thus,  f rom 2006 onwards,  the 
EU cannot  expor t  more than 1 ,37 mi l l ion tonnes of  subsidised 
white sugar,  instead of  the previous annual  average expor ts  of 
6 ,5 mil l ion tonnes 6 — B ox  1  contains some addit ional  informa-
t ion on the WTO  rul ing.

3	 The cost of the export refund 

was partly covered by levies on 

producers. As indicated in Special 

Report No 20/2000, paragraph 46: 

‘The annual cost to the EU budget 

of exports of surplus sugar is some 

1 500 million euro, of which 800 

million is recovered through the 

production levy’.

4	 In 2005 the EU produced 

20,3 million tonnes of sugar and 

consumed 15,6 million tonnes. The 

EU imported 2,3 million tonnes of 

raw sugar while exports amounted 

to 7,5 million tonnes, of which 

2,5 million tonnes were subsidised 

by the EU through export refunds.

5	 Council Regulation (EC)  

No 318/2006 (OJ L 58, 28.2.2006, 

p. 1) set isoglucose quota at 

507 680 tonnes (EU-25); this was 

updated several times to take into 

account new allocations as well 

as renunciations and is currently 

690 441 tonnes (EU-27) (last update 

by Regulation (EC) No 1234/2007). 

In the United States the production 

of isoglucose accounts for 

approximately half the production 

of natural sweetener.

6	 Annual average exports for 

marketing years 2003/04, 2004/05 

and 2005/06 — The Commission: 

Agriculture in the European 

Union — Statistical and Economic  

Information 2007.
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TA B LE   1
T h e  su  g ar   s e ctor    pr  e  and    post     r e f orm 

Pre-reform EU-25 data Post-reform EU-27 data1

Over 20 million tonnes of annual sugar production (bioetha-
nol use not included).

14 to 15,5 million tonnes of annual sugar production (with-
out bioethanol use).

285 000 sugar beet growers cultivating 2,1 million ha of 
beet for sugar and making use of the services of machinery 
contractors; over 8 000 cane growers cultivating 43 000 ha 
of sugar cane, mainly in EU overseas territories.

164 000 sugar beet growers cultivating 1,4 million ha of 
beet for sugar and making use of the services of machinery 
contractors; and less than 8 000 sugar cane growers.

189 sugar factories employing 50 000 workers. 114 sugar factories employing 30 000 workers (including 
four factories located in the two new EU Member States).

16 isoglucose and four inulin syrup producers, producing 
820 000 tonnes.

10 isoglucose producers, producing 690 000 tonnes (and no 
inulin syrup producer).

7 full time refiners importing and processing annually 2 mil-
lion tonnes of raw sugar derived from sugar cane.

26 full-time refiners (of which 15 in new Members Bulgaria 
and Romania) importing and processing annually 2,7 mil-
lion tonnes of raw sugar derived from sugar cane.

Exports amounting to 7,5 million tonnes, of which 2,5 mil-
lion tonnes with export refunds.

Exports not exceeding 1,37 million tonnes out of quota 
sugar, not supported by export refunds.

EU consumption of more than 15 million tonnes (without 
bioethanol use).

EU consumption of more than 17 million tonnes (without 
bioethanol use).

1	 Where data for Bulgaria and Romania have a significant impact, this has been indicated.
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	 6 . 	 �M o re ove r,  i n  2 0 0 1  t h e  EU   h a d  a l re a d y  a d o p te d  t h e  s o - c a l l e d 
‘Ever ything but  Arms’ (EBA)  in i t iat ive  which suspended a l l  im-
p o r t  t a r i f f s  fo r  p ro d u c t s  f ro m  4 9  d e ve l o p i n g  c o u n t r i e s .  T h i s 
i n i t i at i ve  h a d  a  d i re c t  i m p a c t  o n  t h e  s u g a r  s e c to r  a s  t h e  E B A 
in i t iat ive  benef ic iar ies  inc luded s ix 7 of  the  s ignator ies  of  the 
Afr ica ,  Car ibbean and Paci f ic  (ACP)  Sugar  Protocol .  Expor ts  of 
3 ,5  mi l l ion  tonnes  f rom the  E B A  an d ACP  countr i e s  to  th e  EU 
const i tute  one of  the thresholds  of  the safeguard mechanism 
d e s i g n e d  u n d e r  t h e  EPA   ( E c o n o m i c  Pa r t n e r s h i p  A g r e e m e n t ) 
Regulat ion.  The suspension of  dut ies  on their  sugar  was intro-
duced in 2001 on l imited quantit ies  earmarked for  the ref ining 
industr y.  The quantit ies were subsequently gradually increased 
unti l  f ree unrestr icted access was granted from 1 October 2009 
onwards.

T h e  W TO  R u l in  g 

Signatory Members of the 1994 Marrakesh protocol to the General Agreement on Tariffs and Trade (GATT) 
agreed, amongst other things, to reduce export subsidies by 36 % and subsidised quantities by 21 % 
over a six-year period. Each signatory Member presented the details of its commitments in a separate 
Schedule of concessions, annexed to the Marrakesh Protocol, to become Schedules to GATT 1994.

In its schedule of concessions, the European Community considered that its out of quota (C sugar) 
exports were not subsidised, as they did not benefit from export refunds; in addition, being a major 
importer and exporter at the same time, it decided to include in its reduction schedule only such export 
refunds as corresponded to its exports net of imports. On that basis, it calculated its reference subsi-
dised quantity as 1,612 million tonnes, to be reduced by 21 % to 1,273 million tonnes, a threshold which 
became 1,37 million tonnes after new Member States EU accession. Hence, depending on the level of 
C sugar production, total exports could fluctuate in the 4 to 7 million tonnes range. Conformity with 
limits was ensured through management of export licences.

Following a ‘request for consultations’ by Brazil, Thailand and Australia in 2002, the WTO’s Dispute Settle
ment Body (DSB) re-examined the EC’s commitments and export policy and in an April 28, 2005 final 
report, it found that the wording of the EC’s schedule of concessions did not imply that export of quanti-
ties corresponding to ACP imports could be made in excess of the limit indicated and the exports of C 
sugar (out of quota) were to be regarded as subsidised, thus could not be made in excess of that limit 
either.

In practice, this meant a further decrease in European exports of a 5 million tonnes order of magnitude. 
The marketing year 2006/07 was the first to be fully subject to the export limits.

7	 Madagascar, Malawi, 

Mozambique, Tanzania, Uganda, 

Zambia.

B O X  1
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T HE   S U G A R  R EF  O R M  A N D  I T S  O B JE  C T I VE  S

	 7 . 	 �A  reform of  the sugar  market  was  therefore  considered neces-
sar y in order to al ign the CMO with the fundamental  pr inciples 
o f  t h e  n e w  c o m m o n  a g r i c u l t u r a l  p o l i c y  o f  i n c re a s e d  m a r k e t 
or ientat ion and to  mainta in  mar ket  balance whi le  comply ing 
with the Union’s  internat ional  commitments,  namely  the WTO  
r u l i n g  t h a t  a l l  s u b s i d i s e d  EU   e x p o r t s  s h o u l d  b e  k e p t  w i t h i n 
1 ,3  mi l l ion tonnes  (see paragraph 5)  and the EBA in i t iat ive  in 
favour  of  least  developed countr ies  grant ing them unl imited 
dut y  f ree access  to  the EU as  f rom 2009 (see paragraph 6) . 

	 8 . 	 �Fol lowing a  Commiss ion proposal ,  a  reform of  the sugar  mar-
ket  was  approved by the Counci l  and came into ef fec t  in  July 
2006 8.  I t  was  preceded by  an ex tens ive  consultat ion with  the 
p r i n c i p a l  s t a k e h o l d e r s  a n d  by  a  s e r i e s  o f  i m p a c t  a s s e s s m e n t 
papers  which formed the basis  of  the Commiss ion proposal  in 
2005.

	 9 . 	 �The reform pursued a  var iet y  of  objec t ives,  which were par t ly 
conf l ic t ing and therefore di f f icult  to  ful f i l  s imultaneously.  The 
pr incipal  objec t ives  set  were :

—	 to ensure future competit iveness  of  the EU sugar  industr y 
by a  reduc t ion of  unprof i table  produc t ion capacit y ;

—	 to stabi l i se  the markets  and to  guarantee the avai labi l i t y 
of  sugar  suppl ies ;

—	 t o  c o n t r i b u t e  t o  p r o v i d i n g  a  f a i r  s t a n d a r d  o f  l i v i n g  f o r 
t h e  a gr i c u l t u ra l  co m m u n i t y  v i a  i n s t r u m e n t s  p u t  i n  p l a ce 
to  m i t i g ate  t h e  s i gn i f i c a nt  d i re c t  a n d  i n d i re c t  s o c i a l  a n d  
economic impac t  on the agr icultural  community  in  the re -
gions  af fec ted.

8	 Legal basis: Council Regulations 

(EC) No 318/2006, (EC) No 

319/2006 and (EC) No 320/2006 

(OJ L 58, 28.2.2006, p. 1, 32 and 42). 

Regulation (EC) No 318/2006 has 

since been repealed and replaced 

by Regulation (EC) No 1234/2007. 

Implementing rules for Regulation 

No 320/2006 are set by Commission 

Regulation (EC) No 968/2006 (OJ L 

176, 30.6.2006, p. 32). 
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T HE   M A I N  FE  AT U R E S  O F  T HE   R EF  O R M

	 10. 	�T he main features  of  the reform are :

(a) 	 maintenance of  production quotas but a reduction in their 
vo l u m e  b y  6  m i l l i o n  t o n n e s  ( a ro u n d  3 0  %  o f  t o t a l  q u o t a 
p ro d u c t i o n ) 9 b y  S e p t e m b e r  2 0 1 0  w h i c h  t h e  Co m m i s s i o n 
e s t i m a te d  wo u l d  p re s e r ve  t h e  m a r k e t  b a l a n ce.  H owe ve r, 
s o m e  f l e x i b i l i t y  w a s  p ro v i d e d  t h ro u g h  m a k i n g  av a i l a b l e 
to producers  addit ional  quota,  of  some 1,5  mil l ion tonnes, 
most ly  for  purchase by those that  considered themselves 
to  be competit ive  in  the new market  environment ;

(b) 	 gradual  reduc t ions  in  the  p r i ce  p e r  ton n e  of  w h i te  s u g ar 
f r o m  t h e  i n t e r v e n t i o n  p r i c e 1 0 o f  6 3 1 , 9  e u r o  p r i o r  t o  t h e 
marketing year 2006/07 to a reference price 11 of  404,4 euro 
as  f rom the market ing year  2009/10;

(c ) 	 g r a d u a l  r e d u c t i o n s  i n  t h e  m i n i m u m  p r i c e  p e r  t o n n e  o f 
q u o t a  s u g a r  b e e t  p a i d  t o  g ro we r s  f ro m  4 4 , 0 1  e u ro  p r i o r 
t o  2 0 0 6 / 0 7 1 2 t o  2 6 , 2 9  e u r o  a s  f r o m  t h e  m a r k e t i n g  y e a r 
2009/10;

(d) 	 t h e  e x p o r t  r e f u n d s  m e c h a n i s m  f o r  q u o t a  s u g a r  e x p o r t s 
was  not  abol ished,  however  i t  was  foreseen that ,  as  f rom 
t h e  m a r k e t i n g  ye a r  2 0 0 7 / 0 8 ,  i t  wo u l d  n o  l o n g e r  b e  u s e d. 
Never theless,  because of  market imbalance in that market-
i n g  ye a r,  t h e  Co m m i s s i o n  a g re e d  t o  o n e  m o re  c a m p a i g n 
of  subs id ised expor ts  for  2007/08  and i t  was  not  unt i l  as 
from 26 September 2008 that i t  decided to suspend expor t 
refunds for  sugar 13;

(e) 	 par tial 14 compensation to sugar beet growers for  the effect 
of  the reduc t ions  in  the sugar  beet  pr ice  v ia  the introduc-
t i o n  o f  p ay m e n t  e n t i t l e m e n t s  i n to  t h e  d e co u p l e d  S i n g l e 
Payment Scheme (SPS)  or  a  separate sugar  payment in  the 
new Member States not applying SPS.  Under cer tain condi-
t ions growers could also be granted an additional  payment 
retained as coupled aid for a f ive -year transit ionar y period. 
I n  contrast ,  compensat ion was not  granted to cereals  pro -
ducers supplying isoglucose producers,  under the assump -
tion that  the reform would not entai l  s ignif icant change in 
the cereals  pr ices ;

9	 This figure includes the sugar 

substitutes isoglucose and inulin 

syrup.

10	 In the previous sugar CMO 

producers could sell a standard 

quality of sugar to national 

intervention agencies at the 

intervention price thus providing a 

minimum wholesale price in the EU. 

11	 In the current sugar CMO, there 

is no intervention price, but the 

Commission has set a reference 

price around which the wholesale 

market price should fluctuate.

12	 The weighted average of the A 

and B quota sugar beet minimum 

prices after deduction of levies for 

the marketing years 2003/04 and 

2004/05.

13	 Commission Regulations (EC)  

No 900/2007 (OJ L 196, 28.7.2007,  

p. 26), (EC) No 947/2008, (EC)  

No 948/2008 and (EC) No 951/2008 

(OJ L 258, 26.9.2008, p. 60, 61 and 

66) for sugar in solid state, sugar 

syrups and sugar in the form of 

goods not covered by Annex I of  

the Treaty.

14	 SPS compensated sugar beet 

growers for around two thirds of the 

revenue reduction caused by the 

price reductions, i.e. one third is not 

compensated.
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15	 Article 1 of Regulation (EC)  

No 320/2006: ‘The restructuring fund 

shall form part of the Guarantee 

Section of the European Agricultural 

Guidance and Guarantee Fund. As 

from 1 January 2007 it shall form 

part of the European Agricultural 

Guarantee Fund (EAGF) …. 

The temporary restructuring 

amount referred to in Article 11 

shall be revenue assigned to the 

restructuring fund in accordance 

with Article 18(2) of Regulation 

(EC, Euratom) No 1605/2002. Any 

amount that may be available 

in the restructuring fund after 

the financing of the expenditure 

referred to in paragraph 2 shall be 

assigned to the EAGF.’

16	 Article 1 of Regulation (EC)  

No 320/2006: ‘Any amount that may 

be available in the restructuring 

fund after the financing of the 

expenditure referred to in  

paragraph 2 shall be assigned to the 

EAGF.’ Deadline extended to 2012 by 

Commission Regulation (EU)  

No 1204/2009.

17	 Article 3(6) of Regulation (EC)  

No 320/2006; as amended by 

Council Regulation (EC)  

No 1261/2007 (OJ L 283, 27.10.2007, 

p. 8).

( f ) 	 a  te m p o ra r y  re s t r u c t u r i n g  f u n d,  f i n a n ce d  v i a  a  co nt r i b u -
t ion paid by producers  on their  quota  total l ing 6 ,2  bi l l ion 
euro.  The temporar y  restruc tur ing fund was set  up largely 
to  fund compensator y  payments  for  voluntar y  produc t ion 
q u o t a  re n u n c i a t i o n s .  Th e  re s t r u c t u r i n g  f u n d  i s  m a n a g e d 
b y  t h e  Co m m i s s i o n  u n d e r  EU   b u d g e t  p ro v i s i o n s 1 5 a n d  i t 
i s  foreseen that  any funds remaining at  the c losure  of  the 
fund in September 2012 wil l  be assigned to the EAGF 16.  The 
fund was intended to  f inance:

( i ) 	 r e s t r u c t u r i n g  a i d  ( 4  7 5 0  m i l l i o n  e u r o )  t o  p r o d u c e r s 
w h o  a b a n d o n  q u o t a  p r o d u c t i o n  a n d  r e n o u n c e  t h e 
quotas  concerned.  10 % 17 of  the restruc tur ing aid was 
to be reser ved for  sugar  beet  growers  af fec ted by the 
renunciations and for machiner y contractors who pro -
vided them with specia l ised ser v ices  (see G ra p h  2 ) ; 

( i i ) 	 diversif ication aid (675 mil l ion euro)  to encourage the 
d e ve l o p m e nt  o f  a l te r n at i ve s  to  s u g a r  b e e t  a n d  c a n e 
growing and sugar  produc t ion in  regions  af fec ted by 
the restruc tur ing of  the sugar  industr y. 

( i i i ) 	 t ransit ional  a id to ful l  t ime ref iners  (150 mil l ion euro) 
s o  a s  to  a l l ow  t h e m  to  a d a p t  to  t h e  re s t r u c t u r i n g  o f 
the sugar  industr y 18.

18	 Additionally, Regulation (EC) No 320/2006 foresaw 14 million euro as transitional aid to certain Member States (Austria 9 million euro, 

Sweden 5 million euro). According to Article 9: ‘In the context of the national restructuring programme referred to in Article 6(3): (a) an aid of 

not more than 9 million euro shall be granted in Austria for investments in collection centres of sugar beet and other logistical infrastructure 

needed as a consequence of restructuring; (b) an aid of not more than 5 million euro shall be granted in Sweden for the direct or indirect 

benefit of sugar beet growers in Gotland and Öland giving up sugar production as part of the national restructuring process.’



Special Report No 6/2010 – Has the reform of the sugar market achieved its main objectives?

15

Special Report No 6/2010 – Has the reform of the sugar market achieved its main objectives?

g rap   h  2
o v e r v i e w  o f  t h e  r e structurin          g  f und 

Revenue Aid to be granted and its beneficiaries1 

1	 Any remaining funds not used will be assigned to the EAGF (currently estimated at 0,64 billion euro).

	 11. 	�T he breakdown of  the income and expenditure  of  the restruc-
tur ing fund is  shown in  A n n e x  I .

Producers
Growers
Machinery contractors

Agricultural community 
a�ected

Full time re�ners

Levies payable by 
producers on quota
held in the �rst three
marketing years

6,2 billion euro

Diversi�cation aid

0,7 billion euro

Transitional aid

0,2 billion euro

4,7 billion euro

Restructuring aid
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O VE  R V I EW   O F  T HE   M A N AGE  M E N T  S YS T E M S

	 12. 	�T he  procedures  to  be  fo l lowe d by  p roduce rs  ap p ly i n g  for  re -
struc tur ing a id  are  detai led in  B ox  2 . 

T h e  app   l ication       proc    e ss   f or   r e structurin          g  aid 

In order to participate in the restructuring process, a producer had to renounce all or part of its quota 
and submit an application for restructuring aid to the Member State. The application had to include a 
restructuring plan with the following elements:

—	 a social plan detailing the actions planned, in particular with respect to retraining, redeployment 
and early retirement of the workforce concerned;

—	 an environmental plan detailing the actions planned so as to respect environmental obligations;

—	 a business plan detailing the modalities, timetable and costs for the closure of the factory or factories 
and the full or partial dismantling of production facilities; and

—	 a financial plan detailing all the costs in relation to the restructuring plan.

The Member State authorities had to review the application to ensure it satisfied the EU and national require-
ments. After approval, the producer could start carrying out the activities envisaged in the restructuring plan 
and had to provide an annual progress report. The producer received the restructuring aid in two instalments 
upon receipt of a security deposit of 120 % of the aid receivable. The security is released in line with the com-
pletion of the activities in the restructuring plan and the related checks done by the national authorities.

B O X  2
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	 13. 	� M e m b e r  S t a t e s  a re  re s p o n s i b l e  fo r  e s t a b l i s h i n g  n a t i o n a l  re -
struc tur ing programmes and,  as  far  as  the restruc tur ing fund 
is  concerned,  for :

(a) 	 check ing the  e l igib i l i t y  of  producers’ appl icat ions  for  re -
struc tur ing a id ;

(b) 	 imposing socia l  and environmental  requirements  on pro -
ducers,  provided that  this  does not  restr ic t  the restruc tur -
ing process ;

(c ) 	 deciding upon the aid to be awarded to beneficiaries where 
this  i s  envisaged by the Regulat ions ;

(d) 	 paying restruc tur ing and divers i f icat ion a id  to  benef ic iar-
ies ;  and

(e) 	 monitoring,  verifying and repor ting on the implementation 
of  restruc tur ing and divers i f icat ion a id.

	 14. 	�T he Commission is  responsible for monitoring the implementa-
t ion of  the reform proposing correc t ive  ac t ions  when needed 
a n d  f o r  a d m i n i s t e r i n g  t h e  r e s t r u c t u r i n g  f u n d .  T h e  C o m m i s -
s ion shal l  receive f rom Member States  the l ists  of  appl icat ions 
fo r  a i d  ( a n d  c o p i e s  t h e re o f ) ,  t h e  n a t i o n a l  re s t r u c t u r i n g  p ro -
grammes and repor ts  on the implementat ion of  restruc tur ing 
a id  ac t iv i t ies. 
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AUDIT SCOPE AND APPROACH

	 15. 	�T he Cour t ’s  audit  assessed the ex tent  to  which the objec t ives 
of  the  refor m of  the  sugar  mar ket  have been achieved by  ad-
dress ing the fol lowing speci f ic  quest ions :

(a) 	 Has  the sugar  market  reform ensured the future  competi -
t iveness  of  the EU sugar  industr y?

(b) 	 H a s  t h e  s u g a r  m a r k e t  re fo r m  s t a b i l i s e d  t h e  m a r k e t s  a n d 
guaranteed the avai labi l i t y  of  sugar  suppl ies?

(c) 	 Have the speci f ic  instruments/mechanisms been success -
ful  in  address ing and a l leviat ing the adaptat ion problems 
re lated to  the reform? 

	 16. 	�A ddit ional ly,  the audit  examined the compl iance with the en-
vironmental  obl igat ions l inked to fac tor y  dismantl ing and the 
l ikely  impac t  for  consumers  of  sugar  pr ice  reduc t ion.  Fur ther-
more,  the audit  examined the cost  of  the reform.

	 17. 	�A udit  evidence was col lected and examined by means of  inter
views and analysis  of  systems,  documents and data at  the Com-
m i s s i o n  a n d  i n  a  s a m p l e  o f  e i g h t  M e m b e r  S t a t e s :  t h e  C z e c h 
R epubl ic ,  France,  G er many,  Greece,  I re land,  I ta ly,  Poland and 
Spain 19.  The  f ie ldwor k  took  p l ace  b e t we e n  e n d 2008 an d mi d 
2 0 0 9 ,  a n d  c o v e r e d  t h e  o p e r a t i o n s  o f  t h e  r e s t r u c t u r i n g  f u n d 
dur ing the f i rst  three market ing years  of  the reform (2006/07 
to  2 0 0 8 / 0 9 ) .  M e e t i n g s  we re  h e l d  w i t h  re p re s e n t a t i ve s  o f  t h e 
European Committee of  Sugar Manufacturers,  the International 
Co nfe d erat i o n  o f  Eu ro p ea n  B e e t  G rowe r s  a n d  t h e  Co m m i t te e 
of  I ndustr ia l  Users  of  Sugar  to  obtain  their  v iews on the sugar 
reform.

	 18. 	� In the Member States visited,  the audit  included a review of the 
paying agenc y ’s  systems for  implementing the reform and the 
ex a m i n at i o n ,  i n c l u d i n g  o n - t h e - s p o t  i n s p e c t i o n s,  o f  a  s a m p l e 
of  payments  of  restruc tur ing a id.  I n  addit ion,  the representa-
t ives  of  stakeholders  in  the sugar  sec tor  (producers,  growers, 
machiner y  contrac tors  and sugar  fac tor y  workers)  were inter-
v iewed.

19	 The producers of these Member 

States contributed over 70 % of the 

sugar quota renunciations made for 

each year of the restructuring fund.
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P r e v i o u s  a u d i t  r e p o r t

	 19. 	�T  h e  C o u r t  h a d  p r e v i o u s l y  r e p o r t e d  o n  t h e  m a n a g e m e n t  o f 
the sugar  CMO in  a  specia l  repor t  in  2001 20 that  reviewed the 
a c h i e ve m e nt  o f  t h e  ove ra l l  o b j e c t i ve s  o f  t h e  CAP  .  Th e  re p o r t 
h ighl ighted the high pr ices  imposed on the EU sugar  user,  ex-
cess ive  r igid i t ies  in  the  produc t ion quota  system which were 
co n ce nt rate d  i n  t h e  h a n d s  o f  a  l i m i te d  n u m b e r  o f  p ro d u ce r s 
and recommended tak ing steps to increase the industr y ’s  com-
pet i t iveness.

20	 ECA Special Report No 20/2000 

concerning the management of the 

common organisation of the market 

for sugar (OJ C 50, 15.2.2001).
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H A S  T HE   S U G A R  M A R KE  T  R EF  O R M  E N S U R E D 
T HE   F U T U R E  CO M P E T I T I VE  N E S S  O F  T HE   E U 
S U G A R  I N D U S T RY ?

	 20. 	�T he reform intended to ‘ launch a profound restructuring process 
leading to  a  s igni f icant  reduc t ion of  unprof i table  produc t ion 
capacity  in  the Community ’ 21 providing an economic incentive 
for  producers  with the lowest  produc t iv i t y  to  voluntar i ly  give 
up their  quota  produc t ion,  tak ing into account  the respec t  of 
socia l  and environmental  commitments  l inked to  abandoning 
produc t ion 22. 

	 21. 	�T he Commiss ion ant ic ipated that  the economic  incent ives  of-
fered would lead the under tak ings  with the lowest  produc t iv-
i t y,  i .e .  with  fac tor ies  that  would not  be competit ive  af ter  the 
p r i ce  re d u c t i o n s  e nv i s a g e d  by  t h e  re fo r m ,  to  re n o u n ce  t h e i r 
quota by accepting the compensation by the restructuring fund 
without  the need for  the instruments  to  target  e i ther  speci f ic 
fac tor ies  or  regions. 

