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Introduction
AT THE HEIGHT OF THE ETHIOPIAN FAMINE in 1985 Oxfam was alerted to
the plight of several million other people who faced starvation, on the sugar
producing island of Negros, in the Philippines.

Unlike the barren, drought-stricken images of Ethiopia during the famine,
Negros, with its lush green fields fringed by tall coconut palms, gives every
appearance of being rich and fertile. But the appearance of agricultural
opulence turned out to be deceptive. Oxfam found itself funding a major
relief operation to send food and medicines to the island.

Negros was as bereft of food as a drought-stricken desert. The hospital
wards were full of severely malnourished children. Out in the villages people
were scratching a living from the tiny, over-cultivated plots around their
houses, or trying to grow food on the narrow stretches of land along the
roadsides. Hunger was widespread because only a very few had work.

The reason for this was that sugar cane is almost the only crop grown on
the island and nearly a quarter of a million sugar workers had been laid off
work. Without employment they had no means of support, for themselves or
their families.

Most of the sugar produced in the Philippines is exported to the United
States. However, due to a switch from sugar to High Fructose Corn Syrup in
many manufactured products the US no longer needed to import so much
cane sugar. The Philippines' export market was substantially reduced and
the sugar industry, which already faced considerable prgblems, was forced
to cut back on production.

The suffering of people on Negros graphically illustrates the reason why
Oxfam is publishing this report. The production and sale of primary
commodities, such as sugar, tea, coffee and palm oil, provides the back-
bone of many Third World economies. Yet the- marketing, financing and
processing of them is usually controlled by rich industrialised nations, such
as Britain. It is an unequal exchange that leaves the Third World producers
highly vulnerable to changes in market conditions and factors outside their
control.

Yet sugar presents a special set of problems. In recent years cane
producers from the South have found that they are in direct competition with
European sugar beet and North American corn syrup. As a result of these
developments traditional markets for cane sugar have contracted and



prices have fallen to a fraction of production costs. Hardest hit are the Third
World poor.

Nearly 60% of the countries where Oxfam supports projects produce
sugar for export. Half of these depend on sugar as a regular source of
foreign exhange earnings. In some countries Oxfam has direct experience
of working with sugar workers. In many the problems faced by cane cutters
and other sugar workers are inseparable from those of the rural poor in
general who suffer from landlessness, unemployment or low wages and lack
basic amenities or access to services.

The Hunger Crop traces sugar as an export industry from its colonial
beginnings as a slave crop in the 18th century to the present day. It shows
how Third World producers first became dependent on exports to
'developed' country markets and how they have been hit by fluctuating
prices as a result of Northern agricultural policies. To help clarify the Third
World producers' predicament, it analyses the various trade agreements
including the Sugar Protocol of the Lome Convention and the International
Sugar Agreement. It also looks critically at the overproduciton of European
beet under the Common Agricultural Policy and the implications for Third
World producers.

The book looks at some of the ways in which cane producers have
attempted to overcome the crisis in the sugar industry through diversifi-
cation, ethanol production and reducing their dependency on traditional
markets. It concludes that there are no simple solutions, but that there are
two inter-related problems. Both have to be addressed. The first is the cane
producing countries' need to generate foreign exchange. The second, and
Oxfam's primary concern, is the pressing need to alleviate rural poverty.
This necessitates political commitment on the part of Third World govern-
ments to implement changes such as land reform. However, there is a great
deal that 'developed' country governments could do to assist.

Europe needs to reduce its beet surplus as a first step to an International
Sugar Agreement that can control world sugar prices. The United States
should compensate cane exporters for the loss of its markets. Aid could be
directed at programmes genuinely designed to promote rural development,
such as land reform, and the burden of debt repayments could be eased by
partially writing them off or lowering interest rates.
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SUGAR
Sugar is derived from sucrose, a chemical substance which is
present in all green plants. The most important sources of sucrose
- in its processed form of sugar - are beet and cane.

60% of the world's sugar comes from cane and the rest from beet.
It would be hard to imagine two more different plants and yet after
processing and refining, the sugar produced from both is identical.

Whilst sugar cane, the grass, thrives in the heat and damp of
tropical climates, sugar beet, the root, can only be grown in the
world's temperate zones. This means first that sugar can be
produced almost anywhere in the world and second that the vast
majority of the world's sugar beet is grown in the 'First World'
whilst most of its cane is grown in the 'Third World'. This makes
sugar one of the few major agricultural commodities where the
developed and developing worlds are in direct competition with one
another.

Sugar cane is a perennial giant grass that belongs to the same
plant group as maize and sorghum. It thrives in tropical or semi-
tropical climates as it needs strong sunlight and abundant water.

The mature plant is 12 to 15 feet high with soft, sweet, juicy stalks
that grow to a thickness of about two inches. It is propagated from
cuttings of the stem which, once planted, mature quickly. This
'seed' cane will be ready to harvest in 11 to 18 months. After
cutting, the remaining stubble will sprout again for the following
year. The practice, known as 'ratooning' can be continued for 6 to 7
years or longer and is one of the economic advantages of cane over

. annual crops.
Much of the world's sugar cane is cut by hand. Just before

cropping the leaves are often removed by controlled burning.
Although this lowers the sucrose content of the cane it makes the
harvesting much quicker and easier for the cutter. Cane cutting
seasons usually last for 6 months of the year. For the rest of the
time there is considerably less work involved in the production
process.

Sugar cane deteriorates quickly when it has been cut and needs
to be processed as soon as possible. Processing involves washing,
shredding and crushing the cane. The cane extract is then soaked
in water which is heated until the water evaporates and the sucrose
becomes concentrated. As it cools it crystallises and emerges as
'raw' sugar. The by-products are molasses and bagasse, the resi-
dual fibre of the cane. The molasses is converted into rum, bakers'
yeast and cattle feed. The bagasse is used mainly as fuel for the
sugar factories.

The raw sugar still has to be refined before it becomes the
product most familiar to consumers.
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The tropical or sub-tropical regions where cane sugar is grown
are climatically volatile. In any one year the grower is likely to face
having the crop damaged by hurricane, cyclone, flooding, drought,
pests or disease. Yet sugar cane is more resistant to adverse
climatic conditions than many other tropical crops. The same wind
that will destroy a crop of bananas may flatten a field of cane but it
can still be harvested manually and will sprout up again the
following year unharmed. As one geographer observed, "No other
crop plant is so adapted to the ecological requirements of a humid
tropical environment".1

Sugar beet is a root crop which can only be grown in the world's
temperate zones. It is a favourite with many farmers because it is an
excellent rotation crop and the whole plant can be used. Whilst its
plump parsnip-shaped, sucrose-rich root can be dug up and sold
for processing into sugar, its leafy green top, and the residue from
processing, make good cattle feed. The seed is normally sown in
the spring and the plant is harvested in the winter which is
particularly welcome as green fodder is in short supply at that time
of the year. Production is highly mechanised and farmers are
generally well paid for their crop.

In Britain about half the sugar consumed comes from cane,
imported from a number of African, Pacific and Caribbean coun-
tries, and the rest from home produced beet. Sugar that is sold by
Tate and Lyle comes from cane, whilst sugar that is sold under the
brand name Silver Spoon is beet sugar refined by the company,
British Sugar . Other brands of packaged sugar may come from
either beet or cane.

World Production of Sugar* -1985
(Million Tonnes)

TOTAL BEET CANE

WORLD
EUROPE
EC
USSR
ASIA
India
China
Thailand
CENTRAL AM ERICA
CARIBBEAN AND CUBA
MEXICO
SOUTH AMERICA
BRAZIL
AFRICA
SOUTH AFRICA
NORTH AMERICA
USA
OCEANIA
AUSTRALIA

99.0
31.8
13.5
8.6

22.3
7.0
5.2
2.4

14.5
7.9
3.4

13.5
8.4
7.6
2.5
5.5
5.4
3.8
3.4

37.2
31.5
13.2
8.6
2.1

0.9
—
_

—
0.4
—
0.5
_
2.7
2.6
_
—

61.8
0.3
0.3
—

20.2
7.0
4.3
2.4

14.5
7.9
3.4

13.1
8.4
7.1
2.5
2.8
2.8
3.8
3.4

* Only those countries that produced 2.4 million tonnes or more are listed individually.

Source: SUGAR YEAR BOOK 1985. International Sugar Organisation.