	 22. 	�T h e re fo re,  t h e  rat i o n a l e  fo r  t h e  re fo r m  wa s  t h at  t h e  re n u n c i
at ion of  6  mi l l ion tonnes  f rom lower  produc t iv i t y  produc t ion 
faci l i t ies  would increase the average productivity  and thus en-
sure  the  future  compet i t iveness  of  the  EU industr y.  However, 
some f lexibi l i ty was provided through making avai lable to pro -
ducers addit ional  quota,  of  some 1,5 mil l ion tonnes,  mostly for 
purchase by those producers that  considered themselves to be 
competit ive  in  the new market  environment. 

	 23. 	�T he competit iveness of  the EU sugar industr y is  dependent,  on 
t h e  o n e  h a n d,  o n  t h e  e f f i c i e n c y  o f  t h e  p ro d u ce r s  to  p ro d u ce 
sugar and,  on the other  hand,  on the abi l i ty  of  beet  growers to 
del iver  sugar beet to the producers  at  competit ive pr ices.  Not-
withstanding the general  a im of  the reform that  under tak ings 
with the lowest  produc t iv i t y  give  up their  produc t ion quotas, 
the audit  found that  no compar ison of  the produc t iv i t y  of  in-
dividual  producers  or  fac tor ies  was avai lable  e ither  within the 
Co m m i s s i o n  o r  i n  M e m b e r  S t ate s  M a n a gi n g  Au t h o r i t i e s .  Fu r-
thermore,  the Commiss ion did not  require  the Member  States 
and/or  the industr y  to  provide the data  needed to  assess  the 
implementat ion of  the  refor m in  ter ms of  the  produc t iv i t y  of 
indiv idual  producers  or  fac tor ies.

OBSERVATIONS

21	 Recital 1 of Regulation (EC)  

No 320/2006.

22	 Recital 5 of Regulation (EC)  

No 320/2006.
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	 24. 	� I n  this  regard,  the impac t  assessment  merely  referred to  stud-
ies 23 which  have  ranked the  sugar-producing regions  accord-
i n g  to  t h e  co m b i n e d  p ro f i t a b i l i t y  o f  g rowe r s  a n d  p ro d u ce r s , 
categor is ing the regions  as :  low,  medium and high combined 
p ro f i t a b i l i t y.  Ta b l e  2  p rov i d e s  d e t a i l s  o n  t h e  r a n k i n g  a s  we l l 
a s  o n  t h e  l e ve l  o f  i n i t i a l  q u o t a s  o f  w h i t e  s u g a r.  T h e  r a n k i n g 
w a s  b a s e d  o n  2 0 0 1  d a t a  fo r  t h e  EU   s u g a r  i n d u s t r y.  H owe ve r, 
t h e  d a t a  h a d  n o t  b e e n  u p d a t e d  w h e n  t h e  Co m m i s s i o n  m a d e 
i ts  proposal  in  2005,  not withstanding that  cer ta in  s igni f icant 
changes had taken place,  such as increases in sugar beet yields 
in  Spain and the United K ingdom and producer  consol idat ion/
rat ional isat ion in  I re land. 

	 25. 	� Based on the prof i tabi l i t y  rank ing contained in  the impac t  as-
sessment,  given the unavai labi l i ty  of  more precise Commission 
data  on competit iveness  of  indiv idual  producers  or  sugar  fac -
tor ies,  the  ex tent  of  white  sugar  quotas  renunciat ion coming 
f ro m  p ro d u c e r s  i n  t h e  l ow  a n d  m e d i u m  p ro f i t a b i l i t y  re g i o n s 
is  used as  an indicator  of  the achievement  of  the target ing of 
the reform.  However,  as  these are  average f igures  they do not 
show the ex istence of  indiv idual  h igh prof i tabi l i t y  producers 
and/or  growers  in  low prof i tabi l i t y  areas  or  v ice  versa .

I N  T HE   F I R S T  T W O  Y E A R S  O F  T HE   R EF  O R M , 
T HE   E X P E C T E D  LEVEL      O F  V O LU N TA R Y  Q U OTA 
R E N U N C I AT I O N S  WA S  N OT  AC H I EVE   D

	 26. 	� I n  the  f i rs t  t wo years  of  the  refor m,  producers  voluntar i ly  re -
n o u n c e d  o n l y  2 , 2  m i l l i o n  t o n n e s  c o m p a r e d  t o  t h e  t a r g e t e d 
a m o u n t  o f  6  m i l l i o n  t o n n e s ,  d u e  t o  t h e  s l o w  u p t a k e  i n  t h e 
second year.  This  was a  c lear  indicat ion that  the incentives  of -
fered were not considered by the industr y as being suff ic iently 
attrac t ive  to  encourage abandonment  of  quota .

	 27. 	�A n essent ia l  e lement  which af fec ted the sugar  producers’ de -
c is ion  whether  or  not  to  accep t  quota  ab an don me nt  was  the 
uncer ta int y  sur rounding the  f inancia l  compensat ion of fered. 
I n  ef fec t  Member  States  could decide how much restruc tur ing 
a i d  wa s  gra nte d  to  p ro d u ce r s ,  s u b j e c t  to  at  l e a s t  1 0  %  b e i n g 
reser ved for  growers and machiner y contractors.  Producers did 
n o t  t h e re fo re  k n ow  at  t h e  t i m e  o f  a p p l y i n g  fo r  re s t r u c t u r i n g 
a id,  how much compensat ion they would receive.

23	 Update of impact assessment of 

22 June 2005, SEC(2005) 808.
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TA B LE   2
BREAKDOWN OF MEMBER STATES BY THEIR COMBINED PROFITABILIT Y 
ON SUGAR PRODUC TION

Member State Level of combined profitability1 Initial quota2 
(tonnes of white sugar) 

Ireland

Low 2 143 923
Greece

Italy

Portugal (mainland)

Czech Republic

Medium 2 923 655

Denmark

Spain

Latvia

Lithuania

Hungary

Slovenia

Slovakia

Finland

Belgium

High 12 895 381

Germany

France (metropolitan)

Netherlands

Austria

Poland

Sweden

United Kingdom

Other Member States3 Not included 604 114

TOTAL 18 567 073

1	 �Breakdown of Member States according to combined profitability which would affect their likely reduction in sugar 

production. (Table 3 in the Commission ‘Update of impact assessment’ [SEC(2003) 1022]).

2	 �The ‘Initial quota’ equals the initial quota allocated to Member States as per Annex III of Regulation (EC) No 318/2006 for 

marketing year 2006/07 together with additional quotas purchased in 2006/07 and 2007/08.

3	 �‘Other Member States’ includes Romania, Bulgaria, French overseas departments and the autonomous region of the 

Azores. 

S o u r ce :  The Commission (Unit C.5 of DG AGRI).
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	 28. 	�A n addit ional  fac tor  which may have inf luenced growers’ de -
c i s i o n  to  co nt i n u e  p ro d u c i n g  s u g a r  b e e t  wa s  t h e  l e ve l  o f  a i d 
which cont inued to  be avai lable.  The legis lat ion foresees  that 
in  Member States  that  renounced at  least  50 % of  quota an ad-
dit ional  payment  reta ined as  coupled a id  for  a  f ive -year  t ran-
s i t ionar y  per iod would be granted to  growers  remaining.  This 
coupled aid has  been granted in  the four  Member States,  c las-
s i f ied in  the low or  medium combined prof i tabi l i ty  categor ies, 
w h i c h  re n o u n ce d  t h at  l e ve l  o f  q u o t a s 2 4 a n d  i t  co n s t i t u te d  a n 
incent ive  for  those remaining growers  to  cont inue to  produce 
sugar  beet  for  the fol lowing f ive  years. 

	 29. 	� B eyond the  reasoning of  s ing le  op e rators ,  th e  d i f fe re n ce  b e -
t ween targeted and ac tual  renunciat ions  should  a lso  be ana -
lysed in  v iew of  the overal l  s ize  of  the renunciat ions  targeted. 
I t  w a s  u n l i k e l y  t o  b e  a  r e a l i s t i c  e x p e c t a t i o n  t h a t  a  s u b s t a n -
t ia l  quota  renunciat ion  of  roug h ly  30  %  of  th e  tota l  could  b e 
achieved only  v ia  voluntar y  choices  of  the producers  with the 
l o we s t  p ro d u c t i v i t y.  I n  e f fe c t ,  t h e  c o m b i n e d  t o t a l  q u o t a  fo r 
the producers  in  Member  States  c lass i f ied by the Commiss ion 
as  ‘ low ’ and ‘medium’ produc t iv i t y  was  5 ,1  mi l l ion tonnes,  i .e . 
less  then the  targeted reduc t i on .  Fur th e r more,  i f  a l l  o f  th e s e 
producers had renounced their  quotas,  sugar production would 
have ceased ent i re ly  in  13 Member  States.

	 30. 	�T he audit  found that in one MS the only producer,  which before 
the sugar  reform had under taken a  consol idat ion/rat ional isa-
t ion of  i ts  processing faci l i t ies  and defined itself  as  one of  Eur
ope’s  most  ef f ic ient  producers,  c losed down i ts  large,  modern 
and potential ly  eff ic ient  sugar factor y just i fy ing their  decis ion 
o n  t h e  r i s k  o f  t h e  l owe r  p r i c e s  re d u c i n g  t h e  s u p p l y  o f  s u g a r 
beet  to  an uneconomic  level .

24	 Greece, Hungary, Italy and Spain.
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25	 Council Regulation (EC)  

No 1260/2007 of 9 October 

2007 amending Regulation (EC) 

No 318/2006 on the common 

organisation of the markets in  

the sugar sector (OJ L 283, 

27.10.2007, p. 1).

F R O M  T HE   T H I R D  Y E A R  O F  T HE   R EF  O R M , KE  Y 
M O D I F I C AT I O N S  WE  R E  M A D E  …

	 31. 	�A  s  i n d i c a t e d  a b o ve,  t h e  vo l u n t a r y  re n u n c i a t i o n s  i n  t h e  f i r s t 
t wo mar ket ing years  2006/07 and 2007/08 were  less  than ex -
pec ted. 

	 32. 	� I n  order  to  achieve the overal l  6  mi l l ion tonnes target ,  in  2007 
the fol lowing key modifications were made to the restructuring 
fund 25:

(a ) 	 the share  of  restruc tur ing a id  for  sugar  producers  was  in-
creased and f ixed at  90 % of  the restruc tur ing a id  and,  to 
ensure that  affec ted growers were also compensated,  they 
were granted a  one - off  payment  of  237,50 euro per  tonne 
foregone;

(b) 	 c o m p a n i e s  r e n o u n c i n g  a t  l e a s t  1 3 , 5  %  o f  t h e i r  2 0 0 8 / 0 9 
q u o t a  we re  e xe m p t  f ro m  p a y i n g  t h e  2 0 0 7 / 0 8  t e m p o r a r y 
restruc tur ing amount  of  173,80 euro per  tonne on 13,5  % 
of  their  quota ; 

(c ) 	 a n  o b l i g ato r y  u n co m p e n s ate d  q u o t a  c u t  i n  2 0 1 0  wa s  a n -
n o u n c e d  i f  v o l u n t a r y  re n u n c i a t i o n s  we r e  i n s u f f i c i e n t  t o 
meet  the target .  Producers  which had not  renounced any 
of  their  quotas would be most affected by this  latter  meas-
ure.  Consequently,  such producers  a lso  had to  envisage a 
voluntar y  renunciat ion of  produc t ion.

… A N D  T HE   6 M I LL  I O N  TO N N E S  TA R GE  T  WA S 
L A R GEL  Y  AC H I EVE   D,  I N C LU D I N G  0,5  M I LL  I O N 
TO N N E S  O F  I S O GL U CO S E  A N D  I N U L I N  S Y R U P  …

	 33. 	�T h e s e  a m e n d m e n t s  a i m e d  at  a c h i e v i n g  t h e  d e s i re d  EU   s u g a r 
m a r k e t  b a l a n c e  t h ro u g h  a  6  m i l l i o n  t o n n e s  re d u c t i o n  o f  t h e 
produc t ion of  sugar,  i soglucose and inul in  syrup.  As  a  conse -
quence of  the changes introduced,  in 2008 and 2009 producers 
g ave  u p  a ro u n d  3 , 6  m i l l i o n  to n n e s  q u o t a s .  B y  2 0 0 9 ,  s o m e  8 0 
factories were closed and total  renunciations reached 5,77 mil-
l ion tonnes,  of  which 5 ,23 mi l l ion tonnes  re lates  to  the sugar 
q u o t a .  I s o g l u c o s e  p ro d u c e r s  re n o u n c e d  0 , 2 2  m i l l i o n  t o n n e s 
while inulin syrup producers renounced all  the quotas available 
corresponding to 0,32 mil l ion tonne production (detai ls  shown 
in  A n n e x  I I ) .  Thus,  the  need for  a  s igni f icant  f ina l  produc t ion 
cut  was  avoided. 
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… A LT H O U GH   Q U OTA S  WE  R E  A L S O  A B A N D O N E D 
BY  P R O D U C E R S  T H AT  WE  R E  N OT  T HE   LE  A S T 
CO M P E T I T I VE  

	 34. 	�T he Commission ser vices  conf i rmed that  af ter  the second year 
of  the restruc tur ing per iod,  i t  had become evident that  the re -
quired quota reduc tion could not be achieved only by the ces-
sat ion of  sugar  produc t ion by  the least  compet i t ive  fac tor ies 
in  regions  least  sui ted to  beet  cult ivat ion.  Therefore  a  st rong 
incent ive  was  created for  a l l  producers  to  renounce at  least  a 
cer ta in  percentage of  their  quota  in  order  to  reach the neces-
sar y  reduc t ion and to  enable  the sec tor  to  f ind a  new market 
balance.

	 35. 	�T  h e  a u d i t  f o u n d  c a s e s  o f  u n d e r t a k i n g s  w h i c h ,  c o n s i d e r i n g 
themselves amongst the most productive,  purchased additional 
sugar quotas and subsequently renounced those quotas,  mainly 
to  avo i d  t h e  r i s k  o f  a n  u n p a i d  q u o t a  c u t .  I n  Fra n ce,  G e r m a ny 
and Poland,  the producers’ representat ives inter viewed during 
t h e  a u d i t  s t a t e d  t h a t  t h e  m a i n  re a s o n  fo r  h av i n g  re n o u n c e d 
par t  of  their  quota was to reduce the r isk of  a f inal  uncompens
ated cut .

	 36. 	�F ur thermore, the renunciations per marketing year and Member 
State  indicate  that  quota  produc t i on  ab an don me nt  occur re d 
across  a l l  produc t iv i t y  categor ies  whereas  the in i t ia l  a im was 
to  create  an incent ive  for  the least  competit ive  sugar  produc-
ers  to  renounce their  quotas.

	 37. 	�O  ve ra l l ,  a l m o s t  6  m i l l i o n  to n n e s  o f  q u o t a  we re  re n o u n ce d  o f 
which 5 ,2  mi l l ion tonnes of  white  sugar.  Whi le  the propor t ion 
o f  a v a i l a b l e  s u g a r  p r o d u c t i o n  q u o t a  r e n o u n c e d  w a s  s i g n i f i -
cant ly  h igher  in  the  regions  con s i de re d to  h ave  low/me di um 
p ro d u c t i v i t y,  2 , 4  m i l l i o n  to n n e s,  i . e .  s o m e  4 7  %  re p re s e nt i n g 
19 % of  their  in i t ia l  quota ,  were abandoned by producers  with 
fac tor ies  located in  regions  considered by the Commiss ion to 
be most  competit ive  (see A n n e x  I I I ) .
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	 38. 	�T  h i s  s i t u a t i o n  c a l l s  i n t o  q u e s t i o n  t h e  e f f e c t i v e n e s s  o f  t h e 
m e a s u r e s  i n t r o d u c e d  t o  e n s u r e  t h e  f u t u r e  c o m p e t i t i v e n e s s 
o f  t h e  s u g a r  i n d u s t r y  f ro m  t h e  p e r s p e c t i ve  o f  t h e  p ro d u ce r s .  
I n  par t icu lar,  the  measures  introduced f rom thi rd  year  of  the 
re fo r m  we re  n o t  s u f f i c i e n t l y  t a rg e te d  to  a c h i e ve  t h e  d e s i re d 
objec t ive.

T HE   R EF  O R M  P R O V I D E D  I N C E N T I VE  S  TO  R E D U C E 
T HE   LEVEL      O F  Q U OTA S  A N D  AT  T HE   S A M E  T I M E 
A LL O C AT E D  A D D I T I O N A L  Q U OTA S 

	 39. 	�T he sugar reform introduced a wide range of mechanisms which 
sometimes conf l ic t  with each other.  One of  these is  the estab -
l ishment  of  the desi red level  of  quota  produc t ion.

	 40. 	�O  n  t h e  o n e  h a n d  t h e  re fo r m  e s t a b l i s h e d  a  re s t r u c t u r i n g  a i d 
to  provide incent ives  for  sugar  under tak ings  to  give  up thei r 
quota  produc t ion in  order  to  mainta in  market  stabi l i t y 26 and, 
on the other,  in order to ensure a smooth changeover given the 
WTO   r u l i n g  ( p a ra gra p h  5 )  t h e  re fo r m  s i m u l t a n e o u s l y  o f fe re d 
the same under tak ings  addit ional  quota  produc t ion tota l l ing 
up to  1 ,5  mi l l ion tonnes 27,  d iv ided as  fo l lows.

—	 Addit ional  sugar  quota:  sugar  under tak ings could request 
t h e  a l l o c a t i o n  o f  a d d i t i o n a l  s u g a r  q u o t a  u p  t o  a  g l o b a l 
amount  of  1 ,1  mi l l ion tonnes  paying a  one - off  amount  of 
7 3 0  e u ro  p e r  t o n n e  o f  a d d i t i o n a l  q u o t a  a l l o c a t e d.  S o m e 
1  mi l l ion tonnes were ac tual ly  purchased.

—	 Addit ional  isoglucose quota:  300 000 tonnes of  addit ional 
i soglucose quota  were a l located to  under tak ings  propor -
t ionately to the isoglucose quotas already held.  These add
i t ional  quotas  were a l located f ree of  charge.

—	 S u p p l e m e n t a r y  i s o g l u c o s e  q u o t a :  u n d e r t a k i n g s  i n  I t a l y, 
L ithuania and Sweden could request  the al location of  sup -
p l e m e n t a r y  i s o g l u c o s e  q u o t a  u p  t o  a  g l o b a l  a m o u n t  o f 
103  000 tonnes  paying a  one - of f  amount  of  730 euro  per 
t o n n e  o f  s u p p l e m e n t a r y  q u o t a  a l l o c a t e d.  To  t h e  d a t e  o f 
the audit  no producer  used the possibi l i ty  to purchase the 
supplementar y  quota .

26	 Regulation (EC) No 320/2006.

27	 Article 8 and 9 of Regulation (EC) 

No 318/2006.
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	 41. 	�W hile the mak ing avai lable of  addit ional  quotas could be justi-
f ied on grounds of  competit iveness  insofar  as  i t  was  a imed at 
the more eff icient producers,  i t  inevitably increased the overal l 
q u o t a  re d u c t i o n  re q u i re m e nt s  to  a c h i e ve  t h e  d e s i re d  m a r k e t 
balance. 

	 42. 	� In effect,  around 1 mill ion tonnes of additional sugar quota have 
been al located to under tak ings which paid a one -off  amount of 
730 euro per  tonne of  quota  a l located.  The audit  found cases 
of  under tak ings renouncing,  for  the equivalent  compensation, 
t h e s e  a d d i t i o n a l  s u g a r  q u o t a s  re ce n t l y  p u rc h a s e d,  m a i n l y  i n 
the second phase of  the reform to avoid the r isk  of  an unpaid 
q u o t a  c u t  a s  a n n o u n c e d  i n  2 0 0 7  ( s e e  p a r a g r a p h  3 2 ( c ) ) .  T h e 
amount  pa id  by  the  under tak i n g s  to  p urch as e  th e  addi t i on al 
quotas roughly corresponded to the amount they subsequently 
received to renounce them, with,  as a consequence,  that the f i -
nancial  impact  can be considered as broadly neutral .  However, 
there is  no rationale for increasing quotas on the one hand and 
subsequently  target ing their  reduc t ion on the other.  Fur ther-
more,  this  pol ic y  a lso had negative f inancial  consequences for 
the EU budget  as  expla ined hereunder. 

	 43. 	� I n  th is  regard,  whi le  300 000 tonnes  of  addit ional  i soglucose 
q u o t a  w e r e  a l l o c a t e d  t o  u n d e r t a k i n g s  f r e e  o f  c h a r g e ,  t h e 
s a m e  u n d e r t a k i n g s  we re  s u b s e q u e nt l y  p a i d  i n ce nt i ve s  to  re -
nounce their  quota.  By  2009,  i soglucose producers  renounced 
222  316   tonnes  of  produc t ion an d re ce i ve d re s t ruc tur i n g  a i d 
a s  c o m p e n s a t i o n  a t  a n  e s t i m a t e d  c o s t  o f  a r o u n d  9 7  m i l l i o n 
euro 28.  Consequently,  i t  can be concluded that  the reform paid 
under tak ings to renounce quotas  which were granted to them 
for  f ree.  The logic  of  inc luding those addit ional  quotas  f ree of 
c h a rg e  i n  t h e  s u b s e q u e nt  q u o t a  re d u c t i o n s  i s  f a r  f ro m  c l e a r. 
Fur thermore,  the addit ional  costs  incurred in  these decis ions 
cannot  be just i f ied.

28	 Isoglucose producers were 

eligible to the aid for partial 

dismantling (unless they dismantled 

the whole starch plants), hence 

the amount is given by the 

compensation aid multiplied per 

tonne renounced in the marketing 

year, i.e. 547,50 euro × 32 664 

renounced in 2007/08 + 468,75 euro 

× 60 568 tonnes renounced in 

2008/09 + 390,00 euro × 129 083 

renounced in 2009/10.
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T HE   M E A S U R E S  I N T R O D U C E D  H A D  A  L I M I T E D 
I M PAC T  O N  T HE   I N D I V I D UA L  CO M P E T I T I VE  N E S S  O F 
G R O WE  R S

	 44. 	�T h e  c o m p e t i t i ve n e s s  o f  s u g a r  b e e t  g rowe r s ,  i . e .  t h e i r  a b i l i t y 
to  del iver  sugar  beet  to  the  p roduce rs  at  comp e t i t i ve  p r i ce s , 
depends on whether  they can reduce their  sugar  beet  growing 
c o s t s  p e r  t o n n e  t o  k e e p  p a c e  w i t h  t h e  re d u c e d  s u g a r  p r i c e s 
s e t  b y  t h e  r e f o r m .  H o w e v e r,  w h i l e  t h e  r e f o r m s  t h r o u g h  t h e 
S ingle  Payment  Scheme par t ly  compensated the beet  growers 
for  the loss  of  revenue ar is ing f rom the s igni f icant  drop in  the 
m i n i m u m  p r i ce s  to  b e  p a i d  fo r  t h e  s u g a r  b e e t ,  t h e  m e a s u re s 
introduced had a  l imited impac t  on their  indiv idual  competi -
t iveness. 

	 45. 	� I ndeed,  for  se lec ted M ember  States  the  Commiss ion’s  impac t 
assessment examined the break- even price,  i .e.  the level  below 
which on average the grower decides to switch from sugar beet 
to  other  competing crops,  and highl ighted that  beet  growers 
in  the major i t y  of  those producing Member States  had a  break 
even signif icantly higher (see Tabl e  3 )  than the minimum price 
o f  a r o u n d  2 6  e u r o  p e r  t o n n e  s e t  f o r  s u g a r  b e e t  f r o m  O c t o -
ber  2009.

TA B LE   3
B r e a k do  w n  o f  s e l e ct  e d  M S  accordin     g  to  t h e  e stimat     e d 
av e ra g e  br  e a k - e v e n  pric    e  f or   su  g ar   b e e t  at  farm    l e v e l

Significantly higher than 25 euro/tonne Close to 25 euro/tonne

Member States Break-even price  
euro/tonne Member States Break-even price  

euro/tonne

Finland 44 Belgium/the Netherlands 30

Italy 42 Denmark 25

United Kingdom 40 France 26

Austria 40 Germany 30

Spain 36

Sweden 34

Greece 34
S o u r ce :  Based on Commission SEC(2005) 808, p. 11.
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	 46. 	�A ddit ional ly,  as  sugar beet cult ivation should be located in the 
v i c i n i t y  o f  t h e  f a c to r i e s  ( s e e  p a ra gra p h  1 ) ,  i t  i s  d i f f i c u l t  fo r  a 
grower  to  del iver  to  a  di f ferent  fac tor y  i f  the local  one c loses 
down.  Hence in  a  number  of  cases  even those growers  wi l l ing 
or  able to increase eff ic ienc y by,  for  instance,  increasing yields 
per hectare were deprived of the possibil ity to do so if  the local 
producer decided to close the plant.  The audit  identi f ied cases 
of  sugar factor ies closed by the producers due to the relat ively 
low capacity and obsolete technology even though the growers 
achieved the highest  y ie lds  of  sugar  beet  per  hec tare.

	 47. 	� I n  the c i rcumstances,  the reform proposals  did not  provide in-
centives  to increase the competit iveness  of  growers  intending 
to  remain in  the sec tor.

T HE   C U R R E N T  Q U OTA  S YS T E M  M A I N TA I N S  PA S T 
R I G I D I T I E S  A N D  CO N S T R A I N T S

	 48. 	�T he Cour t ’s  previous special  repor t on the sugar CMO (see para-
graph 18)  drew attent ion to the r igidit ies  l inked to the quotas 
s y s t e m  a n d  c o n c l u d e d  t h a t  ‘n a t i o n a l  q u o t a s  h ave  p re ve n t e d 
produc tion moving to the most  eff ic ient  areas’ 29,  ‘normal  com-
petit ive  forces  do not  operate and in  several  cases  sugar  com -
panies have been f ined for  abuses of  competit ion’ 30 and stated 
that the existence of  barr iers to entr y for new sugar beet grow-
ers  warranted considerat ion by the Commiss ion 31.

	 49. 	� I n  t h i s  re g a rd  a  2 0 0 4  Co m m i s s i o n  Co m m u n i c a t i o n 3 2 i n i t i a l l y 
p r o p o s e d  a  s u g a r  s e c t o r  r e f o r m  b a s e d  o n  a  u n i f o r m  c u t  i n 
quotas  and intended to  foster  quotas  t ransferabi l i t y  bet ween 
producers  in  the EU.  However,  th is  proposal  was  not  adopted 
because a majority of  Member States opposed the idea of intra-
Communit y  quota  t ransfers.

29	 Special Report No 20/2000, 

paragraph 72(d).

30	 Special Report No 20/2000, 

paragraph 83.

31	 Special Report No 20/2000, 

paragraph 23(d).

32	 COM(2004) 0499 final from 

the Commission to the Council 

and the European Parliament — 

Accomplishing a sustainable 

agricultural model for Europe 

through the reformed CAP — sugar 

sector reform.
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	 50. 	� I n  terms of  sugar  industr y  process ing ef f ic ienc y,  the mainten
ance of  r igidit ies and constraints incorporated into the current 
q u o t a  s y s t e m ,  i . e .  s u c h  a s  t h e  e s t a b l i s h m e n t  o f  q u a n t i t a t i ve 
q u o t a s  p e r  i n d i v i d u a l  g r o w e r  i n  c e r t a i n  M e m b e r  S t a t e s ,  t h e 
absence of  t radabi l i t y  of  quotas  and the  l imited poss ib i l i t ies 
for  their  transferabi l i ty,  results  in undue r igidity  of  production 
c a p a c i t y  a n d  re d u ce s  s co p e  fo r  b o t h  growe r s  a n d  p ro d u ce r s 
to  increase eff ic ienc y.  The audit  conf i rmed that  in  some of  the 
a u d i te d  M e m b e r  St ate s ,  q u o t a  re s t r i c t i o n s  h a m p e r  t h e  e n t r y 
of  poss ible  new growers  and del iver y  r ights  of  ex ist ing grow-
e r s  m a y  n o t  b e  c h a n g e d  w i t h o u t  t h e i r  c o n s e n t .  T h i s  e n t a i l s 
s igni f icant  constra ints  in  the sugar  produc t ion market . 

	 51. 	�W hi le  cer ta in  producers  attempted to  mit igate  this  constra int 
t h r o u g h  p r i v a t e  i n i t i a t i v e s ,  o v e r a l l  t h e s e  c o n s t r a i n t s  a r e  a 
l imi t ing fac tor  in  the appl icat ion of  the pr inciple  of  economic 
sustainabi l i ty  which the impac t  assessment considered should 
b e  i m p r o v e d  b y  ‘m o v i n g  a w a y  f r o m  t h e  p r i n c i p l e  o f  t h e  a p -
p o r t i o n m e nt  o f  t h e  p ro d u c t i o n  c a p a c i t y,  c u r re n t l y  b u i l t  i n to 
t h e  s u g a r  q u o t a  r e g i m e ,  t o w a r d s  a  m o r e  c o m p e t i t i v e ,  m o r e 
market- or ientated sec tor ’.

H A S  T HE   S U G A R  M A R KE  T  R EF  O R M  S TA B I L I S E D 
T HE   M A R KE  T S  A N D  G UA R A N T EE  D  T HE  
AVA I L A B I L I T Y  O F  S U G A R  S U P P L I E S ?

	 52. 	�O ne of  the objec t ives  of  the sugar  reform consisted in  stabi l -
i s i n g  t h e  m a r k e t s  a n d  g u a ra n te e i n g  t h e  av a i l a b i l i t y  o f  s u g a r 
suppl ies 33.  The Cour t  audit  examined the achievement  of  th is 
objec t ive.

P R I C E S  O N  T HE   E U  S U G A R  M A R KE  T  H AVE   B EE  N 
S TA B LE   TO  D AT E  A R O U N D  T HE   R EFE   R E N C E  P R I C E S

	 53. 	�T he audit  assessed the achievement  of  the market  balance for 
sugar  with reference to the need for  consumption to be in l ine 
w i t h  p r o d u c t i o n  a n d  i m p o r t s  m i n u s  e x p o r t s  a n d  fo r  m a r k e t 
pr ices  to  correspond to  reference pr ices.

33	 The availability of supplies 

and stability of markets is a CAP 

objective which is laid down in 

Article 39 of the Treaty of the 

Functioning of the Union (so-called 

Lisbon Treaty), previously Article 33 

of the EC Treaty, and therefore 

applies to the sugar CMO as well.
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	 54. 	�T he  audit  concluded that  dur ing the  f i r s t  three  years ,  the  EU 
sugar  market  was stable ;  as  shown in G ra p h  3 ,  pr ice data indi-
cate  that  the  mar kets  have  been stable  around the  reference 
pr ice  s ince the star t  of  the reform.

G UA R A N T EE  I N G  T HE   AVA I L A B I L I T Y  O F  S U P P LY: 
T HE   LEVEL      O F  P R O D U C T I O N  Q U OTA S  I S  B EL O W  E U 
CO N S U M P T I O N  A N D  E U  I S  N O W  A  N E T  I M P O R T E R

	 55. 	�T he sugar market was subjected to the twin effects of increased 
i m p o r t s  a n d  re d u c e d  p o s s i b i l i t i e s  fo r  s u b s i d i s e d  e x p o r t s .  I n 
ef fec t ,  f rom 1 Oc tober  2009 onwards,  there  are  no longer  any 
quantitat ive restr ic t ions imposed on impor ts  f rom least  devel-
oped countr ies  (LDC ’s)  which benef i t  f rom the Ever ything But 
Arms (EBA)  in i t iat ive.

p R I C E S  F O R  WH  I T E  S U G A R  durin     g  t h e  r e f orm 
G R A P H  3

Notes:	 1	A verage price for white sugar within the Community, communicated by EU sugar producers and refiners (ex-
		  work prices for homogeneous granulated crystal, standard quality, in bulk or big bags).
	 2	R eference price as stated in Council Regulation (EC) No 318/2006.
	 3	Q uoted future prices on London Liffe market (white sugar of standard quality, free on board ship and stowed).
S o u r ce : 	 (1-2)	T he Commission (Unit C.5 of DG AGRI).
	 ( 3) 	 L’économie sucrière 2010 and monthly statistics — ONIGC France Agrimer.
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	 56. 	�T h e re fo re ,  t h e  l e ve l  o f  i n te r n a l  p ro d u c t i o n  re q u i re d  to  m e e t 
t h e  EU   n e e d s  h a s  b e c o m e  t h e  k e y  m a r k e t  s t a b i l i s i n g  f a c t o r. 
The reform targeted and mainly  achieved the required reduc -
t ion in internal  production via quota renunciation,  but this  has 
changed the EU market supply from a level  of  sugar production 
s ignif icantly  above the internal  consumption to a  level  of  pro -
duction markedly below consumption,  the EU thus becoming a 
net  impor ter,  EU produc t ion cover ing 85  % of  i ts  consumption 
(see G ra p h  4 ) .

	 57. 	�F uture increase in impor ts would have an adverse impact on the 
balance of  the EU sugar  market  and the Commission may have 
to  make use  of  i ts  withdrawal  mechanism to  again  reduce EU 
producers’ quotas,  thus fur ther reducing the EU’s sugar produc-
tion capacity and l ikely result ing in additional  factor y closures. 
I t  i s  impor tant  to  note  that  the lead- in  t ime to  br ing produc -
t ion capaci t y  on st ream is  re lat ive ly  long and that ,  g iven the 
high capita l  costs,  once capacit y  is  reduced i t  i s  unl ikely  to  be 
recovered in  the shor t  term.

E U  su  g ar   production           and    consumption           f rom    2001/02  
to  2008/09

G R A P H  4

N o t e :  Year 2006/07 (EU-25/27) has 15 months.

S o u r ce :  The Commission (Unit C.5 of DG AGRI).
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	 58. 	�T hus,  the EU has become more dependent on impor ts  for  what 
is  a strategic product for the agri-food and chemical  industr ies, 
whi le  new uses  for  sugar,  such as  bioethanol ,  p lace increased 
demand on suppl ies .  I n  addit ion,  there  i s  increased volat i l i t y 
of  the world market where supplies are dominated by a l imited 
number  of  expor t ing countr ies. 

	 59. 	�T he avai lable data suggests  that  the future avai labi l i ty  of  sup -
p l i e s  a n d  EU   m a r k e t  s t a b i l i t y  w i l l  d e p e n d  u p o n  f a c t o r s  s u c h 
as :

(a) 	 whether producers wil l  be able to pay growers a suff icient-
ly  h igh pr ice  for  them to be wi l l ing to  cont inue to  supply 
sugar  beet ;

(b) 	 to  what  ex tent  thi rd  countr ies  with  which the EU has  con-
cluded bi lateral  t rade agreements  wi l l  f ind i t  attrac t ive  to 
expor t  their  sugar  to the EU.  This  depends upon many fac-
tors,  such as world sugar prices,  transpor t costs,  the cost of 
cult ivating other crops,  etc,  and entails  greater uncer tainty 
in  the supply  of  sugar  to  the EU market .

D EL O C A L I S AT I O N  R I S K

	 60. 	�T he increased r ights of  access from third countries also provide 
an  incent ive  for  producers  to  i nve s t  i n  th os e  th i rd  countr i e s . 
This  increases  therefore the r isk  of  displacement of  cer ta in  EU 
produc t ion fac i l i t ies  which would increase EU dependenc y on 
impor ts and would possibly have negative effects on the social 
fabr ic  of  the EU areas  af fec ted.

	 61. 	�T h e  Co u r t  n o te s  t h a t  a t  l e a s t  t h re e  EU   p ro d u ce r  g ro u p s  t h a t 
received aid by renouncing quotas  and c losing down fac tor ies 
in the EU have invested in sugar production faci l i t ies  or  s igned 
commercial  agreements  in  third countr ies  to  which the EU has 
granted trade concessions.  Some producers  have therefore re -
a c te d  to  q u o t a  re d u c t i o n s  w i t h i n  t h e  EU   by  i m p o r t i n g  s u g a r 
f rom outs ide the EU.
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B E N EF  I T I N G  F R O M  S U G A R  P R I C E  R E D U C T I O N S

	 62. 	�T he reform is designed to reduce prices of sugar by up to 36 % 34 
and indeed the pr ice of  sugar  in  the EU has been fol lowing the 
re d u c t i o n s  i n  i t s  re fe re n ce  p r i ce.  G r a p h  3  s h owe d  t h e  d ow n -
ward trend in  sugar  pr ices  s ince the star t  of  the reform.

	 63. 	�O  n e  o f  t h e  o b j e c t i ve s  o f  t h e  co m m o n  a gr i c u l t u ra l  p o l i c y 3 5 i s 
to  ensure that  suppl ies  reach consumers  at  reasonable  pr ices. 
C o n s u m e r  p r i c e  fo r m a t i o n  i s  a  c o m p l e x  p r o c e s s  w i t h  p r i c e s 
being inf luenced not  only  by the cost  of  the raw mater ia l  but 
also by other parameters such as energy and labour costs.  Con-
sequent ly  i t  i s  ver y  d i f f icu l t  to  de te r mi n e  to  wh at  ex te nt  th e 
r e d u c t i o n  i n  t h e  r e f e r e n c e  p r i c e  o f  b u l k  s u g a r  s o l d  b y  p r o -
d u c e r s  w i l l  i m p a c t  o n  t h e  p r i c e  p a i d  b y  t h e  f i n a l  c o n s u m e r. 
The  Commiss ion st ressed the  need ‘ to  ensure  that  downward 
movements in commodity pr ices are transmitted to consumers 
without  delay ’ 36.  Nonetheless ,  s tudies 37 car r ied out  on behal f 
of  the Commission indicate that reductions in the pr ice of  bulk 
sugar are unl ikely to be passed on to the f inal  consumer.  In the 
case of  processed produc ts,  which account  for  over  t wo thirds 
of the sugar consumption, most of the cost savings due to price 
reductions wil l  be added to the profit  margin of  industr ial  pro-
ducers 38;  in  the case  of  the  reta i l  sugar  pr ice,  which accounts 
for  the remaining one third of  consumption,  pr ice transmission 
is  af fec ted by the concentrat ion of  d istr ibut ion net works 39.

	 64. 	�F u r t h e r m o r e ,  fo l l o w i n g  t h e  r e f o r m ,  p r o d u c t i o n  h a s  b e c o m e 
even more concentrated such that  75 % of  the EU internal  pro -
duc t ion is  now produced by only  s ix  industr ia l  groups of  com-
panies.

34	 36 % being the difference 

between the pre-reform 

intervention price and the post-

reform reference price.

35	 Article 39 of the Treaty of the 

Functioning of the Union (previously 

Article 33 of the EC Treaty).

36	 Communication from the 

Commission to the European 

Parliament, the Council, the 

European Economic and Social 

Committee and the Committee 

of the Regions on ‘Food Prices in 

Europe’ — COM(2008) 821 Final.

37	 The ‘Evaluation of the Common 

Organisations of the Markets in the 

Sugar Sector’ carried out by the 

Netherlands Economic Institute and 

a study on ‘Price transmission in 

the agri-food sector’ carried out by 

AgraCEAS Consulting Ltd.

38	 ‘It should be remarked that sugar- 

containing products generally show 

a low price elasticity of demand. 

Industrial producers of these 

products will not be very concerned 

about a price increase of sugar, 

because they can pass on the higher 

costs to the final consumer without 

a large drop in sales volume. They 

will generally favour a decrease 

of the sugar price, because this 

enables them to add most of the 

cost savings to their profit margin. 

There will be no strong incentive to 

pass on these savings to the final 

consumer.’ Source: ‘Evaluation of 

the Common Organisation of the 

Markets in the Sugar Sector’ by the 

Netherlands Economic Institute, 

p. 76.

39	 ‘Cost differences in the sugar distribution and retailing among Member States are caused by 

differences in market structure (the existence of monopolistic or monopsonistic-type markets, 

the (ab)use of market power), and the (macro)economic and policy environment. Differences 

are reflected in different transport costs, labour costs, investment costs, value added and profit 

taxes, etc, which together make up the cost side of the distribution and retail sector. These 

cost differences will be reflected in differences in retail market prices.’ Source: ‘Evaluation of the 

Common Organisation of the Markets in the Sugar Sector’ by the Netherlands Economic Institute, 

p. 77. 
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H AVE   T HE   S P E C I F I C  I N S T R U M E N T S / M E C H A N I S M S 
B EE  N  S U CC E S S F U L  I N  A D D R E S S I N G  A N D 
A LLEV    I AT I N G  T HE   A D A P TAT I O N  P R O B LE  M S 
R EL  AT E D  TO  R EF  O R M ? 

	 65. 	�T he legis lat ive  f ramework sets,  amongst  others,  the objec t ive 
of  ensur ing a  fa i r  s tandard of  l iv ing for  the  agr icul tura l  com-
munit y 40. 

	 66. 	� I t  w a s  a n t i c i p a t e d  t h a t  t h e  a b a n d o n m e n t  o f  s u g a r  b e e t  p ro
d u c t i o n  a n d  t h e  c l o s i n g  d ow n  o f  f a c to r i e s  re l a te d  to  t h e  re -
structuring measures would have an impor tant direct and indir
ec t  soc ia l  impac t  on  the  agr icu l tura l  communit y  and regions 
c o n c e r n e d .  T h e  i m p a c t  a s s e s s m e n t  p r e d i c t e d  a  s i g n i f i c a n t 
n u m b e r  o f  j o b  l o s s e s  i n  t h e  re gi o n s  co n ce r n e d,  e s t i m ate d  at 
at  least 4 500 agricultural,  24 500 industr ial  and 49 000 indirect 
jobs 41.

	 67. 	�C o n s e q u e n t l y,  t h e  l e gi s l a t i o n  p rov i d e d  fo r  t h e  re s t r u c t u r i n g 
f u n d  t o  f i n a n c e  s p e c i f i c  i n s t r u m e n t s / m e c h a n i s m s  —  i . e .  r e -
s t ruc tur ing a id,  d ivers i f icat ion  a i d,  an d t ran s i t i on al  a i d  — to 
face and al leviate the adaptation problems,  thereby contr ibut-
ing to  a  fa i r  s tandard of  l iv ing for  the agr icultural  communit y 
involved in  the sugar  sec tor. 

	 68. 	�T he audit  examined these instruments/mechanisms as detai led 
in  the fol lowing sec t ions.

R E S T R U C T U R I N G  A I D  TO  P R O D U C E R S  A N D  T HE  I R 
S O C I A L  A N D  E N V I R O N M E N TA L  CO M M I T M E N T S

	 69. 	�P ro d u ce r s  w h o  a b a n d o n e d  q u o t a  p ro d u c t i o n  a n d  re n o u n ce d 
the quotas  concer ned were  ent i t led to  restruc tur ing a id,  ca l -
culated as  a  f ixed amount  per  tonne of  renounced quota 42.  I n 
the case of  sugar- quota renunciations,  producers were granted 
roughly 90 % of  the restructur ing aid 43,  the rest  being reser ved 
for  sugar  beet  growers  and m ach i n e r y  cont rac tors .  S i m i l ar l y, 
inulin syrup producers were granted 90  % of the aid.  Isoglucose 
producers renouncing their  quota were entit led to 100  % of the 
restruc tur ing a id  compensat ion.

40	 Recital 2 of Regulation (EC)  

No 318/2006.

41	 Similarly, the July 2003 ‘Study to 

assess the impact of future options 

for the future reform of the sugar 

CMO’ carried out by EUROCARE 

estimated the secondary jobs 

connected to sugar factories as 

being twice the number of direct 

jobs.

42	 Article 3(5) of Regulation (EC)  

No 320/2006.

43	 It should be noted that 

Article 3(6) of Regulation  

(EC) No 320/2006 provided for ‘at 

least 10 %’ until it was changed 

into ‘10’ by Regulation (EC) 

No 1261/2007.
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	 70. 	� Sugar  produc tion within the EU is  rather  concentrated,  so that 
the distr ibution of  the restruc tur ing aid is  l imited.  In  the eight 
Member States visited 45 factories were closed down, receiving 
restruc tur ing aid of  around 2,1  bi l l ion euro as  a  compensat ion 
f o r  t h e  r e n u n c i a t i o n  o f  r o u g h l y  3 , 7  m i l l i o n  t o n n e s  o f  s u g a r 
quota  ( A n n e x  I V ) .

	 71. 	�P roducers  that  gave up their  quota  produc t ion were required 
to respect their  social  and environmental  commitments.  In this 
regard,  the governing regulations foresaw that  the application 
fo r  r e s t r u c t u r i n g  a i d  s h o u l d  i n c l u d e  ‘a  s o c i a l  p l a n  d e t a i l i n g  
the  ac t ions  p lanned in  par t icu lar  with  respec t  to  re - t ra in ing, 
r e d e p l o y m e n t  a n d  e a r l y  r e t i r e m e n t  o f  t h e  w o r k f o r c e  c o n -
cerned’ 44.

Wi d e  v a r i a t i o n s  i n  t h e  r e s t r u c t u r i n g  a i d  n e t  o f  d i r e c t  d i s -
m a n t l i n g  c o s t

	 72. 	�R estructuring aid was not intended and did not reimburse only 
the direct  cost  of  dismantl ing factor ies.  According to the Com-
mission,  the aid was also intended to meet the economic,  social 
a n d  e nv i ro n m e nt a l  co n s e q u e n ce s  l i n k e d  to  q u o t a  re d u c t i o n . 
The audit  examined the relationship between restructuring aid 
granted to  producers  in  the audited M ember  States  and their 
budgeted direct  c losure costs,  i .e.  c losure costs  excluding pos-
s ib le  quotas  va lor isat ion .  The  audit  ident i f ied  that  there  was 
n o  c l e a r  d e f i n i t i o n  o f  w h i c h  c o s t s  h a d  t o  b e  i n c l u d e d  i n  t h e 
Restructuring Plans and that the costs budgeted were not com-
parable amongst  Member States.  Consequently,  the data avai l -
able  indicate  ver y  wide var iat ions  ranging f rom a  net  surplus 
of  390 euro per  tonne renounced compared to  the net  c losure 
costs  to  a  net  def ic i t  of  226 euro per  tonne ( A n n e x  I V ) .

44	 Article 4(3)(f ) of Regulation (EC) 

No 320/2006.
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I n a d e q u a t e  m o n i t o r i n g  o f  s o c i a l  o b l i g a t i o n s

	 73. 	�A s  a  result  of  the reform,  some 80 fac tor ies  were c losed across 
the  EU.  M ember  States  were  not  required by  the  Commiss ion 
to  repor t  on  the  d i rec t  soc ia l  i mp ac t  of  th e  p roduc t i on  f ac i l -
i t y  d i s m a n t l e m e n t .  Th e  a u d i t  fo u n d  t h a t  s u c h  i n fo r m a t i o n  i s 
not  cons istent ly  ava i lable  to  the  Commiss ion and there  i s  no 
comprehensive data  on the impac t  of  quota  renunciat ions  on 
the local  economies,  on how many jobs were lost  or  alternative 
employment  of  the staf f  previously  employed at  the fac tor ies 
w h i c h  we re  d i s m a n t l e d.  Th i s  h a m p e r s  t h e  a s s e s s m e n t  o f  t h e 
overal l  ef fec t  of  the reform on the regions  concerned.

D e l a y s  i n  e n v i r o n m e n t a l  o b l i g a t i o n s

	 74. 	�T he c losure  of  produc t ion fac i l i t ies  a lso  entai ls  ser ious  envir
o n m e n t a l  c h a l l e n g e s ,  h e n c e  t h e  g o ve r n i n g  re g u l a t i o n s  p ro -
v i d e  t h at  t h e  c l o s u re  o f  p ro d u c t i o n  f a c i l i t i e s  i s  a cco m p a n i e d 
by appropriate measures to dismantle production faci l it ies and 
restore  the  envi ronmental  condit i on of  the  fac tor y  s i tes .  The 
audit  found,  however,  that  there  were cases  of  ser ious  delays 
and increas ing uncer ta int y  as  re g ards  th e  t i me ly  comp l i an ce 
of  the producers  with those environmental  obl igat ions.  I n  De -
cember 2009 the Commission amended the legislat ion to al low 
for  an ex tension of  the deadl ines  unt i l  S eptember  2011 45.

R E S T R U C T U R I N G  A I D  TO  G R O WE  R S  A N D  M AC H I N E R Y 
CO N T R AC TO R S  A FFE   C T E D  BY  T HE   R E N U N C I AT I O N S

	 75. 	� In  the case of  sugar- quota renunciat ion,  which covers  the vast 
major i t y  of  quota renunciat ion,  a  par t  of  the restruc tur ing a id 
(at  least  10  % unt i l  2007,  10  % f rom 2007 onwards)  was  to  be 
reser ved for  sugar  beet  growers  af fec ted by the renunciat ions 
and machiner y contractors who provided them with special ised 
ser v ices 46.  S imi lar ly,  a  par t  of  the a id  was  reser ved for  chicor y 
growers  af fec ted by inul in  syrup quota  renunciat ions.  On the 
other hand, no aid was reser ved for maize growers when isoglu-
cose producers renounced their  quota.  The al locations were de -
cided upon by the national  authorit ies  fol lowing consultat ions 
with representatives of  growers and,  where they existed 47,  con-
trac tors .  I n  2007 a  one - of f  payment  of  237,50  euro per  tonne 
foregone was granted 48 to  the af fec ted growers,  which const i -
tuted the l ion’s  share  of  the compensat ion they received.

45	 Commission Regulation (EU)  

No 1204/2009 of 4 December 2009 

amending Regulation (EC)  

No 968/2006 laying down detailed 

rules for the implementation of 

Council Regulation (EC)  

No 320/2006 establishing a 

temporary scheme for the 

restructuring of the sugar industry 

in the Community (OJ L 323, 

10.12.2009, p. 64).

46	 Article 3(6) of Regulation (EC) 

No 320/2006, as amended by 

Regulation (EC) No 1261/2007.

47	 In Poland, there was no 

association of machinery 

contractors, so the national 

authorities selected three 

contractors for consultations.

48	 Regulation (EC) No 1260/2007.
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D I VE  R S I F I C AT I O N  A I D

	 76. 	�A s  a  result  of  the reform,  some 80 sugar  fac tor ies  were c losed. 
Sugar factories have a strong terr itor ial  l ink with the surround-
ing communit y.  Par t icular ly  when the fac tor ies  are  located in 
r e m o t e  a n d  d i s a d v a n t a g e d  a r e a s ,  t h e i r  c l o s u r e  c a n  p r o v o k e 
s igni f icant  negat ive  consequences  for  the socia l  fabr ic  of  the 
areas  af fec ted.

	 77. 	�T here is  no legal  definit ion as to who is  included in the concept 
of  ‘agr icultural  communit y ’.  Nonetheless  i t  i s  assessed that  as 
a  re s u l t  o f  t h e  s u g a r  re fo r m ,  t h e  w i d e r  l o c a l  co m m u n i t y  w a s 
a f f e c t e d  r a t h e r  t h a n  j u s t  t h e  k e y  s t a k e h o l d e r s  o f  t h e  s u g a r 
sec tor,  which were earmarked in  the regulat ion to  receive the 
a id  (producer  and i ts  employees,  growers,  machiner y  contrac-
tors) . 