Chapter 1

Sugar plantation workers
in Jamaica, the Philippines
and Brazil

'Have to work so hard.
Have to work hungry.
Have children and rent house.
Me get seventeen dollars last week.
Can't drink tea
and we worked whole day in the sun.'
Jamaican sugar worker, Frome Estate, February 1986



Chapter 1

NELSETTA JOHNSON is one of 40,000 Jamaicans who earn their living from
the island's sugar industry. Under the Sugar Protocol of the Lome Con-
vention Jamaica is entitled to sell some of its sugar to the European
Community.1 Each year it sends around 125,000 tonnes of raw cane sugar
to Europe where it is refined at one of Tate and Lyle's refineries at Silvertown
in London or Greenock in Scotland.

This trading arrangement is generally welcomed. It provides the
Jamaican Government with a steady and reliable income as the price that
the Community pays for its sugar is both fixed and set at a high level, unlike
the world market price, which can fluctuate considerably but is generally
depressed. For Tate and Lyle it means that there is a regular supply of sugar
coming to their refineries which in turn ensures employment for several
thousand people. It also means that Nelsetta Johnson is fortunate enough to
have regular employment although under terms that are far from agreeable.2

Hers is a life of plain hard labour and perpetual poverty.
Nelsetta works on Frome Estate, one of Jamaica's state owned sugar

plantations. Situated in the parish of Westmoreland, at the western end of
the island, the Estate is flanked by mountains to the north and west, and sea
to the south and east. Frome factory, the hub of estate activity, sits among
the cane fields pumping out black smoke when milling is in progress.

Since January 1985 both the estate and factory have been under the
management of Tate and Lyle. The company is there on a ten year
management contract, at the invitation of the Jamaican Government, as part
of its strategy to revitalise the island's sugar industry. In Jamaica Tate and
Lyle operate as the West Indies Sugar Company, known locally as WISCO.

Nelsetta lives in a small wooden hut in the middle of the estate. The house
is provided rent free by the estate but has neither water nor electricity. She
shares its one room with her two daughters, her three year old son and her
mother, now retired after years of working in the cane fields. Like many
women in Jamaica Nelsetta is head of her household.3 The father of her
children left home some years ago and has not been seen since. Some say
that he has gone to work in the cane fields of Florida, others that he has
joined the ranks of the unemployed in the ghettos of Kingston.

Nelsetta is one of a gang of six women field workers, assigned to tasks
such as spreading fertiliser on the cane fields or planting cane. Each



Frome factory.

morning she rises before dawn to prepare breakfast for her children and
food to take to work. She has to walk to work as there is no transport
available. Depending on the cane field to which she is assigned this may be
as far as six miles from her home. She has to be there by 7am when the
factory siren signals the beginning of the working day.

When spreading fertiliser each woman has to provide her own plastic or
wooden container. The fertiliser is brought to the fields in sacks, the
containers are filled and for eight hours a day the women trek back and forth
across the ploughed fields, scattering the fertiliser as they go.

They protect themselves from the burning sun and active ingredients of
the fertiliser by putting on layer after layer of clothing. They are not provided
with any protective clothing by the management even though some brands
of fertiliser cause severe sores to their hands.4

At mid-day they break for an hour. A meal is prepared by two women
assigned to that particular task for the day. It will consist of whatever the
women have managed to bring with them from home - often very little and
sometimes nothing at all. Frequently their lunch will consist only of boiled
yams or green bananas, sometimes flour and water dumplings. They are
usually joined by other work gangs and if they happen to be working in an
area where no shelter is provided they sit eating in the heat of the mid-day
sun.



Sugar workers'housing— Frome Estate.

The factory siren sounds the end of the day's shift at 4pm and the women
return home, often complaining of hunger and exhaustion.

As a cultivator Nelsetta is paid the minimum agricultural wage of J$12.75
(£1.70) for an eight hour day. However, after deductions her take-home pay
for a five day week is considerably less than her gross income of JS63.75
(£8.50). As illustrated in the pay slip (see figure 1) for one 40 hour week in
January 1986 she took home just J$22.06 (£2.94), which means in effect that
she worked for seven pence an hour. (Exchange rate Jan '86: J$7.50 = £1
sterling.)