	 78. 	�T he legislation provided for aid,  amounting to 675 mil l ion euro, 
to  e n co u ra g e  t h e  d e ve l o p m e n t  o f  a l te r n a t i ve s  to  s u g a r  b e e t 
and sugar  produc t ion in  regions  af fec ted by the restruc tur ing 
o f  t h e  s u g a r  i n d u s t r y  ( s e e  b r e a k d o w n  b y  M e m b e r  S t a t e s  i n 
A n n e x  V ) . 

—	 The aid for diversif ication49 is  primari ly to f inance measures 
intended to  be ident ical  to  those suppor ted under  Axis  1 
and Axis  3  on suppor t  by  the European Agr icultura l  Fund 
f o r  R u r a l  D e v e l o p m e n t 5 0.  Ty p i c a l l y  t h e s e  w o u l d  f i n a n c e 
s p e c i f i c  p ro j e c t s  t o  i n c re a s e  t h e  c o m p e t i t i ve n e s s  o f  t h e 
agr icultural  and forestr y  sec tor,  to  improve the qual i t y  of 
l i fe  in  rural  areas  or  to  divers i fy  the rural  economy.

—	 An addit ional  a id for  divers i f icat ion 51 is  granted to a  Mem-
ber State once the quota renunciations are above 50 %, and 
is  increased when the percentage is  h igher.  The a id  could 
be  granted in  the  same way  as  d i ve rs i f i cat i on  a i d  or  may 
be paid direc t ly  to  growers.

	 79. 	� M e m b e r  S t a t e s  w h i c h  d e c i d e  t o  g r a n t  a i d  fo r  d i ve r s i f i c a t i o n 
shall  establish national restructuring programmes detail ing the 
divers i f icat ion measures  to  be under taken in  the regions  con-
cerned and inform the Commiss ion of  these programmes.  The 
Commiss ion is  not  requested to  approve the programmes.

49	 Article 6 of Regulation (EC)  

No 320/2006.

50	 Council Regulation (EC)  

No 1698/2005 of 20 September 2005 

on support for rural development by 

the European Agricultural Fund for 

Rural Development (EAFRD)  

(OJ L 277, 21.10.2005, p. 1).

51	 Article 7 of Regulation (EC)  

No 320/2006.
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	 80. 	�T  h e  a n a l y s i s  o f  t h e  n a t i o n a l  re s t r u c t u r i n g  p l a n s  e s t a b l i s h e d 
by  the  M ember  States  indicate  th at  th e  a l locat i on  of  d i ve rs i -
f i c a t i o n  a i d  w a s  b a s e d  o n  a  w i d e  v a r i e t y  o f  c r i te r i a  b e t we e n 
Member  States,  as  shown in  A n n e x  V I .

	 81. 	�A ddit ional ly,  the Cour t  noted delays  in  cer ta in  Member  States 
in the implementation of  these measures,  intended to develop 
a l t e r n a t i v e s  t o  s u g a r  b e e t  g r o w i n g  a n d  s u g a r  p r o d u c t i o n , 
t h at  h ave  ye t  to  b e co m e  f u l l y  o p e rat i o n a l .  Th i s  d e l ay  c a u s e d 
a   t i m e  l a g  o f  s e ve ra l  ye a r s  b e t we e n  f a c to r y  c l o s u re  a n d  e co -
n o m i c  a l t e r n a t i ve s  b e i n g  o p e r a t i o n a l ,  i f  a t  a l l .  I n  D e c e m b e r 
2 0 0 9  t h e  C o m m i s s i o n  a m e n d e d  t h e  l e g i s l a t i o n  t o  a l l o w  f o r 
an ex tension of  the  deadl ine  to  implement  the measure  unt i l 
September  2011 52. 

	 82. 	� M oreover,  the  Commiss ion has  n o  ove r v i e w of  th e  i mp ac t  on 
regions  a f fec ted of  the  d ivers i f i cat i on  a i d,  a l th oug h  M e mb e r 
S t a t e s  a r e  r e q u i r e d  t o  c o m m u n i c a t e  t o  t h e  C o m m i s s i o n  a n -
n u a l  p ro gre s s  re p o r t s  co n ce r n i n g,  i nte r  a l i a ,  t h e  n at i o n a l  re -
st ruc tur ing programmes 53.  Howe ve r,  th e  Commi s s i on  h as  n ot 
establ ished procedures  to  systematical ly  review and evaluate 
this  information 54. 

T R A N S I T I O N A L  A I D  TO  F U LL   T I M E  R EF  I N E R S

	 83. 	�T h e  l e gi s l a t i o n  p rov i d e d  fo r  a  t r a n s i t i o n a l  a i d  to  b e  g r a n te d 
to  fu l l  t ime ref iners  (150 mi l l ion euro)  so  as  to  a l low them to 
adapt to the restructur ing of  the sugar industr y 55.  Ful l -t ime re -
f iners  mean production units  which ref ined impor ted raw cane 
s u g a r  e i t h e r  a s  t h e i r  s o l e  a c t i v i t y  o r  a b ove  a  c e r t a i n  t h re s h -
old 56.

	 84. 	�T hese a ids  were not  par t  of  the Commiss ion’s  in i t ia l  proposals 
b u t  we re  s u b s e q u e nt l y  i nt ro d u ce d  a f te r  Co u n c i l  d i s c u s s i o n s. 
Th e  a i d  wa s  p a i d  to  a  ve r y  l i m i te d  n u m b e r  o f  re f i n e r s  ( s e ve n 
i n  to t a l )  fo r  a m o u nt s  va r y i n g  f ro m  1 , 5  to  9 4  m i l l i o n  e u ro  p e r 
ref iner y.

52	 Regulation (EU) No 1204/2009.

53	 Article 24 of Regulation (EC)  

No 968/2006.

54	 The only checks carried out by 

the Commission in the Member 

States are those of the Clearance of 

Account unit of DG AGRI on their 

compliance with Regulations.

55	 Article 8 of Regulation (EC)  

No 320/2006.

56	 Article 2 of Regulation (EC)  

No 320/2006.
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	 85. 	�T he audit  found no evidence that  the aid was based on a  tech-
n i c a l  a ss e s s m e nt  o f  t h e  n e e d s  o f  re f i n e r s  a n d  t h at  t h e  c a l c u -
l at io n  o f  t he  a m ou nts  o f  a id  wa s  b as e d  on  ob j e c t i ve  c r i te r i a . 
Fur ther more,  the  vagueness  of  the  objec t ives  to  be  achieved 
(adapt  to  the restruc tur ing of  the sugar  industr y) 57 and of  the 
actions which could be included in the business plan to receive 
the aid ( including contr ibutions to operational  costs  and other 
provisions considered to be necessar y) 58 makes it  impossible to 
evaluate  the ef f ic ienc y or  ef fec t iveness  of  the a id.  I ndicat ions 
are  that  the a id  was  mainly  of  the nature  of  compensat ion for 
f u l l - t i m e  re f i n e r s  o f  i m p o r t e d  r a w  c a n e  s u g a r  fo r  t h e  f u t u re 
loss  of  their  monopoly  in  raw sugar  impor ts.  The Commiss ion 
regulation merely refers  to the loss of  ‘cer tain benefits’ 59 which 
were previously  held.

	 86. 	� I n  most  of  the MS concerned there is  only  one potent ia l  bene
f ic iar y.  This  pre - empted the legis lat ive provis ion that  Member 
S t ate s  s h a l l  gra nt  t h e  a i d  o n  t h e  b a s i s  o f  o b j e c t i ve  a n d  n o n - 
discr iminator y  cr i ter ia 60.

T HE   CO S T  O F  T HE   S U G A R  R EF  O R M

I T  I S  L I KEL  Y  T H AT  A N  A M O U N T  W I LL   B E  AVA I L A B LE  
I N  T HE   R E S T R U C T U R I N G  F U N D  TO  B E  A S S I G N E D  TO 
T HE   E AGF

	 87. 	�A ccording to the legis lat ive provis ions 61 ‘any amount that  may 
b e  av a i l a b l e  i n  t h e  re s t r u c t u r i n g  f u n d  a f t e r  t h e  f i n a n c i n g  o f 
the  expenditure  re fer red to  in  p aragrap h  2  s h a l l  b e  as s i gn e d 
to  the EAGF.’

	 88. 	�T he low rate of  quota renunciat ions,  par t icular ly  in  the second 
ye a r  o f  t h e  re fo r m ,  re s u l te d  i n  m o re  i n co m e  f ro m  te m p o r a r y 
restruc tur ing amounts  than had been ant ic ipated by the Com-
miss ion.  Any funds remaining in  the restruc tur ing fund when 
i t  i s  c losed in  September  2012 wi l l  be  ass igned to  the EAGF.  I t 
is  currently est imated that around 640 mil l ion euro wil l  remain 
avai lable.

57	 Article 8 of Regulation (EC)  

No 320/2006.

58	 ‘Investments, dismantling of 

production facilities, contributions 

to operational costs, provisions 

for depreciation of equipment 

and other provisions considered 

to be necessary in order to adapt 

to the new situation’ (Article 15 of 

Regulation (EC) No 968/2006).

59	 Regulation (EC) No 968/2006 

implementing Regulation (EC)  

No 320/2006, Recital 10: ‘In order to 

make it easier for full-time refiners 

who have lost certain benefits 
which they held under Council 

Regulation (EC) No 1260/2001 

of 19 June 2001 on the common 

organisation of the markets in the 

sugar sector to adapt to the new 

situation following the entry into 

force of Regulation (EC) No 318/2006 

of 20 February 2006 on the common 

organisation of the markets in the 

sugar sector, Regulation (EC) No 

320/2006 introduces a transitional 

aid allocated in those Member 

States where refiners within the 

meaning of Regulation (EC) No 

1260/2001 were established in the 

past.’

60	 Article 8(3) of Regulation (EC)  

No 320/2006.

61	 Article 1 of Regulation (EC)  

No 320/2006.
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OT HE  R  FAC TO R S  A FFE   C T I N G  T HE   O VE  R A LL   CO S T

	 89. 	�W hen i t  proposed the  refor m,  th e  Commi s s i on  e s t i mate d th e 
c o s t  t o  t h e  EU   b u d g e t  o f  t h e  s u g a r  C M O  fo r  t h e  s e ve n  ye a r s 
f ro m  2 0 0 7  t o  2 0 1 3  a t  1 0 , 7  b i l l i o n  e u ro 6 2.  Th i s  i s  e q u a l  t o  a p -
proximately  seven t imes the expenditure  of  the sugar  CMO in 
2 0 0 6 .  O n  t h i s  b a s i s ,  t h e  Co m m i s s i o n  s t ate d  t h at  t h e  ex p e n d
i ture  included in  the agr iculture  sec t ion of  the budget  would 
equal  that  of  the previous  CMO 63.

	 90. 	� H owe ve r,  t h e  Co u r t  n o te s  t h at  t h e re  a re  t wo  o t h e r  i s s u e s  re -
l a t e d  to  t h e  s u g a r  m a r k e t  w h i c h  i m p a c t  t h e  EU   b u d g e t  fo r  a 
total  of  1,2 bi l l ion euro,  although they are not directly charged 
to  the agr icultural  sec t ion of  the budget :

(a) 	 t h e  p ro d u c t i o n  l e v y 6 4 t h at  a m o u nte d  to  4 9 8  m i l l i o n  e u ro 
in  2006 was  abol ished and replaced by  a  f lat- rate  charge 
o f  1 2  e u ro  p e r  t o n n e.  H o we ve r,  d u e  t o  t h e  Co m m u n i t y ’s 
i n te r n a t i o n a l  co m m i t m e n t s ,  t h e  l e ve l  o f  p ro d u c t i o n  l e v -
ies  as  of  2006 would  not  have  been mainta ined,  as  these 
l e v i e s  we re  a p p l i c a b l e  o n l y  to  t h e  p ro d u c t i o n  exce e d i n g 
consumption,  and

(b) 	 1 ,2 bi l l ion euro has been earmarked during the seven-year 
per iod for  accompanying measures  for  the sugar  protocol 
countr ies.  This  aid has been proposed to the ACP countr ies 
for  the loss  of  income due to the lower  pr ices  received for 
their  h istor ical  preferent ia l  impor ts.  S ince this  is  included 
under t it le  21 ‘Development and relations with ACP States’, 
i t  has  not  been considered to  be par t  of  the sugar  CMO.

	 91. 	�T h e  s u g a r  re fo r m  wa s  d e s i gn e d  to  b e  b u d g e t  n e u t ra l .  I n  t h i s 
contex t ,  the Cour t  notes  that  i f  the above costs  are  taken into 
account,  the overal l  cost  to  the EU budget  af ter  the reform for 
the per iod 2007–13 is  l ike ly  to  be 1 ,2  bi l l ion euro higher  than 
before  the reform. 

62	 This includes forecasts made for 

the 2007–2013 Financial Framework. 

The budget thereafter is subject to a 

future agreement.

63	 Section 5 on the budgetary 

impact of the proposals for the 

reform in the Commission’s 

proposal, COM(2005) 263 final.

64	 Production levy could be for a 

part of quotas (so-called B quota) up 

to 39,5 % of intervention price  

(631 euro per tonne), i.e. up to 

249 euro per tonne (Article 15 of 

Regulation (EC) No 1260/2001).
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	 92. 	�T h e  re fo r m  o f  t h e  s u g a r  m a r k e t  wa s  co n s i d e re d  n e ce s s a r y  i n 
order to al ign the sugar sector with the fundamental  pr inciples 
o f  t h e  n e w  c o m m o n  a g r i c u l t u r a l  p o l i c y  o f  i n c re a s e d  m a r k e t 
or ientat ion and to comply with the Union’s  internat ional  com-
mitments. 

	 93. 	�T he reform pursued a  var iet y  of  objec t ives,  which were par t ly 
conf l ic t ing and therefore di f f icult  to  ful f i l  s imultaneously.  The 
Cour t ’s  audit  assessed the extent to which the principal  object
ives  have been achieved to  date.

Has    t h e  su  g ar   mar   k e t  r e f orm    e nsur    e d 
t h e  f utur    e  comp   e titi    v e n e ss   o f  t h e  E U 
su  g ar   industry       ?

	 94. 	�T he reform targeted a  s igni f icant  reduc t ion (6  mi l l ion tonnes) 
of  unprofitable production capacity in the Community by intro
ducing an important economic incentive for sugar undertakings 
with the lowest productivity to give up their  quota production. 
T h e  r a t i o n a l e  w a s  t h a t  t h e  re n u n c i a t i o n  o f  l o w  p ro d u c t i v i t y 
produc t ion fac i l i t ies  would increase the average produc t iv i t y 
and thus ensure the future competit iveness of  the EU industr y. 
However,  neither  the Commiss ion nor  the M ember  States  had 
d a t a  av a i l a b l e  o n  t h e  re l a t i ve  p ro d u c t i v i t y  o f  t h e  i n d i v i d u a l 
producers.  At  the same t ime,  some addit ional  quota of  1 ,5  mil -
l ion tonnes was  made avai lable  most ly  for  purchase,  a imed at 
the more ef f ic ient  producers.

	 95. 	�P roducers,  in  the f i rst  t wo years  of  the reform,  voluntar i ly  re -
nounced only 2 ,2  mil l ion tonnes indicat ing that  the incentives 
of fered were  not  deemed to  b e  s u f f i c i e nt l y  at t rac t i ve  by  t ar -
geted producers.  Therefore,  in 2007 several  modif ications were 
made to  the reform process  creat ing a  strong incent ive  for  a l l 
p ro d u ce r s  to  re n o u n ce  at  l e a s t  a  ce r t a i n  p e rce n t a g e  o f  t h e i r 
quota.  Thus,  whi le  the targeted quota reduc tion was achieved, 
i t  could  not  be  achieved only  by  the  cessat ion of  produc t ion 
by the least  competit ive  fac tor ies.

CONCLUSIONS AND 
RECOMMENDATIONS
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	 96. 	�T  h e  a u d i t  fo u n d  c a s e s  o f  u n d e r t a k i n g s  re n o u n c i n g  t h e  a d d
i t i o n a l  s u g a r  q u o t a s  t h e y  h a d  o b t a i n e d  o r  p u rc h a s e d.  T h e re 
i s  no rat ionale  in  in i t ia l ly  mak ing avai lable  addit ional  quotas 
and later str iving to reduce them. Moreover,  in the case of  add
i t i o n a l  i s o g l u co s e  q u o t a ,  u n d e r t a k i n g s  we re  p a i d  e ve n  w h e n 
they renounced quotas  which had just  been granted for  f ree. 
The costs involved amounting to around 97 mil l ion euro cannot 
be just i f ied.

	 97. 	�W  h i l e  t h e  re fo r m s  p a r t l y  c o m p e n s a t e d  t h e  b e e t  g ro we r s  fo r 
t h e  l o s s  o f  r e v e n u e  a r i s i n g  f r o m  t h e  s i g n i f i c a n t  d r o p  i n  t h e 
m i n i m u m  p r i ce s  to  b e  p a i d  fo r  t h e  s u g a r  b e e t ,  t h e  m e a s u re s 
introduced had l imited impact on their  individual  competit ive -
ness. 

	 98. 	�F ur thermore,  as  a l ready obser ved by the Cour t  in  i ts  previous 
repor t 65,  the maintenance of  r igidit ies  and constra ints  incorp
orated into the current  quota  system results  in  undue r igidit y 
of  production capacity and reduces scope for both growers and 
producers  to  increase ef f ic ienc y. 

	 99. 	�O  ve r a l l  i t  c a n  b e  co n c l u d e d  t h a t  t h e  o b j e c t i ve  o f  s t a b i l i s i n g 
t h e  m a r k e t  v i a  a  vo l u nt a r y  re d u c t i o n  o f  q u o t a  p ro d u c t i o n  o f 
6  mi l l ion tonnes was given pr ior i t y  over  the objec t ive of  redu
c t ion of  unprof i table  produc t ion capaci t y  in  the  Communit y. 
Consequently,  the reform process  did  not  fu l ly  ensure the fu-
ture  competit iveness  of  the EU sugar  industr y.  Accordingly,  i t 
i s  l ikely  that  the prevai l ing ex ternal  pressures  wi l l  continue to 
weigh heavi ly  on the EU sugar  sec tor.

65	 Special Report No 20/2000 

concerning the management of the 

common organisation of the market 

for sugar.

T he prevai l ing e x ternal  pressures  may re quire  the Commis-
sion to propose fur ther  adjustment s of  internal  produc tion. 
In  such a  case,  the Cour t  re commends that  ins trument s  and 
m e asu r e s  s h o u l d  b e  d e s i g n e d  s o  as  to  e nsu r e  ove r a l l  co n -
sistenc y and be based on thorough technical  assessments of 
ne e ds and obje c t ive  and non - discr iminator y  cr i ter ia . 

R e comm    e ndation       1
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Has    t h e  su  g ar   mar   k e t  r e f orm    stabi    l is  e d 
t h e  mar   k e ts   and    g uarant     e e d  t h e 
avai  l abi   l ity    o f  su  g ar   supp    l i e s ?

	 100. 	�T he sugar market was subjected to the twin effects of increased 
i m p o r t s  a n d  re d u c e d  p o s s i b i l i t i e s  fo r  s u b s i d i s e d  e x p o r t s .  I n 
t h e  c i rc u m s t a n ce s ,  t h e  l e ve l  o f  i n te r n a l  p ro d u c t i o n  re q u i re d 
to  meet  the  EU needs  has  become the  key  mar ke t-stabi l i s ing 
fac tor.  Future increases  in  impor ts  are  l ikely  to  t r igger  fur ther 
withdrawals  of  quotas  with the consequent  fur ther  reduc t ion 
of  EU sugar  produc t ion.

	 101. 	�T he  Cour t  concludes  that  whi le  mar ket  s tabi l i t y  has  been as-
sured thus far,  i t  has been achieved through the use of  produc-
t ion quotas  which currently  set  the maximum al lowed internal 
production at a level approximately 85 % of EU consumption for 
what  is  a  st rategic  produc t  for  the agr i - food and chemical  in-
dustr ies,  thus increasing the EU dependence on impor ts,  whi le 
wor ld  mar ket  suppl ies  are  dominated by  a  l imited number  of 
expor t ing countr ies.

In view of the impor tance of sugar produc tion in the agricul -
tural  e conomy,  the Cour t  re commends that  the Commission 
prop oses measures  to remove the r igidit ies  and cons traint s 
in the current quota system which af fec t  adversely the com -
p eti t iveness  of  grower s  and pro ducer s . 

R e comm    e ndation       2

The Cour t  recommends that possible future decisions which 
imp a c t  EU su gar  p ro du c t i o n t ake  into  a cco unt  th e  l eve l  of 
i n t e r n a l  s u g a r  p r o d u c t i o n  w h i c h  i s  c o n s i d e r e d  n e c e s s a r y  
g i v e n  t h e  Tr e a t y  o b j e c t i v e  o f  a s s u r i n g  a v a i l a b i l i t y  o f  
supply.

R e comm    e ndation       3
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	 102. 	� S u p p l i e s  s h o u l d  re a c h  co n s u m e r s  at  re a s o n a b l e  p r i ce s 6 6.  Th e 
refor m is  des igned  to  reduce  p r i ce s  of  s u g ar  by  u p  to  3 6  % 6 7. 
B ecause  of  the  complex  process  of  pr ice  for mat ion,  i t  i s  ver y 
di f f icult  to  determine to  what  ex tent  the reduc t ion in  the ref -
e r e n c e  p r i c e  o f  b u l k  s u g a r  w i l l  i m p a c t  o n  t h e  p r i c e  p a i d  b y 
t h e  f i n a l  co n s u m e r.  Wh i l e  t h e  Co m m i s s i o n  s t re s s e d  t h e  n e e d 
to  ensure that  downward movements  in  commodit y  pr ices  are 
transmitted to consumers without delay,  studies carr ied out on 
i t s  b e h a l f  i n d i c ate  t h at  re d u c t i o n s  i n  t h e  p r i ce  o f  b u l k  s u g a r 
are  unl ikely  to  be passed on to  the f inal  consumer.

66	 Article 33 of the EC Treaty, which 

became Article 39 of Treaty of the 

Functioning of the Union (so-called 

Lisbon Treaty) sets that one of 

the objectives of the common 

agricultural policy is to ensure 

that supplies reach consumers at 

reasonable prices.

67	 36 % being the difference 

between the pre-reform 

intervention price and the post-

reform reference price.

W hi le  ack nowle dging that  pr ice  formation in  the fo o d se c-
tor  is  par t icular ly  comple x ,  the Cour t  consider s  that  i t  mus t 
b e  s u b j e c t  to  r e g u l a r  m o n i to r i n g  b y  t h e  Co m m i s s i o n .  T h e 
Commission and the M emb er  St ates  mus t  ensure that  com -
p eti t ion law is  corre c t ly  enforce d in  th e s e c tor  thus  ensur-
i n g  t h e  Tr e at y  o bj e c t i ve  t h at  su p p l i e s  r e a c h  co nsu m e r s  at 
reasonab le  pr ices .

R e comm    e ndation       4

Ha v e  t h e  sp  e ci  f ic   instrum       e nts   / m e c h anisms      
b e e n  succ   e ss  f u l  in   addr    e ssin    g  and   
a l l e v iatin    g  t h e  adaptation         prob    l e ms  
r e l at e d  to  r e f orm   ?

	 103. 	�T h e  a b a n d o n m e n t  o f  s u g a r  b e e t  p ro d u c t i o n  a n d  t h e  c l o s i n g 
down of factories have an impor tant direct and indirect impact 
on the agr icultural  communit y  and regions  concerned includ-
ing a s ignif icant number of  job losses.  The legislat ion provided 
for  the temporar y restructuring fund to f inance specif ic  instru-
ments  to  face and a l leviate  the adaptat ion problems. 

	 104. 	�T he audit  found that  neither  the Commiss ion nor  the M ember 
S t a te s  co n ce r n e d  h a d  p u t  i n  p l a ce  a n  a d e q u a te  fo l l ow - u p  o f 
the socia l  consequences  of  the restruc tur ing.  There  is  thus  no 
comprehensive data  on the impac t  of  quota  renunciat ions  on 
the local  economies.
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	 105. 	�F ur thermore,  in  var ious  Member  States  the divers i f icat ion a id 
measures  had yet  to  become ful ly  operat ional  at  the moment 
of  the  audit  v is i ts .  The t ime lag bet ween the fac tor y  c losures 
and the implementation of  diversi f ication measures may result 
in  hardship in  those regions  af fec ted. 

	 106. 	�T he c losure of  produc t ion fac i l i t ies  had to  be accompanied by 
a p p ro p r i ate  m e a s u re s  to  d i s m a n t l e  p ro d u c t i o n  f a c i l i t i e s  a n d 
restore  the  envi ronmental  condit i on of  the  fac tor y  s i tes .  The 
a u d i t  fo u n d,  h owe ve r,  c a s e s  o f  d e l ays  a s  re g a rd s  t h e  co m p l i -
ance of  the producers  with those environmental  obl igat ions.

	 107. 	�R  e g a rd i n g  t h e  t r a n s i t i o n a l  a i d  to  b e  g r a n te d  to  f u l l - t i m e  re
f i n e r s ,  t h e  a u d i t  fo u n d  n o  d a t a  t o  i n d i c a t e  t h a t  t h e  a i d  w a s 
based on a  technical  assessment  of  needs and that  the calcul
at ion of  the amounts  of  a id  was  based on objec t ive  cr i ter ia . 

	 108. 	�O verall,  it  is  not yet possible to conclude on the extent to which 
t h e  i n s t r u m e n t s  p u t  i n  p l a c e  h a v e  m i t i g a t e d  t h e  s i g n i f i c a n t 
direc t  and indirec t  social  and economic impac t  on the agr icul-
tural  communit y  in  the regions  af fec ted.

T he Cour t  re commends that  the Commission and the M em -
b e r  St ates  t ake  urg e nt  m easures  to  e nsure  th e  d i ve r s i f ic a -
t ion measures  b e come rapidly  op erat ional  and pro duce the 
intende d imp ac t  to  promote a l ternat ives  to  sugar  b e et  and 
sugar  pro duc t ion .

R e comm    e ndation       5

T he Cour t  re commends that  the Commission and the M em -
b er  St ates  b e com e more ac t ive ly  invo lve d in  ensur ing that 
t h e  e nv i r o n m e nt a l  o b l i g at i o n s  e nte r e d  i nto  by  t h e  c l o s e d 
f ac tor ies  are  f u l ly  complie d with .

R e comm    e ndation       6
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Cost    o f  t h e  r e f orm 

	 109. 	�T he Cour t  notes  that  i f  addit ional  costs ,  not  d i rec t ly  charged 
to  t h e  a gr i c u l t u ra l  s e c t i o n  o f  t h e  b u d g e t ,  n a m e l y  t h e  co s t  o f 
accompanying measures  for  the ACP sugar  protocol  countr ies 
are  taken into account,  the overal l  cost  to  the EU budget  af ter 
the reform for the period 2007–13 is  l ikely to be 1,2 bil l ion euro 
higher  than before  the reform.

	�T his  R epor t  was  adopted by  Chamber  I ,  headed by  M r  M ichel 
CRET IN,  Member of  the Cour t  of  Auditors,  in  Luxembourg at  i ts 
meet ing of  21 July  2010.

Fo r  t h e  Co u r t  o f  A u d i to r s

 

Vítor Manuel da Silva Caldeira 
Pr e si d e nt

.
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O VE  R V I EW   O F  T HE   AC T UA L  R EVE   N U E  A N D  E S T I M AT E D  E X P E N D I T U R E 
O F  T HE   R E S T R U C T U R I N G  F U N D

A N N Ex   I

(million euro)

Member State
Total revenue

Expenditure

Restructuring 
aid1

Diversification 
aid2

Transitional aid3 Total

(A) (B) (C) (D) (E) = (B) + (C) 
+ (D) 

Belgium 339 331 19 0 350

Bulgaria 13 2 1 0 3

Czech Republic 166 88 11 0 99

Denmark 163 37 8 0 45

Germany 1 350 639 71 0 710

Ireland 0 187 44 0 231

Greece 88 130 26 0 156

Spain 346 454 70 0 524

France 1 354 611 64 25 700

Italy 293 981 167 0 1 148

Latvia 8 59 15 0 74

Lithuania 40 17 2 0 19

Hungary 152 260 52 0 312

Netherlands 344 177 12 0 189

Austria 152 25 5 9 39

Poland 657 288 34 0 322

Portugal 10 34 15 24 73

Romania 32 10 0 0 10

Slovenia 7 51 12 2 65

Slovakia 76 77 16 0 93

Finland 45 64 7 5 76

Sweden 128 63 9 5 77

United Kingdom 466 165 15 94 274

TOTAL 6 229 4 750 675 164 5 589

1	 Also includes the retroactive payment. 
2	 Includes both aid for diversification and additional aid for diversification. 
3	�A s per Articles 8 and 9 of Council Regulation (EC) No 320/2006 (Transitional aid for full-time refiners and certain Member 

States).

S o u r ce :  The Court's auditors used the renunciation figures provided by the Commission (Unit C.5 of DG AGRI) to calculate the 
above amounts.
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O VE  R V I EW   O F  Q U OTA S  R E N O U N C E D  BY  T HE   M E M B E R  S TAT E S
A N N Ex   I I

A — SUGAR (tonnes of white sugar)

Member State Initial 
quotas1 Quota renounced for given marketing year

Quotas  
available from 
marketing year 

2009/10 

Percentage of 
total quotas 
renounced

2006/07 2007/08 2008/09 2009/10

(A) (B) (C) (D) (E) (F) = 
(A+B+C+D+E)

(G) = 
Σ(B+C+D+E)/A 

France2 4 120 687 -683 655 3 437 032 16,6 %

Germany 3 655 456 -757 200 2 898 256 20,7 %

Poland 1 772 477 -366 869 1 405 608 20,7 %

United Kingdom 1 221 474 -165 000 1 056 474 13,5 %

Netherlands 931 435 -126 547 804 888 13,6 %

Belgium 882 301 -206 066 676 235 23,4 %

Italy 1 557 443 -778 737 -24 861 -245 467 508 378 67,4 %

Spain 996 961 -93 119 -16 679 -256 578 -132 106 498 479 50,0 %

Czech Republic 474 932 -102 473 372 459 21,6 %

Denmark 452 466 -80 083 372 383 17,7 %

Austria 405 812 -54 785 351 027 13,5 %

Sweden 385 984 -42 562 -50 236 293 186 24,0 %

Greece 317 502 -158 800 158 702 50,0 %

Slovakia 216 037 -70 133 -33 584 112 320 48,0 %

Hungary 406 684 -108 093 -193 171 105 420 74,1 %

Romania3 109 164 -4 475 104 689 4,1 %

Lithuania 111 010 -20 758 90 252 18,7 %

Finland 146 087 -56 087 -9 001 80 999 44,6 %

Portugal4 79 671 -35 218 -19 500 -15 000 9 953 87,5 %

Slovenia 52 973 -52 973 0 100,0 %

Latvia 66 505 -66 505 0 100,0 %

Ireland 199 260 -199 260 0 100,0 %

Bulgaria3 4 752 -4 752 0 100,0 %

TOTAL 18 567 073 -1 148 896 -676 104 -3 273 227 -132 106 13 336 740 28,2 %

Total sugar quotas renounced = 5 230 333

1	 �‘Initial quota’ equals initial quota allocated to Member States as per Annex III of Regulation (EC) No 318/2006 for marketing year 

2006/07 together with additional purchased in 2006/07 and 2007/08.
2	 Quotas for French overseas departments included (480 245 tonnes).
3	 Quotas available only from 2007/08 (new MS that joined the EU in 2007).
4	 Quotas for the autonomous region of the Azores included (9 953 tonnes).
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A N N Ex   I I

B — INULIN SYRUP (tonnes of sugar equivalent)

Member State Initial quotas1 Quota renounced for given marketing year
Quotas available 
from marketing 

year 2009/10 

Percentage of 
total quotas 
renounced

2006/07 2007/08 2008/09 2009/10

(A) (B) (C) (D) (E) (F) = 
(A+B+C+D+E)

(G) = 
(B+C+D+E)/A 

Belgium 215 246 -215 246 0 100,0 %

Netherlands 80 950 -80 950 0 100,0 %

France 24 521 -24 521 0 100,0 %

TOTAL 320 717 -320 717 0 0 0 0 100,0 %

Total inulin syrup quotas renounced = 320 717

C — ISOGLUCOSE (tonnes of dry matter)

Member State Initial quotas1 Quota renounced for given marketing year
Quotas available 
from marketing 

year 2009/10 

Percentage of 
total quotas 
renounced

2006/07 2007/08 2008/09 2009/10

(A) (B) (C) (D) (E) (F) = 
(A+B+C+D+E)

(G) = 
(B+C+D+E)/A 

Hungary 220 266 220 266 0,0  %

Belgium 114 580 114 580 0,0 %

Bulgaria2 89 198 89 198 0,0 %

Slovakia 68 095 68 095 0,0 %

Germany 56 638 56 638 0,0 %

Spain 131 423 -5 000 -3 000 -69 613 53 810 59,1 %

Poland 42 861 42 861 0,0 %

Italy 32 493 32 493 0,0 %

Portugal 15 871 -3 371 12 500 21,2 %

France 27 664 -27 664 0 100,0 %

United Kingdom 43 592 -43 592 0 100,0 %

Netherlands 14 563 -14 563 0 100,0 %

Greece 20 636 -20 636 0 100,0 %

Romania2 15 879 -15 879 0 100,0 %

Finland 18 999 -18 999 0 100,0 %

TOTAL 912 758 0 -32 664 -60 569 -129 084 690 441 24,4 %

Total isoglucose quotas renounced = 222 317

1	 ‘Initial quota’ equals initial quota allocated to Member States as per Annex III of Regulation (EC) No 318/2006 for marketing year 

2006/07 together with additional quotas allocated from 2006/07, 2007/08, 2008/09.
2	 Quotas available only from 2007/08 (new MS that joined the EU in 2007) together with additional quotas allocated till 2009/10.

S o u r ce :  ECA based on data by the Commission (DG AGRI).
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A N N Ex   I I I
B R E A K D O W N  O F  M E M B E R  S TAT E S  BY  T HE  I R  CO M B I N E D 
P R O F I TA B I L I T Y  A N D  S U G A R  Q U OTA  R E N O U N C E D

(tonnes of white sugar)

Member State

Level of 
combined 
profitabil-

ity1

Actual impact of the reform

Initial quotas2 Quota 
renounced in 
the first two 

years

Quota 
renounced for 

2008/20093

Percentage of 
initial quota 
renounced

Percentage of 
the total quota 

renounced

Quota  
available 

 from 
2009/2010

(A) (B) (C) (D) = (B+C)/(A) (E) = (B+C)/ 
total B+total C

(F) = A+B+C

Ireland

Low 2 143 923 -1 216 376 -260 466 68,9 % 28,2 % 667 081

Greece

Italy

Portugal  
(mainland)

Czech Republic

Medium 2 923 655 -566 062 -725 282 44,2 % 24,7 % 1 632 311

Denmark

Spain3

Latvia

Lithuania

Hungary

Slovakia

Slovenia

Finland

Belgium

High 12 895 381 -42 562 -2 410 358 19,0 % 46,9 % 10 442 461

Germany

France  
(metropolitan)

Netherlands

Austria

Poland

Sweden

United Kingdom

Other Member 
States4 Not included 604 114 0 -9 227 1,5 % 0,2 % 594 887

TOTAL 18 567 073 -1 825 000 -3 405 333 28,2 % 100,0 % 13 336 740

1	 Breakdown of Member States according to combined profitability which would affect their likely reduction in sugar production (Table 3 

in the Commission ‘Update of impact assessment’ [SEC(2003) 1022]).
2	 The ‘Initial quota’ equals the initial quota allocated to Member States as per Annex III of Regulation (EC) No 318/2006 for marketing year 

2006/07 together with additional quotas purchased in 2006/07 and 2007/08.
3	 Quotas of 132 106 tonnes renounced in Spain for marketing year 2009/10 are included under 2008/09.
4	 ‘Other Member States’ includes Romania, Bulgaria, French overseas departments and the autonomous regions of the Azores.

S o u r ce :  The Commission (Unit C.5 of DG AGRI).
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A N N Ex   I V
O VE  R V I EW   O F  T HE   A I D  AVA I L A B LE   TO  P R O D U C E R S  A N D  T HE  I R 
D I R E C T  C LO S U R E  CO S T S

Member States audited Czech 
Republic Germany Ireland Greece1 Spain France Italy Poland

No of sugar factories closed 3 5 1 2 7 5 14 8

(A) 	No of sugar quotas 
renounced for the factories 
closed (1 000 tonnes of white 
sugar)

102 736 199 159 498 651 1 049 296

(million euro)

(B)	Total restructuring aid 
available to the producer 
— incl. retroactive pay-
ment for the factories 
closed

58 415 127 72 277 358 666 166

(C) 	Total direct closure costs2 48 178 172 21 266 104 450 98

relating to assets, stocks and 
stores write-offs

22 67 108 4 165 42 237 51

relating to social costs (re-
dundancy, pension, training, 
redeployment)

8 49 42 5 62 37 67 15

relating to dismantling and 
other closure costs

18 62 22 12 39 25 146 32

Difference between the 
restructuring aid and the 
direct closure costs (B-C)

10 237 -45 51 11 254 216 68

Restructuring aid per tonne 
renounced net of direct 
closure costs (B-C)/A

98 322 -226 321 22 390 206 230

1	 The two factories should be converted into biomass production units (only aid for partial dismantling was applied for). 
2	 Losses of future profits were not regarded as being direct closure costs.

S o u r ce :  Restructuring plans and progress (final) reports submitted by the producers in the audited Member States.
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A N N Ex   V
I M P LE  M E N TAT I O N  O F  T HE   D I VE  R S I F I C AT I O N  A I D

(euro)

Member States
Diversification aid allocated for 2006–101

Aid for diversification Additional aid for 
diversification Total

(A) (B) (C) (D) = (B)+(C)

Belgium 19 328 991 0 19 328 991

Bulgaria 445 738 445 738 891 475

Czech Republic 11 220 772 0 11 220 772

Denmark 7 511 785 0 7 511 785

Germany 71 025 341 0 71 025 341

Ireland 21 818 970 21 818 970 43 637 940

Greece 17 388 600 8 694 300 26 082 900

Spain 46 394 042 23 197 021 69 591 063

France (metropolitan) 64 126 854 0 64 126 854

Italy 111 018 706 55 509 353 166 528 059

Latvia 7 282 298 7 282 298 14 564 595

Lithuania 1 947 100 0 1 947 100

Hungary 29 955 623 22 466 717 52 422 341

Netherlands 11 870 109 0 11 870 109

Austria 5 138 833 0 5 138 833

Poland 34 412 305 0 34 412 305

Portugal (mainland) 7 398 621 7 398 621 14 797 242

Romania 419 772 0 419 772

Slovenia 5 800 544 5 800 544 11 601 087

Slovakia 10 829 743 5 414 871 16 244 614

Finland 6 985 820 0 6 985 820

Sweden 9 372 676 0 9 372 676

United Kingdom 15 477 000 0 15 477 000

TOTAL 517 170 242 158 028 432 675 198 674

1	 �Diversification aid represents both aid for diversification (Article 6 of Regulation (EC) No 320/2006) and the additional aid for 

diversification (Article 7 of Regulation No 320/2006).

S o u r ce :  The Commission (Unit C.5 of DG AGRI).
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A N N Ex   V I
E X A M P LE  S  O F  VA R I E T Y  O F  C R I T E R I A  B E T WEE   N  M E M B E R  S TAT E S  I N 
T HE   A LL O C AT I O N  O F  D I VE  R S I F I C AT I O N  A I D

The allocation of diversification aid was based on a wide variety of criteria between Member States, 
for example:

—	 in Ireland, all diversification aid was granted to growers who had lost their delivery rights with-
out their needing to demonstrate any diversification costs;

—	 in the Czech Republic, growers also received all diversification aid but it was limited to part of 
the cost of newly acquired agricultural machinery;

—	 in Italy and Poland, diversification aid was allocated to diversification projects carried out by 
growers and other types of beneficiary, mainly small and medium enterprises;

—	 in France, Germany and Spain, the regional authorities allocated diversification aid to a variety 
of rural development-style measures, benefiting growers, small and medium enterprises and 
local authorities.
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A N N E X  V I I
GL O S S A RY  O F  KE  Y  T E R M S  A N D  A B B R EV  I AT I O N S

ACP: Africa, Caribbean and Pacific 

Beet sugar and cane sugar: sugar is manufactured either from sugar beet or from sugar cane. 
Cane (a type of reed) is normally grown in tropical regions and beet (a root) crop traditionally in 
temperate regions, although there is growing interest in promoting tropical sugar beet. Maximum 
sugar yields per hectare are potentially higher for the cane but this may be partly offset by the 
beet’s shorter production cycle. Currently, 80 % of world sugar production is based on cane.

Bioethanol from cane or beet: is obtained after fermentation of the raw juice (immediately after 
extraction from sugar cane or sugar beet) or thick juice (result of further processing including a 
concentration phase, which allows for intermediate storage) and distillation; the production process 
does not include production of sugar in solid form. Bioethanol may also be obtained from other 
crops; it may be used as fuel or as a fuel additive.

CAP: common agricultural policy

CMO: Common Market Organisation

C Sugar: see under ‘Quotas A, B and so-called C sugar’

Direct payments: payments directly granted to farmers under an income support scheme (such as 
the single payment scheme listed in Annex I of Council regulation (EC) No 1782/2003). Such pay-
ments could be coupled (i.e. linked to a specific production) or decoupled, based on entitlements 
based on receipts during historical reference periods.

Everything but arms (EBA): a unilateral initiative adopted by the Council as Regulation (EC) No 
416/2001; it allows duty-free and quota-free access to the European market for all products, ex-
cept arms and arm munitions, originating in the least developed countries (LDCs: a category of 
countries established by the United Nations on the basis of specific development indicators); it 
is incorporated in a multiannual generalised scheme of tariff preferences. That initiative was pre-
sented as an all-sector extension of a preference already existing in most areas of the trade with 
LDCs: therefore, a high impact for the EU was not expected, except in the case of bananas, rice and 
sugar, so that full implementation was postponed for these for a transitional period ending 2006 
for bananas and 2009 for rice and sugar.

Export refunds: mechanism of market support that consists in enabling producers or traders to 
export agricultural products available at prices higher than world market selling prices, by paying 
a subsidy compensating the difference between internal prices and export prices on each export 
operation.

Import duties: mechanism of market support that consists in collecting a specified taxation on 
quantities imported from the world market, thus making the price of these higher as compared 
to domestic production. Under a multilateral trade agreement in 1995, import duties have been 
partly dismantled for agricultural world trade and negotiations are underway at the World Trade 
Organisation (WTO) for further dismantling.
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A N N Ex   V I I

Intervention (public storage): mechanism of market support that consists in enabling producers 
to sell an agricultural product in the Member State (Intervention Agency) at a price established 
by a Council regulation; this intervention price then operates as a minimum price on the domestic 
market. Initially, unlimited quantities were eligible to this mechanism. As regards the sugar sec-
tor, the 2006 reform first restricted this to limited quantities subject to discounted prices, then 
abolished the mechanism.

Inulin and inulin syrup :  inulin is a fibre (made of a chain of fructose molecules) present in a 
number of plants. Industry extracts it from the chicory root. Hydrolysis of the inulin is a way to 
obtain fructose and the result of this process, a sweetener called inulin syrup, is included in the 
EU sugar common market organisation. Its 2006 production quota was about 321 000 tons (a 1,5 % 
market share). N.B. Inulin is not related to insulin which is a hormone contributing to blood sugar 
control.

Isoglucose: also known as HFCS (high fructose corn syrup), it is a sweetener obtained through the 
processing of glucose whereby part of it is converted into fructose so as to obtain a syrup similar 
to that resulting of the hydrolysis of sugar (which converts sucrose into its glucose and fructose 
components); standard qualities contain 42 % and 55 % fructose. Glucose used to that end is a 
sweetener too, that has specific uses in food industries; it results from processing of starch; the 
latter is usually extracted from maize but the starch industry can use wheat or potatoes as well. 
Being a competitor to sugar in significant uses such as soft drinks, isoglucose is included in the 
EU sugar common market organisation: its post-reform production quota was about 508 000 tons 
(a market share under 3 % in EU-25).

LDC: least developed countries

Market support: maintaining the domestic market price for agricultural products at a higher level 
than would be caused by world market forces (differently from direct income support). To this end 
measures such as import duties, export refunds and intervention with public storage have been 
used. In previous CAP reforms, as well as in the sugar 2006 reform, the level of market support 
was reduced and this was compensated by direct support to farmers, such as under the single 
payment system.

Minimum beet price: the Council Regulation (EC) No 318/2006 establishes a minimum beet price 
and makes it compulsory for sugar producers to pay the beet growers a price not lower than that 
for the sugar beet of a standard quality intended for processing into quota sugar; its level is based 
on that of the sugar reference price; this mechanism aims at ensuring that the market support for 
the sugar benefits the farmers.

Quotas (production quotas): mechanism of market support that essentially aims at avoiding sur-
pluses by allocating to each producer a limited market share. Production exceeding quota may be 
subject to a penalty or to compulsory storage, or eligible to a specific use (such as unsubsidised 
export, as in the sugar sector). In the sugar sector quotas can be transferred between producers 
in the same Member State (within limits) but cannot be transferred between producers located in 
different Member States.
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A N N Ex   V I I

Quotas A, B and so-called C sugar: it refers to the sugar quota system prior to the 2006 reform: 
‘A’ quotas roughly corresponded to the European Community consumption needs and ‘B’ quotas, 
a fixed percentage of A quota, corresponded to the quantities which could be exported with ex-
port refunds. B quotas were subject to a significant production levy to finance the cost of export 
refunds, while A quotas were subject to a much lower levy. Out-of-quota production, so-called ‘C’ 
sugar, was sugar produced in excess of the combined total of A and B quotas and it was exported 
without refund.

Reference price for sugar: reference prices have been established in Council Regulation (EC) No 
318/2006, for raw sugar and for white sugar; they are not prices guaranteed to producers but some 
specific market support measures may be triggered by the Commission when actual market prices 
differ from the reference price by more than a certain percentage.

SPS: Single Payment Scheme

Sugar, raw and white: white sugar is defined as sugar with a sucrose (the chemically pure molecule 
which composes sugar) content of at least 99,5 %; raw sugar standard quality is a 96 % sucrose 
content, although this is generally higher, and it has a light beige to medium brown colour. Raw 
sugar is usually produced from sugar cane, while white sugar is obtained either directly from the 
processing of the sugar beet or sugar cane, or from further processing (refining) of the raw sugar. 
White sugar is the standard form in consumption but smaller quantities of raw sugar are also used 
(mainly for colour or for sugar cane flavour).

WTO’s DSB: Dispute Settlement Body of the World Trade Organisation.
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SUMMARY

I.–I I I .
Th e  2 0 0 6  re fo r m  o f  t h e  EU   s u g a r  m a r k e t 
h a s  s u c c e s s f u l l y  m a n a g e d  t h e  r e s t r u c -
t u r i n g  o f  t h e  s e c t o r,  p ro v i d i n g  i t  w i t h  a 
lo ng - ter m pol ic y  f ramewor k  and cons id-
e r a b l y  i m p r o v i n g  i t s  c o m p e t i t i v e n e s s . 
EU   s u g a r  p r o d u c e r s  a r e  n o w  o p e r a t i n g 
i n  a n  e n v i r o n m e n t  w i t h  i n s t i t u t i o n a l 
p r i ce s  re d u ce d  by  3 6  % ,  a n d  p ro d u c t i o n 
is  more concentrated in  high prof i tabi l i t y 
regions.

T h e  k e y  e l e m e n t s  o f  t h e  r e f o r m  w e r e  a 
substant ia l  reduc t ion of  the inst i tut ional 
p r i c e s  a n d  a  t e m p o r a r y  r e s t r u c t u r i n g 
f u n d  a i m e d  a t  c o m p e n s a t i n g  o p e r a t o r s 
for  giv ing up produc t ion quota and help -
i n g  c o u n t e r b a l a n c e  t h e  p o t e n t i a l  n e g a -
t i ve  s o c i a l  a n d  e nv i ro n m e n t a l  e f fe c t s  o f 
the  refor m.  This  created an incent ive  for 
the least  competi t ive  sugar  producers  to 
renounce their  quotas.  Moreover,  in  order 
to  f u r t h e r  p ro m o te  t h e  co m p e t i t i ve n e s s 
o f  t h e  EU   s u g a r  p r o d u c i n g  s e c t o r,  a d d
i t ional  quotas  were made avai lable  to  EU 
operators  in  exchange for  a  one - of f  pay-
ment.

T h e  r e f o r m  h a s  b e e n  b u d g e t  n e u t r a l  i n 
terms of  agr icultural  expenditure.  Adjust-
ment  needs  in  ACP countr ies  s ignator ies 
to  the Sugar  Protocol  were expl ic i t ly  rec-
ognised in  the Commiss ion proposal  and 
a d d r e s s e d  i n  a  s p e c i f i c  a i d  p r o g r a m m e 
agreed by the Counci l  and the Par l iament 
as  par t  of  the reform pack age.

T h e  s u g a r  r e f o r m  s h o u l d  b e  c o n s i d -
ered against  t he  bac kgrou nd of  t he  EU 's 
‘ Eve r y t h i n g  b u t  A r m s  I n i t i a t i ve’ ( E B A)  i n 
2 0 0 1 ,  a n d  t h e  2 0 0 5  Wo r l d  Tr a d e  O r g a n
i s a t i o n  ( WTO   )  r u l i n g  o n  t h e  EU   s u g a r 
regime.  The EBA granted least  developed 
c o u n t r i e s  ( L DC  )  f r e e  a c c e s s  t o  t h e  EU  
mar ket ,  inc lu ding su gar.  The  WTO  ru l ing 
n e c e s s i t a t e d  a  r e d u c t i o n  o f  s u b s i d i z e d 
EU   s u g a r  e x p o r t s .  I n  r e s p o n s e ,  t h e  EU  
h a d  t o  c u t  i t s  s u g a r  p r o d u c t i o n  q u o t a s 
to  m a i nt a i n  t h e  a p p ro p r i ate  m a r k e t  b a l -
a n c e .  T h u s ,  s o m e  o f  t h e  d e v e l o p m e n t s 
d e s c r i b e d  b y  t h e  C o u r t  ( e . g .  t h e  r e d u c -
t ion of  produc t ion quotas)  are  ult imately 
r a t h e r  a  c o n s e q u e n c e  o f  t h e  t w o  a fo r e -
mentioned changes in  the broader  pol ic y 
environment.  O thers  (e.g.  the concentra-
t ion and c losure  of  produc t ion fac i l i t ies ) 
c a n  a t  l e a s t  p a r t i a l l y  b e  a t t r i b u t e d  t o 
longer-term trends.

V.
T h e  o ve r a l l  i n c re a s e  i n  c o m p e t i t i ve n e s s 
o f  t h e  EU   s u g a r  s e c t o r  a c h i e v e d  b y  t h e 
r e f o r m  i s  e v i d e n t  a n d  t h e  C o m m i s s i o n 
c o n s i d e r s  t h a t  t h i s  o b j e c t i v e  h a s  b e e n 
ful ly  met .