Whilst all workers in Jamaica have money deducted at source for National
Insurance, Income Tax and Government Bonds, Nelsetta, like many other
workers on Frome Estate, opts to put J$10 (£1.33) into a credit union. This is
her insurance against times of extreme financial hardship such as being laid
off work, or to help her to meet unexpected extra costs such as funeral fees
or hospital expenses. A further J$20 (£2.66) goes towards paying off a
company loan and finally she pays union dues of J$1.20 (16p) a week.

After nearly forty years of work in the cane fields Nelsetta's mother
receives a pension from the company of just J$15 (£2.00) a week. This
brings their weekly joint disposable income to J$37.06 (£4.94).

But the cost of living is high. A group of nutritionists calculated the basic
food needs for a family of five in Jamaica for one week. Their shopping list to
meet these requirements would have cost J$175.37 (£23.38) in January
1986 (see chart), nearly five times the combined incomes of Nelsetta and
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her mother. The reality of this is that in order to buy one pound of rice
Nelsetta has to work three hours eighteen minutes; to buy two pounds of
sweet potatoes she must work four hours thirty-six minutes; and for one
pound of spinach, two hours thirty-six minutes.

Some work on the estate is better paid. Factory workers, for example, earn
J$15.45 (£2.06) a day, gross, whilst those employed to load or transport the
cane receive an additional 34 cents a day (Figure 2; Frome worker pay slip
29.01.86 - trailer loader) As is so often the case in other countries and
industries it is the jobs which are normally assigned to women - weeding,
planting, fertilising - which are paid at the lowest rates. This leads to special
hardships in Jamaica as many households there are headed by women. But
even for those with the higher paid jobs in the sugar industry life is not easy.
A foreman supervising cane cutting earns J$17.65 (£2.35) a day, gross.
One Frome foreman worked seven eight-hour days in one week. His take
home pay was J$134.17 (£17.89) (Figure 3) - still less than the estimated
cost of feeding a family of five for a week.

All three pay slips (Figs 1, 2 and 3) were from a period when employment
from the Jamaican sugar industry was at its peak. A particular cause of
hardship is the cyclical nature of the industry.

January to June are the months when cane is being cut and employment
is at its most plentiful. During this period Frome adds 1,000 cane cutters to
its workforce. There is plenty of opportunity for overtime and weekend work.
But for the rest of the year many people will be laid off work and a
considerable number of regular employees will be put onto a three day
working week with a corresponding reduction in their salaries. These are the
lean months when hunger is a daily reality.

Cutting cane, Jamaica.



SUGAR WORKERS' WEEKLY PAY SLIPS -
FROME ESTATE, JAMAICA - JANUARY 1986

F i g 1 FOR SPREADING FERTILISER ON CANE FIELD (WOMAN)
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Net pay sterling equivalent £17.89

Rate of exchange, end of Februaiy 1986 — 7.50 Jamaican dollars to each £1.00 sterling.



FOOD NEEDS FOR A FAMILY OF 5 FOR ONE WEEK
(Adapted fromasurvey carried out by the Caribbean Food andNutritionlnstitute, University of the West

Indies, Mona Campus, Kingston, Jamaica).

— Rate of exchange, end February 1986 — 7.50 Jamaican dollars to each £ 1 sterling.

ITEMS

FRUIT AND VEGETABLES

6 lbs green bananas
4 lbs sweet potatoes
2 lbs dried peas
2 lbs pumpkin/carrot
2 lbs callaloo (spinach)
2 lbs cabbage
ldoz oranges
Vidoz limes
%doz ripe bananas

CEREALS
6 lbs rice
6lbscornmeal
6 Ibsflour
4 lbs bread
1 Ib crackers

COST (JAMAICAN DOLLARS) JAN 1986

3.30
4.80

13.00
2.40
2.60
5.20
3.70
0.50
1.96

37.46

MILK PRODUCTS
2 lbs skimmed milk powder
2 tins sweetened condensed milk

MEAT AND FISH

5 lbs chicken necks and backs
%lbsaltfish
2 lbs pork (medium fat)
2 lbs canned mackerel
2 lbs tripe
l i b minced beef

FATS
1 quart cooking oil
2 lbs margarine

SEASONING
6 lbs dark brown sugar
Spices, beverages, condiment

TOTAL

5.06
5.40

10.46

12.50
3.50

11.00
10.00
11.90
5.80

54.70

14.09
10.00

24.09

8.10
7.00

15.10

175.37

£23.38
Sterling equivalent
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FROME CULTURAL GROUP
Everyone suffers but it is the women workers - lower paid and
frequently sole providers for a number of dependents - who suffer
most. A number of women sugar workers from the Frome estate
meet weekly to share their experiences. Originally assisted by a
women's theatre group, SISTREN, from Kingston and supported by
Oxfam, they express something of the way they feel about their
lives and work through song, dance, poetry and theatre.

They call themselves the Frome Cultural Group and put together
performances to entertain other workers around the estate. "It
helps me to feel less alone," said one member of the group. "We are
able to talk about our problems and this helps to make them easier
and sometimes even solve them. Besides, I like to sing and dance
and all those things. It makes me feel young again!"

HANDS
A poem put together by women sugar workers at Frome Estate during
SISTREN workshop sessions.
Cracked hands, drop down hands,
Big hands, pain take over,
My hands are very stiff,
Rough hands, swell hands,
Working hands, nervous hands,
Hard working women.

My hands them corn up, sick and tired,
Dropping the fertiliser cause these hands to sore,
This work makes me hands them rough,
Them swell, them have arthritis,
Fingers them swizzle up,
Fingers them swell,
Through the hard work,
Fertiliser make them hands rough.

Old age take place with the hands,
Using to build them hands corn up,
Fingers them seize up,
Joints them numb and shaky,
Pressure cause that,
Years of exploitation take the poor two hands,
These hands do a lot of work,
These hands do a lot of work.

SISTREN is a Jamaican popular theatre collective of women which has been in
existence for over a decade. The group formed during the 1970s as part of an
extensive programme of social education facilitated by the Government of that
period. Most of the women were originally street cleaners.



frame cultural group.
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Women like Nelsetta survive because she is able to grow a few vegetables
on a small plot of land behind her house. But she often goes to work hungry
and can rarely afford to send her children to school. Most sugar workers
need to combine subsistence farming with estate work in order to survive
the chronically low rates of pay in the industry. The problem is that all the
best land is taken up with sugar cane.

Jamaica is not the only country where Oxfam is involved in supporting
programmes designed to assist sugar workers. In a number of areas where
it works Oxfam has found sugar workers to be among the poorest and most
oppressed sectors of society.

NEGROS
Oxfam has been concerned by the plight of sugar workers in the Philippines
for many years. 68% of the country's sugar crop is grown on the island of
Negros where much of the arable land is planted out to cane.5 As a result
Negros has to import most of its food from the other islands.

Unlike Jamaica the Philippines' sugar industry is privately owned. Many
small farmers grow sugar as a cash crop on as little as half an acre of land
but most of the sugar grown in the Philippines is owned and controlled by a
small number of wealthy land-owners.

Their plantations are known by the Spanish term 'hacienda'. A typical
hacienda in Negros is about 200 acres (some are much larger than this and
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some smaller). An estate of this size may support up to 50 families who
would live on the hacienda in housing provided by the owner.

During harvest time additional labour is often needed. This is provided by
seasonal migrant workers from other islands. Known as 'sacadas' (derived
from the Spanish word 'sacar' literally 'to take out') they are the mainstay of
the industry as they are crucial for harvesting the crop.6

Barrio Hagnaya
It takes about five hours to get to the tiny, remote village of Hagnaya from
Bacolod, the capital city of Negros Occidental. First there is a bus trip along
the coast road that leads to Escalante, scene of a massacre which took
place in September 1985.7 From there a jeepney, the local form of public
transport, goes as far as the bottom of the rough half-mile track that leads up
to the village.

About 40 families live in Hagnaya. It consists of 20 rudimentary bamboo
houses each surrounded by a tiny plot of land. These were provided by the
owner of the 234 acre hacienda as accommodation for his permanent
workforce. He lives on a neighbouring island and last visited his hacienda in
1977. There is no electricity or running water in Hagnaya. Fields of sugar
cane surround the village, stretching as far as the eye can see.

The workers of Barrio Hagnaya have been living in conditions of extreme
poverty for as long as any of them can remember. In April 1986 they went on
strike and constructed picket lines around the village. Inside the picket lines
lay a number of trucks, vital to the work of the hacienda. As the workers
explained, there is a higher premium on machinery than on their labour. If
they allowed the trucks to be taken out of the village the managers of the
hacienda would simply hire casual labour to work the cane fields. One thing
there is no shortage of in Negros is labour.