The reform was based on a  voluntar y  sys-
te m  o f  q u o t a  re n u n c i a t i o n  u n d e r p i n n e d 
i n  p a r t i c u l a r  by  a  t e m p o r a r y  re s t r u c t u r -
i n g  f u n d .  T h e  c h o i c e  o f  a b a n d o n i n g  o r 
k e e p i n g  p r o d u c t i o n  w a s  t o  b e  m a d e  b y 
e v e r y  s u g a r  p r o d u c i n g  c o m p a n y  b e a r -
ing in  mind that  in  the future  they would 
have to  secure their  long-term prof i tabi l -
i t y  i n  a  s i t u a t i o n  o f  s u b s t a n t i a l l y  l o w e r 
inst i tut ional  pr ices.

REPLY OF THE 
COMMISSION
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Th e  f a c t  t h at  t h e  re fo r m  s i m u l t a n e o u s l y 
o f f e r e d  t h e  o p t i o n  o f  a b a n d o n i n g  a n d 
o b t a i n i n g  a d d i t i o n a l  q u o t a s  r e s p o n d e d 
prec ise ly  to  the  objec t ive  of  achiev ing a 
s m a l l e r  b u t  m o r e  c o m p e t i t i v e  EU   s u g a r 
producing sec tor.

A s  d o c u m e n t e d  i n  C o m m i s s i o n  Ta b l e  1 , 
the renunciat ion of  quota  has  been more 
pronounced in  Member  States  with a  low 
l e ve l  o f  co m b i n e d  p ro f i t a b i l i t y,  w h e re a s 
93  % of  new quotas  have  been a l loc ate d 
to  M e m b e r  St ate s  w i t h  a  h i g h  co m b i n e d 
p ro f i t a b i l i t y.  As  a  re s u l t  o f  t h i s  p ro c e s s , 
M e m b e r  S t a t e s  w i t h  h i g h  p r o f i t a b i l i t y 
a c c o u n t  fo r  7 8  %  o f  t h e  EU   q u o t a  ( 6 8  % 
b e f o r e  t h e  r e f o r m )  w h e r e a s  M e m b e r 
States  with low prof itabi l i ty  now hold 5  % 
of  the quota (12 % before) . 

VI.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
a c k n o w l e d g m e n t  t h a t  t h e  r e f o r m ’ s 
objec t ive  of  s tabi l i s ing the sugar  market 
and sugar  pr ices  has  been met.

The h igher  re l iance  on ex ter nal  suppl ies 
o f  s u g a r  i s  t h e  r e s u l t  o f  t h e  t r a d e  a n d 
d e v e l o p m e n t  p o l i c i e s  o f  t h e  EU ,  a n d  i n 
p a r t i c u l a r  t h e  ‘ E ve r y t h i n g  b u t  a r m s’ i n i -
t iat ive  that  has  granted unl imited access 
t o  t h e  EU   m a r k e t  t o  i m p o r t s  f r o m  l e a s t 
developed countr ies,  some of  which have 
substant ia l  sugar  expor t  potent ia l . 

M oreover,  the sugar  regime incorporates 
t he  necessar y  tools  to  deal  wi th  a  hypo -
t h e t i c a l  s i t u a t i o n  o f  u n d e r s u p p l y  o f  t h e 
EU market  mainly  by conver t ing avai lable 
out- of- quota sugar  into quota sugar.

T h e  C o m m i s s i o n  w i l l  s h o r t l y  l a u n c h  a 
s tudy on pr ice  t ransmiss ion in  the  sugar 
sec tor  to  shed more l ight  on this  i ssue.

VII .
I n  l i n e  w i t h  t h e  p r i n c i p l e  o f  s u b s i d i -
a r i t y,  t h e  r e s p o n s i b i l i t y  f o r  a d d r e s s i n g 
the consequences  of  fac tor y  c losures  (or 
p r o d u c t i o n  r e d u c t i o n s ) ,  i n c l u d i n g  t h e 
i m p l e m e n t a t i o n  o f  t h e  n e c e s s a r y  d i ve r -
s i f i c a t i o n  m e a s u r e s ,  l i e s  w i t h  t h e  M e m -
b e r  S t a t e s .  N e ve r t h e l e s s ,  w i t h  a  v i e w  t o 
secur ing t imely  implementat ion of  these 
m e a s u r e s  a n d  t h e n  a v o i d i n g  u n n e c e s -
s a r y  d e l a y s ,  t h e  EU   l e g i s l a t i o n  c o n t a i n s 
d e t a i l e d  e x e c u t i o n  a n d  p a y m e n t  d e a d -
l ines  which  M ember  States  are  bound to 
meet . 

T h e  r e f o r m  e n t a i l s  a  m o r e  c o m p e t i t i v e 
b u s i n e s s  e n v i r o n m e n t  f o r  t r a d i t i o n a l 
ref iners,  which need to  adjust  their  oper-
at i o n s  in  o rd e r  to  re m a i n  com p e t i t ive  i n 
t h i s  n e w  s c e n a r i o .  T h e  p u r p o s e  o f  t h i s 
t r a n s i t i o n a l  a i d ,  w h i c h  w a s  n o t  p a r t  o f 
t h e  C o m m i s s i o n’s  i n i t i a l  p r o p o s a l ,  i s  t o 
enable  these  companies  to  take the nec-
e s s a r y  m e a s u r e s  t o  i m p r o v e  t h e i r  c o m -
pet i t iveness.

VII I .
As  f a r  a s  t h e  re fo r m  o f  t h e  s u g a r  re gi m e 
i s  c o n c e r n e d,  a l l  t h e  c h a n g e s  t h a t  we re 
i n t r o d u c e d  w i t h i n  t h e  C o m m o n  M a r k e t 
O r g a n i s a t i o n  ( C M O )  f o r  s u g a r  n e e d  t o 
b e  t a k e n  i n t o  a c c o u n t ,  i . e .  t h e  t r a n s f e r 
f rom measures  encompass ing high guar-
a n t e e  p r i c e s  o f  s u g a r  b e e t ,  p r o d u c t i o n 
a n d  e x p o r t  r e f u n d s  t o  a  s y s t e m  m a i n l y 
b a s e d  o n  d i r e c t  a i d  t o  f a r m e r s .  I n  t h i s 
s e n s e ,  t h e  s u g a r  r e g i m e  w a s  c o n c e i v e d 
to  be budget-neutra l  in  terms of  agr icul -
t u r a l  e x p e n d i t u r e  ( s e e  a l s o  t h e  C o u r t ' s 
obser vat ion in  point  89) .  The Commission 
c o n s i d e r s  t h a t  t h i s  o b j e c t i v e  h a s  b e e n 
achieved. 

I n  accordance with Ar t ic le  1(3)  of  Counci l 
Regulat ion (EC )  No 320/2006,  the remain -
i n g  b a l a n c e  i n  t h e  s u g a r  r e s t r u c t u r i n g 
f u n d  w i l l  b e  a s s i g n e d  t o  t h e  EA G F  a f t e r 
the f inancing of  the measures  under  that 
fund.
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T h e  a c c o m p a n y i n g  m e a s u r e s  f o r  ACP   
countr ies  result  f rom the overal l  EU com-
m i t m e n t ,  w i t h i n  t h e  f r a m e w o r k  o f  t h e 
ACP – EU   p a r t n e r s h i p  a gre e m e n t ,  t o  s u p -
por t  ACP countr ies  on thei r  path  to  pov-
er t y  reduc t ion and susta inable  develop -
m e nt .  D u r i n g  t h e  p ro ce s s  l e a d i n g  to  t h e 
s u g a r  re fo r m ,  t h e  Co m m i s s i o n  h a d  co m -
m i t t e d  i t s e l f  t o  s u p p o r t  t h e  a d j u s t m e n t 
needs of  pr iv i leged Sugar  Protocol  coun-
tr ies  and made an analys is  of  the  impac t 
of  the sugar  reform on ACP countr ies.  The 
need for  such accompanying measures  to 
ACP countr ies  had been duly  ant ic ipated 
a n d  t h e y  d o  n o t  p e r t a i n  t o  t h e  a g r i c u l -
tural  sec t ion of  the budget .

IX.  f irst  indent
A s  a  m a t t e r  o f  c o u r s e ,  t h e  C o m m i s -
s i o n  a l w ays  e xe rc i s e s  gre a t  d i l i g e n c e  t o 
e n s u r e  t h a t  i n s t r u m e n t s  a n d  m e a s u r e s 
are  designed so as  to  ensure overal l  con-
s istenc y and are  based on thorough tech-
n i c a l  a s s e s s m e n t s  o f  n e e d s  a n d  o b j e c -
t ive  and non- discr iminator y  cr i ter ia .  This 
a p p ro a c h  h a s  a l s o  b e e n  fo l l o we d  i n  t h e 
reform of  the sugar  market .

IX.  second indent
I n  p r e p a r i n g  i t s  p r o p o s a l  f o r  t h e  r u l e s 
g o v e r n i n g  s u g a r  a f t e r  m a r k e t i n g  y e a r 
2 0 1 4 / 1 5 ,  t h e  C o m m i s s i o n ,  b u i l d i n g  o n 
t he  exper ience  of  the  past ,  wi l l  ex amine 
a  whole  ser ies  of  opt ions.

IX.  third indent
T h e  C o m m i s s i o n  i s  o f  t h e  v i e w  t h a t  t h e 
new sugar  market  balance emerging from 
the reform,  including the level  of  EU sel f -
s u f f i c i e n c y,  i s  i n  l i n e  w i t h  Tr e a t y  p r o v i -
s i o n s ,  w h i c h  d o  n o t  s t i p u l a t e  t h a t  t h e 
EU   s h o u l d  b e  s e l f - s u f f i c i e nt  w i t h  re g a rd 
t o  e v e r y  a g r i c u l t u r a l  p r o d u c t .  Fu r t h e r -
more,  the  sugar  regime incor porates  the 
n e c e s s a r y  t o o l s  t o  d e a l  w i t h  s i t u a t i o n s 
of  undersupply  of  the  mar ket ,  mainly  by 
co nve r t i n g  ava i l a b l e  o u t- o f - q u o t a  s u g a r 
into quota sugar.

IX.  four th indent
I n  order  to  shed more l ight  on this  i ssue, 
t h e  C o m m i s s i o n  w i l l  s h o r t l y  l a u n c h  a 
s tudy on pr ice  t ransmiss ion in  the  sugar 
sec tor. 

IX.  f i f th  indent
I n  l i n e  w i t h  t h e  s u b s i d i a r i t y  p r i n c i p l e , 
the  responsibi l i t y  for  implementat ion of 
divers i f icat ion measures  and for  ensur ing 
c o m p l i a n c e  w i t h  e nv i r o n m e n t a l  o b l i g a -
t ions  l ies  with  the M ember  States,  which 
a r e  b e t t e r  p l a c e d  t o  t a k e  t h e  n e c e s s a r y 
d e c i s i o n s  i n  t h e  l i g h t  o f  t h e  n u m b e r  o f 
speci f ic  fac tors  apply ing in  each case. 

INTRODUCTION

4.
The smoot h operat ion  of  a  su gar  regime 
based on quotas  requires  quotas  for  i so -
g l u c o s e  a n d  i n u l i n  s y r u p  a s  w e l l ,  s i n c e , 
a s  t h e  C o u r t  r i g h t l y  p o i n t s  o u t ,  b o t h 
p r o d u c t s  a r e  p o t e n t i a l  s u b s t i t u t e s  f o r 
su gar.  Q u ot as  were  int rodu ced at  a  t ime 
when the produc t ion of  these a l ternat ive 
s we e te n e r s  i n  t h e  Co m m u n i t y  re a c h e d  a 
volume that  r isked disrupt ing the normal 
operat ion of  the sugar  regime.  The quota 
l e v e l s  f i x e d  t h e n  c o r r e s p o n d e d  t o  t h e 
produc t ion volume of  that  t ime.

5.
The Commiss ion would l ike  to  c lar i fy  that 
i n  t h e  l i g h t  o f  t h e  Wo r l d  Tr a d e  O r g a n
i s a t i o n  ( WTO  )  r u l i n g ,  t h e r e  i s  n o  a b s o -
l u t e  q u a n t i t a t i v e  l i m i t  o n  w h i t e  s u g a r 
expor ts :
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T h e  WTO   Pa n e l  a n d  t h e  A p p e l l a t e  B o d y 
r e c o m m e n d e d  t h a t  t h e  D i s p u t e  S e t t l e -
m e n t  B o d y  ( D S B )  r e q u e s t  t h e  E u r o p e a n 
Community (EC )  to br ing i ts  sugar  regime, 
t o  t h e  e x t e n t  i t  w a s  fo u n d  t o  b e  i n c o n -
s is tent  with  the  WTO  A g r e e m e n t  o n  A g r i -
c u l t u r e ,  in  l ine  with  i ts  obl igat ions  under 
that  Agreement. 

A s  r e g a r d s  t h e  s c o p e  o f  t h e  i n c o n s i s t -
e n c y,  i n  i t s  r e p o r t  o f  2 8  A p r i l  2 0 0 5  t h e 
WTO   A p p e l l a t e  B o d y  u p h e l d  t h e  Pa n e l ’s 
f indings  that : 

—	 footnote 1 in the EC Schedule relat ing 
t o  p r e f e r e n t i a l  i m p o r t s  f r o m  c e r t a i n 
ACP countr ies  and I ndia  d id  not  have 
the legal  ef fec t  of  enlarging or  other
w i s e  m o d i f y i n g  t h e  E u r o p e a n  C o m -
m u n i t i e s ’ q u a nt i t y  co m m i t m e nt  l e ve l 
contained in  the EC Schedule,

—	 the complainants (Austral ia,  Brazi l  and 
T h a i l a n d )  h a d  p r o v i d e d  p r i m a  f a c i e 
evi dence that  producers/expor ters  of 
C ( i .e.  out- of- quota)  sugar that  exceed 
t h e  EC  ’s  co m m i t m e n t  l e ve l s  re c e i ve d 
‘payments’ on expor t  ( i )  through sales 
of  C  beet  to  C  sugar  producers  below 
their  total  costs  of  production;  and ( i i ) 
in the form of  transfers  of  f inancial  re -
s o u rc e s ,  t h ro u g h  c ro s s - s u b s i d i s a t i o n 
result ing from the operat ion of  the EC 
s u g a r  re g i m e,  w i t h i n  t h e  m e a n i n g  o f 
A r t i c l e  9 . 1 ( c )  o f  t h e  WTO   A g r e e m e n t 
o n  A g r i c u l t u r e  ( a n d  h e n c e  s u b j e c t  t o 
r e d u c t i o n  c o m m i t m e n t s  f o r  e x p o r t 
subsidies) , 

—	 t h e  EC   h a d  n o t  d e m o n s t r a t e d  t h a t 
i t s  e x p o r t s  o f  C  s u g a r  a n d  ACP  / I n d i a 
( e q u i va l e nt )  s u g a r  t h at  exce e d e d  t h e 
Eu ro p e a n  Co m m u n i t i e s ’ co m m i t m e n t 
level  were not  subsidised.

T h e r e f o r e  t h e  EU   m a y  a l l o w  e x p o r t s  o f 
o u t - o f - q u o t a  s u g a r  i n  e xce s s  o f  i t s  WTO  
commitments,  provided the EU can dem-
o n s t rate  t h at  t h e s e  ex p o r t s  a re  n o t  s u b -
s idised. 

B ox 1
See reply to point 5.

7.
The Commiss ion would l ike  to  under l ine 
at  the outset that not al l  EU sugar expor ts 
b u t  o n l y  s u b s i d i s e d  e x p o r t s  s h o u l d  b e 
k e p t  w i t h i n  t h e  l i m i t  i m p o s e d  b y  t h e 
WTO  rul ing.  Accordingly,  quota sugar and 
quota and out- of- quota isoglucose,  as  far 
as no refund is  granted,  are not subject to 
this  l imit .

9.
The objec t ives  of  the reform are  di rec t ly 
l inked to the objectives of  the CAP,  which 
are enshrined in the Treaties.  Moreover,  i t 
is  not a shor tcoming of the reform to have 
par t ly  d iverging objec t ives,  but  rather  a 
r e s u l t  o f  i t s  c o m p r e h e n s i v e  s c o p e .  T h e 
di f ferent  objec t ives  of  the reform ref lec t 
the dif ferent  aspec ts  of  the sugar  market 
and need to be balanced off  against  each 
other.

10. (d)
A lower  level  of  quota  renunciat ion dur-
ing the second year  led to  a  s i tuat ion of 
o v e r s u p p l y  o f  t h e  d o m e s t i c  m a r k e t ,  i n 
re s p o n s e  t o  w h i c h  t h e  Co m m i s s i o n  h a d 
to take t wo sets  of  measures :  on the one 
hand,  ex tending expor t  refunds  into  the 
marketing year 2007/08,  and,  on the other 
h a n d ,  s e t t i n g  a  w i t h d r a w a l  p e r c e n t a g e 
o f  1 3 . 5  %  ( C o m m i s s i o n  R e g u l a t i o n  ( EC  ) 
N o   2 9 0 / 2 0 0 7 )  i n  o r d e r  t o  p r e s e r v e  t h e 
structural  balance of  the market.
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10. (e)
Since the reform involved a  reduc t ion of 
beet  pr ices,  i t  had a  direc t  impac t  on the 
income of growers,  hence the justif ication 
for  compensation.  For  cereal  growers the 
i s o g l u c o s e  o n l y  c o n s t i t u t e s  a  m a r g i n a l 
o u t l e t  f o r  c e r e a l s  w h o s e  p r i c e  i s  m u c h 
more  dependent  on other  var iables.  The 
refor m did  not  have a  not iceable  impac t 
o n  t h e  i n c o m e  o f  c e r e a l  g r o w e r s  a n d 
t h e r e f o r e  a n y  c o m p e n s a t i o n  w o u l d  n o t 
have been justi f ied. 

OBSERVATIONS

21.
In order to secure an eff icient and smooth 
restruc tur ing,  the  Commiss ion opted for 
a  reform model  based on voluntar y  deci-
s ions by sugar producers.  This  choice has 
proven ef f ic ient  in  del iver ing the  objec -
t ives of  the reform. An approach based on 
t a r g e t i n g  s p e c i f i c  re g i o n s  o r  i n d i v i d u a l 
p ro d u c e r s  wo u l d  h ave  e n c o u n t e re d  n o t 
only  major  opposit ion by Member  States 
and operators  affec ted by quota cuts  but 
also great practical  diff icult ies in s ingl ing 
o u t  w h o  s h o u l d  g o  o u t  o f  b u s i n e s s  a n d 
who should remain. 

22.
The primar y objective of the reform was to 
attain a new balance for  the EU sugar pro-
du cing sec tor  in  a  scenar io  mar ked by  a 
greater  openness of  the domestic  market 
to  impor ts  f rom third  countr ies.  I n  order 
to  achieve this  objec t ive,  a  quota  reduc-
t ion was  required;  remaining companies 
should be able to operate in a market with 
substantial ly  lower institutional  pr ices. 

23.
Fo r  r e a s o n s  o f  e f f i c i e n c y  a n d  t r a n s p a r-
enc y,  the Commission opted for  a  reform 
m o d e l  i n  w h i c h  t h e  f i n a l  d e c i s i o n s  f o r 
keeping,  reducing or abandoning produc-
t ion  wou ld  be  t aken by  indiv idu al  su gar 
companies,  against  the  background of  a 
future characterised by substantial ly lower 
p r i ce s .  I n  a d d i t i o n ,  a  f i n a n c i a l  i n ce nt i ve 
was provided for  companies that decided 
to  surrender  quota .  This  model  does  not 
require  an analys is  of  the current  prof i t -
abi l i t y  and prospec ts  of  ever y  indiv idual 
sugar  producer  in  the  EU.  Therefore,  the 
Commission did not consider i t  necessar y 
to  col lec t  such data  on produc t iv i t y  and 
e f f i c i e n c y  f o r  t h e  m o d e l  c h o s e n .  M o r e
over,  such an analysis  would concern con-
f idential  aspec ts  of  pr ivate business,  and 
c o m p a r i s o n s  b e t we e n  c o m p a n i e s  b a s e d 
thereon would  not  be  exempt  f rom con-
troversy. 

T h e  g a i n s  i n  c o m p e t i t i v e n e s s  o f  t h e  EU  
sugar industr y after  the reform are incon-
testable  s ince operat ing companies  now 
have to maintain profitabil ity in a scenario 
of  substantial ly  lower institutional  pr ices.

24.
T h e  C o m m i s s i o n  h a s  c o n s i s t e n t l y  m a d e 
use of  the best  avai lable  informat ion for 
the purpose of estimating the profitabil ity 
of  the sugar sector in each Member State. 
I n  o r d e r  t o  s e c u r e  r e l i a b i l i t y  o f  r e s u l t s , 
these analyses are to be based on consoli-
dated underlying trends over  a  meaning-
ful  per iod of  t ime.  The current  results  of 
t h e  re fo r m  h ave,  t o  a  ve r y  l a rg e  e x t e n t , 
confirmed the val idity of  these estimates.
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The original  Impact Assessment SEC(2003) 
1022 was based on data from the ‘Study to 
assess the impact of  future options for the 
future reform of  the sugar CMO’,  prepared 
by LMC for  the CEFS (2003) ,  which largely 
conf i rmed previous  conclus ions  reached 
by the Commission. 

The update of  the Impact Assessment SEC 
( 2 0 0 5 )  8 0 8  d r e w  o n  a  r a n g e  o f  s o u r c e s , 
inc lu ding var ious  s tudies  commiss ioned 
either by sector organisations (e.g.  Comité 
E u r o p é e n  d e  Fa b r i c a n t s  d e  S u c r e ,  C o n -
fé d e r a t i o n  G é n é r a l e  d e  B e t t e r a v i e r s )  o r 
M e m b e r  St ate s ,  a s  we l l  a s  co nt r i b u t i o n s 
from the academic world. 

A c c o r d i n g l y,  t h e  d a t a  i n  Ta b l e  2  o f  t h e 
u p d a te d  i m p a c t  a s s e s s m e n t  a re  t h e  l a t -
est  ava i lable  su i table  for  the  pur pose  of 
est imat ing the prof i tabi l i t y  of  the ent i re 
sugar sector in each Member State. 

25.
S ee the reply  to  point  23 for  the features 
of  the reform model  retained by the Com-
miss ion.

A s  d o c u m e n t e d  i n  C o m m i s s i o n  Ta b l e  1 , 
t h e  s h a r e  o f  q u o t a  h e l d  b y  h i g h - p r o f i t
abi l i t y  Member  States  has  increased f rom 
6 8  %  t o  7 8  %  a f t e r  t h e  re fo r m  w h i l e  t h e 
share  of  low-prof i tabi l i t y  M ember  States 
has  dropped f rom 12 % to  5  %.  The gains 
in  t he  overa l l  compet i t iveness  of  t h e  EU  
sugar  producing sec tor  are  c lear.

26.
The rat ionale  for  the reform was the vol-
u n t a r y  re n u n c i a t i o n  o f  6  m i l l i o n  t o n n e s 
of  quota production by the 2009/10 cam-
p a i g n  f o r  w h i c h  a  f o u r - y e a r  r e s t r u c t u r -
ing scheme was set  up.  Whi le  the uptake 
o f  t h e  f i r s t  y e a r  ( 1 , 4 7  m i l l i o n  t o n n e s 
r e n o u n c e d )  w a s  i n  l i n e  w i t h  t h i s  g o a l , 
t h i s  w a s  n o t  s o  m u c h  t h e  c a s e  f o r  t h e 
second year  (0 ,71   mi l l ion tonnes) ,  which 
p r o m p t e d  t h e  C o m m i s s i o n  t o  m a k e  t h e 
n e c e s s a r y  a d j u s t m e n t s .  T h e  r e l e v a n t 
Council  Regulation (EC ) No 1261/2007 was 
adopted in October 2007.

Th e  i n s t r u m e n t s  e n c o u r a gi n g  t h e  a b a n -
d o n m e n t  o f  q u o t a  d u r i n g  t h e  f i r s t  t w o 
years  of  the reform proved to be attrac t
ive  only  to  the least  competit ive  proces-
sors  and the volume of  quota abandoned 
was not  suff ic ient  for  the sec tor  to f ind a 
new balance.  As the Cour t  r ightly explains 
i n  g r e a t e r  d e t a i l  i n  p o i n t  2 7 ,  a  m a j o r 
obstacle for  the industr y was not a lack of 
f inancial  incentives,  but rather the uncer-
tainties l inked to the par t  of  the aid to be 
reser ved for  growers and contractors.

28.
The t rans i t ional  f ive -year  coupled a id  to 
growers has to be assessed in the polit ical 
contex t  of  the reform of  the sugar  sec tor 
which also had to be suppor ted by those 
M ember  States  which,  as  a  result ,  would 
lose sugar production capacity.  The sugar 
refor m is  to  be assessed against  i ts  f ina l 
r e s u l t s ,  o n c e  t h e  t r a n s i t i o n a l  p e r i o d  i s 
over. 
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29.
The total  level  of  quota renunciation esti-
mated by the Commission is  not based on 
t h e  a n a l y s i s  o f  t h e  p ro f i t a b i l i t y  o f  i n d i -
v i d u a l  c o m p a n i e s  b u t  t h e  r e s u l t  o f  t h e 
n e w  m a c ro e co n o m i c  co n d i t i o n s  p re va i l -
ing in sugar economics in the EU,  namely 
the WTO  panel  decision and the increased 
a c c e s s  g r a n t e d  t o  c e r t a i n  s u g a r  e x p o r t -
ers. 

S ince the Commiss ion largely  shares  the 
Co u r t ’s  pos i t ion  that  the  prof i tabi l i t y  of 
sugar producers can var y within the same 
region,  i t  opted for  a reform model  where 
f inal  decisions would be taken by individ-
u a l  s u g a r  co m p a n i e s .  Ag a i n s t  t h i s  b a c k-
gro u nd,  the  objec t ive  of  the  refor m was 
n o t  t o  a c h i e ve  t h e  n e w  m a r k e t  b a l a n c e 
sole ly  by  a  tota l  cessat ion of  produc t ion 
in the least  prof itable Member States but 
to set  up condit ions and incentives al low-
ing the sector to under take the necessar y 
cuts in production. 