Makeshift banners ranged across their picket lines telling something of
the miserable conditions that they have to put up with. Their demands
included the right to work an eight hour day - many of them had been put on
a short working day and paid accordingly, causing considerable hardship
to them and their families; wages consistent with the national minimum level
- for some time they had been considerably lower; basic social security
benefits - to which all Filipinos are entitled providing their employers make
the correct contributions; access to a health clinic; the right to use idle cane
lands for food production; equal pay for work done by men and women.

For the duration of the strike meals were being prepared communally with
food donated by neighbouring haciendas where the workers were not
striking at the time. The tiny plots of land around their houses were intensely
cultivated with bananas, cassava, sweet potato and other food crops but
there was only enough to take the edge off hunger.

Despite the additional hardships incurred through being on strike, morale
was high. As one worker explained, "We have suffered for so long; either we
fight for change or we watch our children become wasted from hunger with
no hope for the future."8

12



Barrio Hagnaya — Striking sugar workers' picket line.

The workers from Barrio Hagnaya are not a special case. All over Negros
workers are striking or speaking out against the conditions under which they
have been forced to live for so long. They have suffered for years but only
since the more liberal Aquino Government came to power have they been
able to demand change without too much fear of a brutal military response.

During the strike meals were prepared communally.
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BRAZIL
Brazil is one of the world's leading sugar producers. Of the eight to nine
million tonnes that it produces annually about one third is exported and
nearly half converted into alcohol-fuel for cars. Most of the industry is
privately owned, but is state ocntrolled in respect of production levels,
prices and subsidies. It provides direct employment for between three and
four million people although about 40% of these are seasonal workers.9

In the North East of Brazil, where much of the country's cane is grown,
around one million women, men and children work on the plantations. Sugar
is known locally as 'the hunger crop'.10 For a number of years, as part of its
programme in NE Brazil, Oxfam has supported social, educational and legal
aid projects to improve conditions for sugar workers. Despite annual
campaigns to improve salaries, organised by the workers since 1979,
conditions on the plantations and among the casual day labourers living on
the edges of the rural towns, are deplorable.

The Zona da Mata is the name given to the humid coastal zone of the
North East where sugar production is concentrated. The name originates
from the Atlantic forest, the 'Mata', that used to cover the region. Today very
little remains. There are a few stretches on the hill tops and in some of the
valleys that are too deep to plant cane.

A Cane Worker's Day
In the heart of the zone, about two hours drive from the state capital, Recife,
the sound of a huge Mercedes truck shatters the pre-dawn silence of a small
town. Joana wakes up with a sigh, wondering whether they will have a safe
driver in charge of the truck that will take her and tens of other 'clandestinos',
the name given to the casual day labourers, to the plantations. Two years
ago she lost her job on the local plantation because she stood as one of the
unsuccessful opposition candidates in the local union election. She was
forced to move out of her terraced house on the plantation, into the town to a
small house which she shares with her five daughters, mother and husband.

Sometimes there is no work available but today Joana is lucky. The cane
cutting season is at its height so work is plentiful. By 5am she has found a
contractor who agrees to take her on. she is assigned to work that involves
clearing the land in preparation for planting. For an exhausting day of hard,
physical work, she is paid 60 cruzados (£2.12), which is calculated by the
area that she has managed to clear.11 It has been a good day for her as she
feels physically fit. Some of the older workers only managed to clear enough
to earn half of that amount. As the plantation is a considerable distance from
her home she doesn't arrive back until late in the evening.

Joana's husband, Carlos, has a full time job on a nearby plantation. When
cutting cane he can earn between 200 and 300 cruzados a day, depending
on the weight of the cane that he manages to harvest. When there is no cane
to cut and only planting, weeding or fertilising work available, he earns much
less. On their combined income Joana and Carlos can just about manage to
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keep their family fed. Each week they buy manioc, beans, sugar, maize
meal, rice, eggs, and some coffee. They estimate that it takes them about
one or two hours work to earn enough to buy a packet of sugar.