30.
Th e  d e c i s i o n  t o  c e a s e  s u g a r  p ro d u c t i o n 
was taken by individual  sugar companies. 
M o s t  e f f i c i e n t  s u g a r  p r o d u c e r s  a r e  c e r-
tainly better  placed to keep their  act ivity 
in a scenario of  lower pr ices.  As the Cour t 
r i g h t l y  p o i n t s  o u t  i n  o t h e r  p a r t s  o f  i t s 
repor t,  the combined profitabil ity of  sugar 
production depends not only on the eco -
nomic per formance of processing faci l it ies 
b u t  a l s o  o n  t h e  c o m p e t i t i v e n e s s  o f  t h e 
growing sec tor.  To  be  commerc ia l ly  su s-
tainable,  both should go hand in hand.

32. (c)
The introduction of  an obl igator y uncom-
pensated quota  cut  in  2010 i f  the  target 
had not  been met  by  voluntar y  renunci
at ions  proved instrumental  in  secur ing a 
l a r g e  u p t a k e  f r o m  t h e  t h i r d  y e a r  o f  t h e 
reform. 

34.
A s  t h e  C o u r t  d e s c r i b e s  i n  p o i n t  2 7 ,  a n 
essential  element that precluded a greater 
u p t a k e  o f  t h e  re s t r u c t u r i n g  f u n d  d u r i n g 
t h e  s e c o n d  ye a r  w a s  a  d e gre e  o f  u n c e r-
ta int y  about  the ac tual  level  of  a id  to  be 
received by the sugar processor.  Moreover, 
the Commission wishes to stress  that  the 
total  aid amount was not increased during 
the second phase of  the reform in which, 
never theless,  the objective of  total  quota 
renunciation has been achieved.

35.
D e c i s i o n s  o n  q u o t a  r e n u n c i a t i o n  w e r e 
t a k e n  v o l u n t a r i l y  b y  c o m p a n i e s  o n  t h e 
basis  of  their  own assessment of  the cur-
rent  s i tuation and perspec tives.  Al l  oper
ators  in  the EU were confronted with the 
s a m e  c h o i ce  u n d e r  t h e  s a m e  co n d i t i o n s 
and ever yone took the decis ion that  they 
considered to be the most appropriate. 

36.
The aim was to achieve an overal l  increase 
in the productivity of  the EU sugar sector 
a f ter  t he  refor m,  and t h is  goal  has  been 
reached.  

B e i n g  a  v o l u n t a r y  s c h e m e,  a l l  EU   s u g a r 
producers had access to the restructuring 
scheme. The f inal  decisions were taken by 
indiv idual  under tak ings  bear ing in  mind 
the l ikely  prof i tabi l i t y  of  the company in 
the new market environment.

See also the f igures presented in the Com-
mission reply to point 25.
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37.
The competitiveness of individual compan
ies  i s  not  only  a  func t ion of  the  M ember 
S t a t e  w h e re  t h e y  o p e r a te  b u t  a l s o  t h e i r 
s i ze ,  t h e  p e r fo r m a n ce  o f  t h e  p ro ce s s i n g 
f a c i l i t i e s ,  m a n a g e m e n t  a n d  m a ny  o t h e r 
factors.  As r ightly explained by the Cour t, 
p ro f i t a b i l i t y  d i f fe re n t i a l s  b e t we e n  co m -
panies located in the same Member State 
can be impor tant. 

T h e  t o t a l  q u o t a  a l l o c a t e d  b e f o r e  t h e 
reform to high-profitabil ity Member States 
was much higher than in low-profitabi l i ty 
M e m b e r  S t a te s .  As  e m e rg e s  f ro m  A n n e x 
I I I ,  q u o t a  a v a i l a b l e  i n  l o w - p r o f i t a b i l i t y 
Member States  af ter  the reform amounts 
to 31 % of  the quota they held before the 
re fo r m .  I n  t h e  c a s e  o f  h i g h - p ro f i t a b i l i t y 
Member States,  this  percentage is  81 %.

38.
T h e  Co m m i s s i o n  i s  o f  t h e  v i e w  t h a t  t h e 
objec t ives  of  the  refor m have been fu l ly 
a c h i e v e d  a n d  r e m a i n s  p e r s u a d e d  t h a t 
i n d i v i d u a l  p ro d u c e r s  a re  b e s t  p l a c e d  t o 
take decis ions based on their  assessment 
of  their  future competit iveness.

39.–40.
T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  t h e 
m e c h a n i s m s  d o  n o t  c o n f l i c t  g i v e n  t h a t 
t h e  r a t i o n a l e  fo r  o f fe r i n g  t h e  o p t i o n  o f 
a d d i t i o n a l  q u o t a s  s i m u l t a n e o u s l y  w i t h 
i n c e n t i v e s  t o  s u r r e n d e r  q u o t a  t h r o u g h 
t h e  r e s t r u c t u r i n g  f u n d  w a s  p re c i s e l y  t o 
u n d e r p i n  t h e  g o a l  t h a t  t h e  C o u r t  m e n -
t ions,  namely  to  fac i l i tate,  by  increas ing 
their  processing capacity,  fur ther gains in 
competit iveness for  those companies that 
were already competit ive. 

40. second indent
Whereas  sugar  processors  would benef i t 
f ro m  l owe r  b e e t  p r i ce s  a f te r  t h e  re fo r m , 
the price of  maize and other raw materials 
used for  process ing isoglucose would be 
unaffected.  In order to ensure that isoglu-
cose processors could maintain their  rela-
t i ve  co m p e t i t i ve n e s s ,  a d d i t i o n a l  q u o t a s 
f ree of  charge were granted so that  they 
could profit  from economies of  scale. 

41.
The result  of  the combined application of 
both measures  was  to  fac i l i tate  the con-
ce nt rat i o n  o f  s u g a r  p ro d u c t i o n  i n  t h o s e 
under tak ings  with  the  best  prospec ts  of 
remaining competit ive over the years and, 
thereby,  achieving an overal l  increase in 
the competit iveness of  the EU sugar  pro -
ducing sector. 

42.
The purpose of  the reform was to achieve 
the necessar y adjustment of  the EU sugar 
p ro d u c t i o n  s e c to r  i n  a  s m o o t h  a n d  e f f i -
c i e n t  w a y.  T h i s  r e q u i r e d  a  r e s t r u c t u r -
i n g  f u n d  fo r  t h o s e  co m p a n i e s  g i v i n g  u p 
quotas  and f lex ible  adjustment  tools  for 
t h o s e  d e c i d i n g  t o  r e m a i n  i n  b u s i n e s s . 
Sugar companies in the EU were cal led on 
to take a series of  decisions based on their 
own analysis  of  prospects and market out-
look .  I n  th is  complex  economic  envi ron-
m e n t ,  s o m e  c o m p a n i e s  d e c i d e d  t o  b u y 
q u o t a  f i r s t  a n d  to  re n o u n ce  s o m e  q u o t a 
after wards. 

Th e  Co m m i s s i o n  i s  o f  t h e  v i e w  t h at  t h i s 
enhanced f lexibi l i ty  of  operators resulted 
in  a  more  ef f ic ient  adjustment  of  the  EU 
sugar sector,  while giving equal  treatment 
to al l  operators.
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A s  t h e  C o u r t  r i g h t l y  p o i n t s  o u t ,  t h e 
a m o u n t  c h a r g e d  f o r  q u o t a  p u r c h a s e s 
and granted for  quota renunciat ions was 
equivalent.

As to the al leged negative f inancial  conse -
quences,  please see the Commission reply 
to point 43.

43.
Whereas  sugar  processors  would benef i t 
f ro m  l owe r  b e e t  p r i ce s  a f te r  t h e  re fo r m , 
t he  pr ice  of  maize  and other  raw mater
ials  used for  processing isoglucose would 
re m a i n  u n a f fe c te d.  As  t h e  d ro p  i n  s u g a r 
p r i c e s  e n t a i l s  a  r e d u c t i o n  i n  t h e  p r i c e 
o f  i s o g l u c o s e ,  t h e  r e f o r m  w o u l d  h a v e 
re s u l te d  i n  a  re d u c t i o n  o f  t h e  p ro f i t s  o f 
isoglucose producers.

I n  o r d e r  t o  m a k e  s u r e  t h a t  i s o g l u c o s e 
p ro ce s s o r s  co u l d  m a i nt a i n  t h e i r  re l at i ve 
c o m p e t i t i v e n e s s  a n d  t h e r e b y  t o  e n s u r e 
a  l e ve l  p l ay i n g  f i e l d  b e t we e n  p ro d u ce r s 
o f  s u g a r  a n d  o f  i s o g l u c o s e ,  a n  i n c re a s e 
o f  q u o t a s  fo r  i s o g l u co s e  wa s  gra nte d  s o 
that  they could prof i t  f rom economies of 
scale.

The Commission would l ike to stress that, 
as  is  the case for  sugar quotas,  isoglucose 
companies giving up quota and applying 
for  the restruc tur ing amount had to sub-
mit  and prove correc t  implementat ion of 
a restructuring plan.

44.
T h e  r e f o r m  a i m e d  a t  a  g l o b a l  i m p r o v e -
m e n t  o f  t h e  o v e r a l l  c o m p e t i t i v e n e s s  o f 
t h e  s e c to r  i n c l u d i n g  growe r s ,  t h ro u g h  a 
lower  minimum pr ice  for  beet .  As  Annex 
VI  of  the Cour t highlights,  cer tain Member 
States decided to focus the diversif ication 
aids mainly on sugar beet growers. 

45.
T h e  r e s u l t s  o f  t h e  r e f o r m  s h o w  t h a t  EU  
b e e t  g r o w e r s  h a v e  e x h i b i t e d  g r e a t e r 
c a p a c i t y  t o  a d a p t  t h a n  i n i t i a l  e s t i m a t e s 
indicated and sugar beet growing contin-
ues in substantial  areas of  those Member 
States referred to in Table 2.

46.–47.
B y  i t s  n at u re,  s u g a r  p ro d u c t i o n  re q u i re s 
h e a v y  i n d u s t r i a l  f a c i l i t i e s .  I t  c a n  o n l y 
remain competi t ive  i f  both beet  produc -
t ion and beet  process ing are  carr ied out 
competit ively.  The cases  repor ted by the 
Cour t  notwithstanding,  i t  is  a lso possible 
that  per forming industr ia l  faci l i t ies  were 
fo rce d  to  c l o s e  d ow n  d u e  to  t h e  l i m i te d 
competit iveness of  the beet grown in the 
surroundings.  This  appears to be the case 
descr ibed by the Cour t  in point 30. 

50.
T h e  C o u r t ’s  o b s e r v a t i o n s  r e l a t e  t o  t h e 
l e g a l  b a s i s  a s  a d o p t e d  b y  t h e  C o u n c i l , 
which the Commission is  bound to imple -
ment.

51.
T h e  re fo r m  h a s  c o n t r i b u t e d  t o  b r i d g i n g 
the price gap between the internal  EU and 
the wor ld  market .  The EU sugar  sec tor  i s 
now more mar ket- dr iven and more com-
petit ive than it  was before the reform.

54.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
ack nowledgment  that  the EU sugar  mar-
ket  has been stable s ince the star t  of  the 
reform.
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55.
T h e  a c t u a l  l e v e l  o f  i m p o r t s  f r o m  t h e s e 
countr ies depends on the relative attract
iveness of  the EU in comparison with the 
world market.  Therefore,  one of  the goals 
achieved by the reform has been to bridge 
this  pr ice gap. 

56.
G r e a t e r  r e l i a n c e  o n  i m p o r t s  i s  n o t  t h e 
result  of  the sugar  reform but the conse -
quence of  EU pol ic ies  a imed at  boost ing 
the role of  sugar as  a  dr iver  for  economic 
activity in least  developed countr ies with 
a good production potential . 

57.
T h e  Co m m i s s i o n  i s  o f  t h e  v i e w  t h a t  t h e 
n e w  m a r k e t  b a l a n c e  a c h i e v e d  b y  t h e 
reform of the sector can be sustained over 
t h e  fo re s e e a b l e  f u t u re.  M a r k e t  d e ve l o p -
ments seem to confirm this.

58.
T h e  f a c t  t h a t  t h e  EU   h a s  b e c o m e  m o r e 
dependent on impor ts  is  the logical  con-
s e q u e n c e  o f  o p e n i n g  t h e  EU   m a r k e t  t o 
t h i rd  c o u n t r i e s .  N e ve r t h e l e s s ,  t h i s  l e ve l 
o f  re l i a n ce  o n  i m p o r t s  wo u l d  h ave  b e e n 
much larger i f  present sugar pr ices in the 
EU had remained at  the high level  prevai l-
ing before the reform. 

A l l  i n  a l l ,  t h e  l e ve l  o f  s e l f - s u p p l y  w i t h i n 
quota maintained after the reform (around 
85 %)  can be considered sat is fac tor y  and 
the Commission would l ike  to  stress  that 
t h e  r e g i m e  i n c o r p o r a t e s  t h e  n e c e s s a r y 
i n s t r u m e n t s  t o  d e a l  w i t h  h y p o t h e t i c a l 
s i tu at ions of  undersupply  of  the EU mar-
ket mainly by conver ting avai lable out- of-
quota sugar into quota sugar.

59. (b)
This  greater  rel iance on impor ts  depends 
e s s e n t i a l l y  o n  t h e  g a p  b e t w e e n  w o r l d 
and EU sugar pr ices.  The reform has been 
instrumental  in br idging this  gap and has 
t h e r e f o r e  c o n t r i b u t e d  t o  m a i n t a i n i n g  a 
robust albeit  smaller  sugar-producing sec-
tor in the EU. 

60.
B y substant ia l ly  ra is ing the  overa l l  com-
pet i t iveness  of  EU produc t ion,  the  Com-
m i s s i o n  t a k e s  t h e  v i e w  t h a t  a f t e r  t h e 
r e f o r m  t h e  EU   s u g a r  s e c t o r  i s  b e t t e r 
equipped to resist  delocal isation. 

61.
As  t h e  Co u r t  r i g ht l y  ex p l a i n s ,  to  re ce i ve 
r e s t r u c t u r i n g  a i d  t h e  o p e r a t o r  m u s t 
p re s e n t  a  re s t r u c t u r i n g  p l a n  co n t a i n i n g 
detai led,  concrete measures whose imple -
mentation is  enforced by national  author-
i t ies .  Only  companies  that  have sat is fac -
t o r i l y  i m p l e m e n t e d  t h e s e  m e a s u r e s  a r e 
entit led to receive payments. 

Th e  f a c t  t h a t  EU   s u g a r  p ro d u c e r  gro u p s 
are also impor ting sugar into the EU is  not 
new.  M oreover,  in  a  new scenar io  where 
t h e  EU   i s  m e a n t  t o  i n c r e a s e  i t s  i m p o r t s 
o f  s u g a r,  t h e  f a c t  t h a t  c e r t a i n  p r o d u c -
ing fac i l i t ies  are  being t ransfor med into 
refineries would al low par t  of  the process-
ing of  such sugar to remain in the EU.
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62.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
a c k n o w l e d g e m e n t  t h a t  t h e  r e f o r m ’s 
object ive of  reducing the sugar pr ice has 
been met.

63.
In  order  to shed more l ight  on this  issue, 
the Commission wil l  shor t ly  be launching 
a study on price transmission in the sugar 
sector. 

Fu r t h e r m o re ,  i n  t h e  c o n t e x t  o f  i t s  p e r i -
odic  evaluat ion of  pol ic ies ,  the  Commis-
s ion wi l l  launch an ex-post  evaluat ion of 
CAP measures applied to the sugar sector. 
The evaluation wil l  examine the impact of 
CAP    measures  appl ied  to  the  sugar  su p -
ply  chain ,  inc luding the  far m sec tor  and 
s u g a r  p ro d u c e r s  a n d  re f i n e r s ,  s i n c e  t h e 
reform was adopted in 2006.  Work on the 
e v a l u a t i o n  i s  e x p e c t e d  t o  b e g i n  i n  t h e 
four th quar ter  of  2010.  The results  can be 
expected at  the end of  2011.

64.
I t  i s  n o t  s u r p r i s i n g  t h a t  a  r e f o r m  r e d u
c i n g  t h e  ove ra l l  s i ze  o f  t h e  s e c to r  w h i l e 
r e q u i r i n g  r e m a i n i n g  c o m p a n i e s  t o  s u b -
stant ia l ly  increase their  competit iveness 
l e a d s  t o  a  c e r t a i n  d e g r e e  o f  i n d u s t r i a l 
concentration. 

69.
I s o g l u c o s e  i s  p r o c e s s e d  f r o m  c e r e a l s 
( m a i n l y  m a i z e  a n d  w h e a t )  a n d ,  i n  c o n -
t ra s t  to  t h e  s u g a r  b e e t  s e c to r,  t h e re  a re 
n o  s p e c i f i c ,  i n t e r - b r a n c h  d e l i v e r y  c o n -
t ra c t s  b e t we e n  growe r s  a n d  p ro ce s s o r s . 
Hence reser ving par t  of  the aid for  grow-
ers would not have been justi f ied. 

72.
As acknowledged by the Cour t  in point 13 
and in  l ine  with the pr inciple  of  subsidi -
ar i t y,  the implementat ion of  the restruc -
t u r i n g  a i d  i s  t h e  r e s p o n s i b i l i t y  o f  t h e 
Member  States,  which are  best  placed to 
grasp the par ticular circumstances of  indi -
vidual  s ituations.

Fur thermore,  the Commiss ion would l ike 
to stress that  the payment of  the restruc-
tur ing aid is  condit ional  upon the imple -
m e n t a t i o n  o f  a  p l a n  p r e s e n t e d  b y  t h e 
operator  to the Member State concerned 
i n c l u d i n g  a  d e t a i l e d  d e s c r i p t i o n  o f  co n -
crete actions.  Needless to say,  these plans 
h a v e  t o  c o m p l y  w i t h  EU   a n d  n a t i o n a l 
r u l e s ,  s o m e  o f  w h i c h  m ay  v a r y  s u b s t a n -
tial ly  across Member States. 

73.
M e m b e r  S t a t e  a u t h o r i t i e s  m u s t  c h e c k 
t hat  soc ia l  obl igat ions  are  implemented 
i n  c o m p l i a n c e  w i t h  s o c i a l  p l a n s .  Au d i t s 
by clearance of  accounts include ver i f ica-
t i o n  t h a t  M e m b e r  S t a t e s  c a r r y  o u t  s u c h 
checks.

S ocia l  p lans  for  the  most  par t  are  drawn 
u p  i n  a g re e m e n t  b e t we e n  t h e  p ro d u c e r 
and workers/unions.  Fulf i lment of  obl iga-
t ions — training,  redeployment,  compen-
sat ion ,  etc .  — wi l l  a l so  be  monitored by 
the par t ies involved.
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Fu r t h e r m o re,  t h e  Co m m i s s i o n  h o s t s  t h e 
‘ S e c to ra l  S o c i a l  D i a l o g u e  Co m m i t te e  fo r 
the Sugar  Industr y ’ which comprises rep -
resentatives from trade unions and sugar 
indu str ies .  I n  par t icu lar,  th is  Commit tee 
has agreed a Code of  Conduct of  the Euro-
pean Sugar  I ndustr y  on cor porate  soc ia l 
responsibi l ity,  which has been extensively 
applied in the context of  the reform.

Moreover,  the social  impact of  the reform 
w i l l  b e  c o n s i d e r e d  i n  t h e  e v a l u a t i o n  o f 
CAP    m e a s u re s  a p p l i e d  to  t h e  s u g a r  s e c -
t o r.  Wo r k  o n  t h e  e v a l u a t i o n  i s  e x p e c t e d 
t o  b e g i n  i n  t h e  fo u r t h  q u a r t e r  o f  2 0 1 0 . 
The results  can be expected at  the end of 
2011.

74.
T h e  r a t i o n a l e  f o r  e x t e n d i n g  t h e  d e a d -
l i n e  p ro d u ce r s  h a d  to  co m p l y  w i t h  t h e i r 
environmental  obl igat ions  was  t wo -fold : 
on the one hand,  the init ia l  deadl ine was 
f i xe d  i n  2 0 0 6  a n d  t h e  t i m e t a b l e  n e e d e d 
updating to take into account the impor t
a n t  c h a n g e s  i n  n a t i o n a l  r e s t r u c t u r i n g 
programmes that  star ted in  2008.  On the 
other hand,  the consequences of  the glo-
b a l  f i n a n c i a l  c r i s i s  fo r  t h e  e co n o m i e s  o f 
cer tain Member States made this  amend-
ment appropriate.

75.
I s o g l u c o s e  i s  p r o c e s s e d  f r o m  c e r e a l s 
( m a i n l y  m a i z e  a n d  w h e a t )  a n d ,  i n  c o n -
trast  to the sugar beet sector,  there are no 
s pe c i f ic ,  inte r-bra n c h  de l ive r y  cont ra c t s 
bet ween growers  and processors .  Hence 
reser ving par t  of  the aid for  cereals  grow-
e r s  wo u l d  n o t  h ave  b e e n  j u s t i f i e d  s i n c e 
c e r e a l  p r i c e s  w e r e  n o t  a f f e c t e d  b y  t h i s 
reform.

76.–77.
See also Commission reply to point 73.

The Commission would also l ike to stress 
that the reduction in the number of  sugar 
f a c t o r i e s  h a s  b e e n  a n  o n g o i n g  p r o c e s s 
f o r  m a n y  y e a r s ,  s i n c e  w e l l  b e f o r e  t h e 
sugar reform, as each production unit  was 
i n c r e a s i n g  i t s  p r o c e s s i n g  c a p a c i t y.  Fo r 
instance,  between 2000 and 2006,  67 fac-
tor ies closed down in the EU. 

T h e  r e s t r u c t u r i n g  f u n d  h a s  p r o v i d e d  a 
l e g a l  f r a m e w o r k  a n d  f i n a n c i a l  s u p p o r t 
t hat  c losu res  whic h  occ u r red before  t he 
reform could not benefit  from.

80.
Diversif ication aid was introduced to give 
Member States the option of  tak ing meas-
ures in the regions concerned and al lows 
them to  inc lude measures  for  other  eco -
nomic actors affected by sugar restructur-
i n g  t h at  h ave  n o t  b e e n  co m p e n s ate d  by 
restructuring aid.

81.
See Commission reply to point 74.
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82.
I n  l i n e  w i t h  t h e  D G  A G R I  m u l t i - a n n u a l 
evaluat ion plan 2010–12,  the  evaluat ion 
of  CAP measures applied to the sugar sec-
t o r  w i l l  b e  c a r r i e d  o u t  i n  2 0 1 0 – 1 1 .  T h e 
e v a l u a t i o n  w i l l  e x a m i n e  t h e  i m p a c t  o f 
CAP    measures  appl ied  to  the  su gar  su p -
ply  chain ,  inc luding the  far m sec tor  and 
s u g a r  p ro d u c e r s  a n d  re f i n e r s ,  s i n c e  t h e 
refor m was  adopted in  2006.  The impac t 
of  divers i f icat ion aid on regions af fec ted 
by restructur ing should also be examined 
i n  t h i s  e v a l u a t i o n  ( o n  t h e  b a s i s  o f  c a s e 
studies) . 

Wo r k  o n  t h e  e v a l u a t i o n  i s  e x p e c t e d  t o 
begin  in  the  four th  quar ter  of  2010.  The 
r e s u l t s  c a n  b e  e x p e c t e d  a t  t h e  e n d  o f 
2011. 

The Commission carr ies  out  i ts  checks  as 
par t  of  the Clearance of  Accounts proced
ures. 

85.
A l t h o u g h  t h e  Co m m i s s i o n  p r o p o s a l  d i d 
n o t  i n c l u d e  t r a n s i t i o n a l  a i d  to  f u l l - t i m e 
re f i n e r s ,  i t  b e c a m e  c l e a r  d u r i n g  Co u n c i l 
d iscuss ions  that ,  l ike  sugar  beet  proces-
s o r s ,  f u l l - t i m e  r e f i n e r s  h a d  t o  u n d e r g o 
a  s e r i e s  o f  s t r u c t u r a l  a d j u s t m e n t s  a s  a 
consequence of  the drop in  inst i tut ional 
sugar pr ices. 

I n d e e d,  t h e  re fo r m  e n t a i l s  a  m o re  c o m -
p e t i t i ve  b u s i n e s s  e nv i ro n m e n t  fo r  t r a d
it ional  ref iners,  which need to adjust their 
operations in order to remain competit ive 
in this  new scenario.  Concerned operators 
h a d  t o  s e t  o u t  t h e  n e c e s s a r y  c h a n g e s 
i n  a  b u s i n e s s  p l a n  t o  b e  s u b m i t t e d  t o 
n a t i o n a l  a u t h o r i t i e s .  B y  g r a n t i n g  t h i s 
a id,  the  refor m secured equal  t reatment 
of  a l l  sugar  producers  in  the Communit y 
whether  they  use  beet  or  raw sugar  as  a 
raw material .

86.
EU legis lat ion is  to  be appl ied uni formly 
in  Member States  whether  they have one 
or more potential  beneficiar ies.  

88.
T h e s e  v a r i a t i o n s  a r e  d u e  t o  t h e  a c t u a l 
quota that was renounced and the t iming 
of  renunciation.  In real ity more temporar y 
r e s t r u c t u r i n g  a m o u n t s  w e r e  c o l l e c t e d 
and less  expenditure was incurred under 
t h e  s u g a r  re s t r u c t u r i n g  f u n d.  T h e  h i g h -
est  rates  of  a id  per  tonne of  q u ot a  were 
avai lable during the f i rst  two years of  the 
reform.

90.
T h e  r e f o r m  o f  t h e  s u g a r  r e g i m e  w a s 
designed to be budget-neutral  in terms of 
agricultural  expenditure,  rather than self-
f i n a n c i n g.  T h e  s u g a r  re s t r u c t u r i n g  f u n d 
was designed to be self-f inancing.

REPLY OF THE 
COMMISSION



Special Report No 6/2010 – Has the reform of the sugar market achieved its main objectives?

7171

Special Report No 6/2010 – Has the reform of the sugar market achieved its main objectives?

As  far  as  the  refor m of  the  sugar  regime 
i s  c o n c e r n e d,  a l l  t h e  c h a n g e s  t h a t  we re 
i n t r o d u c e d  w i t h i n  t h e  C o m m o n  M a r k e t 
Organisat ion (CMO) for  sugar  need to be 
taken into account,  i .e .  the transfer  f rom 
m ea sures  encompass ing h igh guarantee 
pr ices for  sugar beet and production and 
expor t  refunds to  a  system mainly  based 
on direct  aid to farmers.  In this  sense,  the 
sugar regime was conceived to be budget-
n e u t ra l  i n  te r m s  o f  a gr i c u l t u ra l  ex p e n d
iture (see a lso the Cour t ’s  obser vat ion in 
point  89) .  The Commission considers  that 
this  objective has been achieved. 

The sugar restructuring fund,  which is  not 
a component of  the CMO, was designed to 
be se l f - f inancing,  and this  has  a lso  been 
achieved.

90. (a)
A t  t h e  m o m e n t  o f  t h e  r e f o r m ,  s u g a r 
i m p o r t s  i n t o  t h e  EU   w e r e  e x p e c t e d  t o 
i n c r e a s e ,  p r i m a r i l y  a s  a  r e s u l t  o f  t h e 
‘Ever ything But  Arms’ measures.  Thus,  in 
t h e  a b s e n ce  o f  a  re fo r m  a n d  t a k i n g  i nto 
account the WTO  rul ing,  the evolut ion in 
the EU sugar  market  would have resulted 
i n  a  d e c r e a s e  i n  EU   p r o d u c t i o n .  H e n c e , 
s u r p l u s  p ro d u c t i o n  wo u l d  d e c re a s e  a n d 
thus also the revenue from the production 
lev ies  was  ant ic ipated to  d iminish  grad
u a l l y  to  ze ro  a s  f ro m  b u d g e t  ye a r  2 0 1 0 . 
I n  t h i s  d y n a m i c  co ntex t ,  t h e  p ro d u c t i o n 
charg e,  int roduced by  the  sugar  re for m, 
was set  at  12 €/tonne in order to preser ve 
b u d g e t  n e u t ra l i t y  a s  f a r  a s  re ve n u e  wa s 
concerned.

90. (b)
The accompanying measures  result  f rom 
t h e  o v e r a l l  EU   c o m m i t m e n t ,  w i t h i n  t h e 
f r a m e w o r k  o f  t h e  ACP   – EU   p a r t n e r s h i p 
agreement ,  to  suppor t  ACP countr ies  on 
their  path to  pover t y  reduc t ion and sus -
tainable development.  During the process 
leading to the sugar reform, the Commis-
s i o n  h a d  c o m m i t t e d  t o  s u p p o r t i n g  t h e 
a d j u s t m e n t  n e e d s  o f  p r i v i l e g e d  S u g a r 
Protocol  countr ies  and made an analys is 
of  the impact of  the sugar reform on ACP 
countr ies.  The need for  such accompany-
ing measures  to  ACP countr ies  had been 
duly anticipated.

The suppor t provided to the ACP countries 
f a l l s  ou t s i de  t h e  s co pe  of  Co u n c i l  R e g u -
lat ion (EC )  No 1290/2005,  as  i t  concer ns 
development aid to the ACP countries and 
t h e re fo re  i s  n o t  cove re d  by  t h e  ex p e n d
iture of  the common agricultural  pol ic y. 

91.
See Commission reply to point 90.

CONCLUSIONS AND  
RECOMMENDATIONS

93.
The objec t ives  of  the reform are  di rec t ly 
l inked to the objectives of  the CAP,  which 
are enshrined in the Treaties.  Moreover,  i t 
is  not a shor tcoming of the reform to have 
par t ly  d iverging objec t ives,  but  rather  a 
result  of  its  comprehensive scope.  The dif-
ferent objectives of  the reform ref lect  the 
different aspects of  the sugar market and 
need to be balanced against  each other.
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94.
C o m p a n i e s  o p e r a t i n g  a f t e r  t h e  r e f o r m 
h ave  to  m a i nt a i n  p ro f i t a b i l i t y  i n  a  s ce n
a r i o  o f  l o w e r  i n s t i t u t i o n a l  p r i c e s  a n d 
h e n c e  t h e  o b j e c t i v e  o f  i m p r o v i n g  t h e 
overal l  competit iveness of  the sector  has 
been fulf i l led.  This  gain in productivity  is 
confirmed by the fact  that Member States 
w i t h  h i g h  p ro f i t a b i l i t y  a c c o u n t  n o w  fo r 
7 8  %  o f  t h e  q u o t a  ( c o m p a re d  w i t h  6 8  % 
befo re  the  refor m)  whi le  M embe r  St ates 
w i t h  l o w  p r o f i t a b i l i t y  n o w  a c c o u n t  f o r 
only  5  % (compared with 12 % before the 
reform).

Th e  a d d i t i o n a l  q u o t a  m a d e  ava i l a b l e  ( i n 
e x c h a n g e  f o r  a n  a m o u n t  e q u i v a l e n t  t o 
t h e  re s t r u c t u r i n g  a i d )  s o u g ht  to  f u r t h e r 
re i n fo rce  t h e  co m p e t i t i ve n e s s  o f  t h e  EU  
sugar sector  by giving the companies the 
o p p o r t u n i t y  to  ex p a n d  t h e i r  p ro d u c t i o n 
and benefit  from economies of  scale,  or  at 
least  maintain  a  produc t ion level  s imi lar 
to that prevai l ing before the reform in the 
event of  a  f inal  quota cut. 

See also Commission reply to point 23.

95.
Af ter  the reform the sugar  market  found 
a  n e w  b a l a n c e  r e s u l t i n g  f r o m  r e d u c e d 
d o m e s t i c  p ro d u c t i o n  a n d  l o we r  i n s t i t u -
t io na l  pr ices .  The  dec is ion  to  ce ase  pro -
d u c t i o n  w a s  t a k e n  v o l u n t a r i l y  b y  t h e 
f a c t o r i e s  c o n c e r n e d  a f t e r  a s s e s s i n g  t h e 
long-term viabi l i t y  of  their  operat ions in 
the new scenar io.  Al l  operators  in  the EU 
we re  co n f ro nte d  w i t h  t h i s  o p t i o n  u n d e r 
identical  condit ions. 

T h e  C o m m i s s i o n  s t r e s s e s  t h a t  t h e  s i z e 
of  the  necessar y  quota  cut  was  assessed 
against  the need to provide a market bal-
a n c e  i n  t h e  l i g h t  o f  t h e  n e w  e c o n o m i c 
environment of  the sector.  I t  was achieved 
by means of  those companies that consid-
e re d  t h e m s e l ve s  to  b e  u n co m p e t i t i ve  i n 
the new prevai l ing condit ions ceasing (or 
reducing) production. 

96.
The rationale behind simultaneously offer-
ing the option of  renouncing quotas  and 
o b t a i n i n g  a d d i t i o n a l  q u o t a s  r e s p o n d e d 
to  the need to  manage a  comprehensive 
restructuring of  the sugar production sec-
tor in the EU.  As a result ,  the sector is  now 
s m a l l e r  b u t  co n s i d e ra b l y  m o re  co m p e t i -
t ive. 

Whereas  sugar  processors  would benef i t 
f ro m  l owe r  b e e t  p r i ce s  a f te r  t h e  re fo r m , 
t he  pr ice  of  maize  and ot her  raw mater
ials  used for  processing isoglucose would 
remain unaffec ted in  spite  of  the drop in 
i soglu cose  pr ices .  I n  order  to  make su re 
that isoglucose processors could maintain 
their  relat ive competit iveness,  addit ional 
q u o t a s  f r e e  o f  c h a r g e  w e r e  g r a n t e d  s o 
that  they could prof i t  f rom economies of 
scale.

97.
Overal l ,  EU growers are more competit ive 
after  the reform. That being said,  growers’ 
competit iveness  cannot  be seen in  isola-
tion from that of  the factor y to which they 
del iver  their  crops.  S ee a lso  Commiss ion 
repl ies to points 46–47.
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98.
T h e  C o u n c i l  d e c i d e d  t o  m a i n t a i n  a 
regime based on produc tion quotas unti l 
2014/15. 

99.
T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  b o t h 
o b j e c t i v e s ,  s t a b i l i s i n g  t h e  m a r k e t  a n d 
r e d u c i n g  u n p r o f i t a b l e  p r o d u c t i o n  c a p
acit y,  have been ful ly  met.  Fol lowing the 
reform,  the EU produces 6 mil l ion tonnes 
l e s s  o f  q u o t a  s u g a r  a n d  o p e r a t i n g  c o m -
pa nies  have  to  f ind  thei r  prof i tabi l i t y  in 
a  scenar io  of  substant ia l ly  lower  inst i tu-
t ional  pr ices.

The reform has br idged the gap between 
EU and world pr ices.  This  has contr ibuted 
to easing the pressure on the EU’s  domes-
t ic  sugar sector.

Recommendation 1
A s  a  m a t t e r  o f  c o u r s e ,  t h e  C o m m i s -
s i o n  a l ways  e xe rc i s e s  gre at  d i l i g e n ce  to 
ensure that instruments and measures are 
designed so as  to  ensure overal l  consist-
enc y and are based on thorough technical 
assessments  of  needs  and objec t ive  and 
non- discr iminator y cr iter ia.  This  approach 
h a s  a l s o  b e e n  fo l l owe d  i n  t h e  re fo r m  o f 
the sugar market.

Recommendation 2
I n  the preparat ion of  i ts  proposal  for  the 
rules governing sugar after  the marketing 
years  2014/15,  the Commission,  bui lding 
on the exper ience of  the past ,  wi l l  exam-
ine a whole ser ies of  options.

100.
The reform has contr ibuted to mak ing the 
EU   s u g a r  s e c t o r  m o r e  c o m p e t i t i v e  a n d 
s h o u l d  e n s u re  co nt i n u i n g  p ro d u c t i o n  i n 
the EU.

101.
G r e a t e r  r e l i a n c e  o n  i m p o r t s  i s  n o t  t h e 
result  of  the sugar  reform but the conse -
quence of  EU pol ic ies  a imed at  boost ing 
the role of  sugar as  a  dr iver  for  economic 
activity in least  developed countr ies with 
good production potential . 

Recommendation 3
The Commiss ion t akes  t he  v iew t hat  t he 
new sugar market balance emerging from 
the reform, including the level  of  EU self-
s u f f i c i e n c y,  i s  i n  l i n e  w i t h  Tre a t y  p ro v i -
s ions.  The Treat y  does  not  s t ipulate  that 
t h e  EU   s h o u l d  n e c e s s a r i l y  b e  s e l f - s u f f i -
c i e n t  w i t h  r e g a r d  t o  e v e r y  a g r i c u l t u r a l 
p r o d u c t .  C e r t a i n  i n s t r u m e n t s  b u i l t  i n t o 
the sugar  regime would enable the EU to 
deal  with situations of  undersupply of  the 
m a r k e t ,  m a i n l y  b y  c o nv e r t i n g  a v a i l a b l e 
out- of- quota sugar into quota sugar.

102.
T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  t h e 
refor m’s  objec t ive  of  reducing the  sugar 
pr ice has been met. 

The Commission wil l  shor tly  be launching 
a study on price transmission in the sugar 
sec tor  in  order  to shed more l ight  on the 
issue. 

Fur thermore,  as  par t  of  i ts  periodic evalu
a t i o n  o f  p o l i c i e s ,  t h e  C o m m i s s i o n  w i l l 
l a u n c h  a n  e x - p o s t  e v a l u a t i o n  o f  CAP   
measures applied to the sugar sector.  The 
e v a l u a t i o n  w i l l  e x a m i n e  t h e  i m p a c t  o f 
CAP   measu res  appl ied  to  t he  su gar  su p -
ply  chain ,  inc luding the  far m sec tor  and 
s u g a r  p ro d u c e r s  a n d  re f i n e r s ,  s i n c e  t h e 
reform was adopted in 2006.  Work on the 
e v a l u a t i o n  i s  e x p e c t e d  t o  b e g i n  i n  t h e 
four th quar ter  of  2010.  The results  can be 
expected at  the end of  2011.
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Recommendation 4
In  order  to shed more l ight  on this  issue, 
t h e  C o m m i s s i o n  w i l l  s h o r t l y  l a u n c h  a 
study on pr ice  t ransmiss ion in  the sugar 
sector.

103.
The Commission would also l ike to stress 
that the reduction in number of  sugar fac -
t o r i e s  h a s  b e e n  a n  o n g o i n g  p ro c e s s  fo r 
m a ny  ye a r s ,  s i n ce  we l l  b e fo re  t h e  s u g a r 
r e f o r m ,  a s  e a c h  p r o d u c t i o n  u n i t  w a s 
i n c r e a s i n g  i t s  p r o c e s s i n g  c a p a c i t y.  Fo r 
instance,  between 2000 and 2006,  67 fac-
tor ies closed down in the EU. 

T h e  r e s t r u c t u r i n g  f u n d  h a s  p r o v i d e d  a 
l e g a l  f r a m e w o r k  a n d  f i n a n c i a l  s u p p o r t 
t hat  c losures  which  occur red be fore  t he 
reform could not benefit  from.

104.
I n  l i n e  w i t h  t h e  s u b s i d i a r i t y  p r i n c i p l e , 
t h e  l e g i s l a t o r  h a s  g i v e n  r e s p o n s i b i l i t y 
for  the implementat ion and fol low-up of 
t h e  s o c i a l  co n s e q u e n ce s  to  t h e  M e m b e r 
States,  which are better placed to per form 
this  task . 

Member State authorit ies must check that 
s o c i a l  o b l i g a t i o n s  a r e  i m p l e m e n t e d  i n 
compliance with social  plans.  Clearance of 
accounts  audits  inc lude ver i f icat ion that 
Member States carr y out such checks.

S ocia l  p lans  for  the  most  par t  are  drawn 
u p  i n  a g re e m e n t  b e t we e n  t h e  p ro d u c e r 
and workers/unions.  Fulf i lment of  obl iga-
t ions — training,  redeployment,  compen-
sat io n ,  etc .  — wi l l  a l so  be  monitored by 
the par t ies involved.

Fu r t h e r m o re,  t h e  Co m m i s s i o n  h o s t s  t h e 
‘ S e c to ra l  S o c i a l  D i a l o g u e  Co m m i t te e  fo r 
the Sugar  Industr y ’ which comprises rep -
resentatives from trade unions and sugar 
indu st r ies .  I n  par t ic u lar,  t h is  Commit tee 
has agreed a Code of  Conduct of  the Euro-
pean Sugar  I ndustr y  on cor porate  soc ia l 
responsibi l i ty  which has been extensively 
applied in the context of  the reform.

105.
I n  l ine  with  the pr inciple  of  subsidiar i t y, 
responsibi l i t y  for  the  implementat ion of 
the diversi f icat ion measures l ies  with the 
Member States.

106.
I n  D e c e m b e r  2 0 0 9 ,  t h e  C o m m i s s i o n 
a m e n d e d  t h e  l e gi s l at i o n  to  a l l ow  fo r  a n 
e x t e n s i o n  o f  t h e  d e a d l i n e s  c o n c e r n i n g 
e n v i r o n m e n t a l  m e a s u r e s  u n t i l  S e p t e m -
ber 2011.  The rat ionale for  extending this 
deadl ine was  t wo -fold :  on the one hand, 
t h e  i n i t i a l  d e a d l i n e  w a s  f i x e d  i n  2 0 0 6 
a n d  t h e  t i m e t a b l e  n e e d e d  u p d a t i n g  t o 
take into account the impor tant  changes 
i n  n a t i o n a l  r e s t r u c t u r i n g  p r o g r a m m e s 
that  s tar ted in  2008.  On the  other  hand, 
t h e  c o n s e q u e n c e s  o f  t h e  g l o b a l  f i n a n -
c i a l  c r i s i s  f o r  t h e  e c o n o m i e s  o f  c e r t a i n 
M e m b e r  S t a t e s  m a d e  t h i s  a m e n d m e n t 
appropriate.

107.
A l t h o u g h  t h e  C o m m i s s i o n  p r o p o s a l  d i d 
n o t  i n c l u d e  t r a n s i t i o n a l  a i d  t o  f u l l - t i m e 
re f i n e r s ,  i t  b e c a m e  c l e a r  d u r i n g  Co u n c i l 
d iscuss ions  that ,  l ike  sugar  beet  proces-
sors ,  fu l l - t ime ref iners  had to  undergo a 
ser ies  of  structural  adjustments as  a  con-
s e q u e n c e  o f  t h e  d r o p  i n  s u g a r  i n s t i t u -
t ional  pr ices. 
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I n d e e d,  t h e  re fo r m  e n t a i l s  a  m o re  c o m -
p e t i t i ve  b u s i n e s s  e nv i ro n m e n t  fo r  t r a d
it ional  ref iners,  which need to adjust their 
operations in order to remain competit ive 
in this  new scenario.  Concerned operators 
h a d  t o  s e t  o u t  t h e  n e c e s s a r y  c h a n g e s 
i n  a  b u s i n e s s  p l a n  t o  b e  s u b m i t t e d  t o 
n a t i o n a l  a u t h o r i t i e s .  B y  g r a n t i n g  t h i s 
a id,  the  refor m secured equal  t reatment 
of  a l l  sugar  producers  in  the Communit y 
whether  they  use  beet  or  raw sugar  as  a 
raw material .

108.
The Commission would also l ike to stress 
that the reduction in the number of  sugar 
f a c t o r i e s  h a s  b e e n  a n  o n g o i n g  p r o c e s s 
f o r  m a n y  y e a r s ,  s i n c e  w e l l  b e f o r e  t h e 
sugar reform, as each production unit  was 
i n c r e a s i n g  i t s  p r o c e s s i n g  c a p a c i t y.  T h e 
re s t r u c t u r i n g  f u n d  h a s  p rov i d e d  a  l e g a l 
f r a m e w o r k  a n d  f i n a n c i a l  s u p p o r t  t h a t 
closures which occurred before the reform 
could not benefit  from.

Recommendation 5
I n  l i n e  w i t h  t h e  s u b s i d i a r i t y  p r i n c i p l e , 
responsibi l i t y  for  the  implementat ion of 
the diversi f icat ion measures l ies  with the 
Member States,  which are better placed to 
take the necessar y  decis ions  in  the l ight 
of  the number of  specif ic  factors applying 
in each case.

Recommendation 6
I n  l i n e  w i t h  t h e  s u b s i d i a r i t y  p r i n c i p l e , 
r e s p o n s i b i l i t y  f o r  e n s u r i n g  c o m p l i a n c e 
with environmental  obl igat ions  l ies  with 
t h e  M e m b e r  S t a t e s ,  w h i c h  a r e  b e t t e r 
placed to take the necessar y decis ions in 
the l ight of  the number of  specif ic  factors 
applying in each case.

109.
As far  as  the  refor m of  the  sugar  regime 
i s  c o n c e r n e d,  a l l  t h e  c h a n g e s  t h a t  we re 
i n t r o d u c e d  w i t h i n  t h e  C o m m o n  M a r k e t 
Organisat ion (CMO) for  sugar  need to be 
taken into account,  i .e .  the transfer  f rom 
measu res  encompass ing h igh gu arantee 
pr ices  of  sugar  beet  and produc t ion and 
expor t  refunds to  a  system mainly  based 
on direct  aid to farmers.  In this  sense,  the 
sugar regime was conceived to be budget-
n e u t ra l  i n  te r m s  o f  a gr i c u l t u ra l  ex p e n d
iture.  The Commission considers  that  this 
objective has been achieved.

In accordance with Ar t icle 1(3)  of  Counci l 
Regulation (EC )  No 320/2006,  the remain-
i n g  b a l a n c e  i n  t h e  s u g a r  r e s t r u c t u r i n g 
f u n d,  c u r re nt l y  e s t i m ate d  at  6 4 0  m i l l i o n 
e u ro,  w i l l  b e  a s s i gn e d  to  t h e  EA G F  a f te r 
the f inancing of  the measures under that 
fund.

As far  as the revenue is  concerned,  please 
see Commission reply to point 90 (a) .

The accompanying measures  result  f rom 
t h e  o v e r a l l  EU   c o m m i t m e n t ,  w i t h i n  t h e 
f r a m e w o r k  o f  t h e  ACP   – EU   p a r t n e r s h i p 
agreement ,  to  suppor t  ACP countr ies  on 
their  path to  pover t y  reduc t ion and sus -
tainable development.  During the process 
leading to the sugar  reform the Commis-
s i o n  h a d  c o m m i t t e d  t o  s u p p o r t i n g  t h e 
a d j u s t m e n t  n e e d s  o f  p r i v i l e g e d  S u g a r 
P r o t o c o l  c o u n t r i e s  a n d  m a d e  a n  a n a
lysis  of  the impact of  the sugar reform on 
ACP   c o u n t r i e s .  Th e  s u p p o r t  p rov i d e d  t o 
ACP   co u nt r i e s  f a l l s  o u t s i d e  t h e  s co p e  o f 
Counci l  Regulation (EC)  No 1290/2005,  as 
i t  co n ce r n s  d e ve l o p m e nt  a i d  to  t h e  ACP  
countr ies and therefore is  not covered by 
the  expenditure  of  the  common agr icul -
tural  pol ic y.
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Agri C5 - 8.7.4

Sugar restructuring
Breakdown of Member States by their combined profitability

Level of 
combined 

profitability

MS Quota 
2006/2007

Total 
renounced 

(tonnes)

in % of 
initial 
Quota

Added/
Bought

Quota 
2009/2010

in % of 
initial 
Quota

LOW

Greece 317 502 158 800 50 % 0 158 702 50 %

Ireland 199 260 199 260 100 % 0 0 0 %

Italy 1 557 443 1 049 064 67 % 0 508 379 33 %

Portugal 69 718 69 718 100 % 0 0 0 %

Total Group 
in % of TOTAL

2 143 923 
12 %

1 476 842 
28 %

69 % 0 
0 %

667 081 
5 %

31 % 

MEDIUM

Czech Republic 454 862 102 473 23 % 20 070 372 459 82 %

Denmark 420 746 80 083 19 % 31 720 372 383 89 %

Spain 996 961 498 481 50 % 498 480 50 %

Latvia 66 505 66 505 100 % 0 0 %

Lithuania 103 010 20 758 20 % 8 000 90 252 88 %

Hungary 401 684 301 264 75 % 5 000 105 420 26 %

Slovenia 52 973 52 973 100 % 0 0 %

Slovakia 207 432 103 717 50 % 8 605 112 320 54 %

Finland 146 087 65 088 45 % 80 999 55 %

Total Group 
in % of TOTAL

2 850 260 
16 %

1 291 342 
25 %

45 % 73 395 
7 %

1 632 313 
12 %

57 % 

HIGH

Belgium 819 812 206 066 25 % 62 489 676 235 82 %

Germany 3 416 896 757 200 22 % 238 560 2 898 256 85 %

France 3 288 747 683 655 21 % 351 695 2 956 787 90 %

Netherlands 864 560 126 547 15 % 66 875 804 888 93 %

Austria 387 326 54 785 14 % 18 486 351 027 91 %

Poland 1 671 926,0 366 868,9 22 % 100 551,0 1 405 608,1 84 %

Sweden 368 262 92 798 25 % 17 722 293 186 80 %

United Kingdom 1 138 627 165 000 14 % 82 847 1 056 474 93 %

Total Group 
in % of TOTAL

11 956 156 
68 %

2 452 920 
47 %

21 % 939 225 
93 %

10 442 461 
78 %

87 % 

Others1 604 114 9 227 2 % 0 594 886

TOTAL 17 554 453 5 230 331 1 012 619 13 336 741

1	 Azores, Madeira, French overseas departements, RO, BU.
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THE EU LAUNCHED A MAJOR REFORM OF ITS SUGAR SECTOR  IN 

2006, TO ENSURE ITS COMPETITIVENESS AND TO STABILISE THE 

MARKET WHILE COMPLYING WITH INTERNATIONAL COMMITMENTS. 

THIS INVOLVED A PRICE DECREASE AS WELL AS A 30 % REDUCTION 

IN PRODUCT ION QUOTAS, RESULTING IN THE CLOSURE OF 80 

FACTORIES. A RESTRUCTURING FUND AND AID FOR DIVERSIFICATION 

WERE TO MITIGATE THE SOCIAL AND ECONOMIC IMPACT OF THESE 

MEASURES, THE COURT CONDUCTED  AN AUDIT OF THE REFORM 

AND CONCLUDED THAT SOME OF THE MOST EFFICIENT PRODUCERS 

WERE FORCED TO RENOUNCE QUOTAS AND RIGIDITIES LINKED TO 

THE QUOTA SYSTEM ARE STILL PRESENT. THERE IS AN INCREASED 

DEPENDENCE ON IMPORTS WHILE THERE ARE DOUBTS AS TO THE 

DECREASE IN PRICES BEING PASSED ON TO THE FINAL CONSUMERS 

AND DELAYS PERSIST IN IMPLEMENTING DIVERSIFICATION AND 

ENVIRONMENTAL MEASURES.

EUROPEAN COURT OF AUDITORS
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