Plantation Life
Life is not much easier for those who live on the plantations. Lucia and her
family live in a house that is typical of workers' dwellings on many of the
plantations. They are one of ten families who live in a terrace of small houses
constructed out of brick and wattle and daub. The 'cabo' (or foreman) lives
at one end. He measures the area of cane to be cut, or rows to be cleared.
Generally it is a good idea to keep on the right side of him.

There is no electricity or running water. Water has to be fetched from over
the road where a well has been sited in the middle of a cane field. The only
place for washing and bathing is a muddy stream about a quarter of a mile
away.

At the back of the terrace the families have planted manioc and beans,
and a variety of fruit trees. Little by little they have been extending into the
cane fields but the bailiff has warned them not to go any further. They take
his warning seriously. In a neighbouring settlement a goat was recently shot
as it drank by a stream, as a warning to the workers not to raise livestock.
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Lucia, three of her six children, and her husband, all work on the
plantation. Yet with their combined pay often they cannot even afford to buy
basic food items. The main food that the family eats is manioc flour. When
there is not much work on the plantation and income is low this is simply
mixed with water, or even a bit of cane juice. They often go hungry.

A nutrition survey carried out in the Zona de Mata in the 1960s found many
of the cane workers to be malnourished due to a low intake of essential
foods.12 The researcher found that many of the workers left home in the
mornings without having eaten. He calculated that the average cane worker
has a daily intake of 1,500 calories, less than half the amount needed for
such physically demanding work.13 A more recent survey concluded that
80% of workers' income is spent on food.14 Nowadays, with payment
equalling around seven to twelve pence an hour, depending on an indi-
vidual's productivity, this may be even higher.

One consequence of the difficulties workers face in earning enough to be
able to survive, is a high illiteracy rate. As children often have to help their
parents out, either by working in the cane fields, or by taking responsibility
for the household, many miss the opportunity to attend school. Lucia's two
eldest girls, aged 14 and 15, and their 11 year old brother work with their
father cutting cane in the harvest season. They fit in seven or eight hours
work in the morning, help in the house in the afternoon, and then go to
school at 7.30pm. Luckily for them they live within easy reach of the town.
For those in more remote areas attending school is even more difficult.

Figures for the municipality of Sao Lorenzo da Mata, a typical town in the
cane zone, show 43% of the population as illiterate. However, the problem of
illiteracy is probably greater as less than half of the more literate had more
than four years of primary education.15 As Oxfam project partners often
stress literacy is not just a question of being able to read and write. It is
crucial to people beginning to gain control over their lives and the lives of
their communities, campaigning for better wages and conditions.

There are about twelve million people employed in Third World cane sugar
production. Not all of them are employed on plantations. In some parts of the
world, such as Fiji, sugar is grown by small farmers who sell their crop
harvest to the factories. Small farmer production co-exists with plantation
production in Jamaica and the Philippines whilst in Peru and Cuba sugar is
grown by cooperatives.

Whilst all sugar workers are vulnerable to periods of low income when the
price of sugar falls, conditions on plantations tend to be particularly bad as
workers rarely have access to land where they can grow food. The
plantation system is as old as the industry itself. Sugar plantations have
been in existence in Jamaica, for example, for several hundred years and
still the workers live in poverty.
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Chapter 2

The history of the
cane sugar industry

'The sweetening of the British tea
has always taken priority over the filling
of the Jamaican stomach.'
Joe Owens—Jamaican Sugar Worker organiser.



Chapter 2

IN APRIL 1986 representatives from sugar workers' organisations around
the Asia-Pacific region gathered for a meeting on the island of Negros.1 It
was an opportunity for delegates to share the problems that workers in the
industry in their respective countries face and discuss ways in which these
problems could be overcome.

Each delegate had a story to tell. From India we heard of an attempt by
cane cutters in one region to secure basic medical and educational facilities
and of an explosion in an ethanol factory that killed 12 people and seriously
injured many more.2 From Thailand we heard how many of the country's
120,000 sugar cane farmers are crippled by debts due to the high interest
charged on loans for inputs. From Indonesia we heard how farmers,
encouraged to grow sugar instead of food crops in a national drive to
increase sugar production, had suffered when there was a crop failure after
a drought in 1983. In Sri Lanka farmers are being driven off their lands to
make way for a huge sugar cane plantation.3 In the Philippines, a crisis in
the sugar industry, has laid off thousands of sugar workers on the island of
Negros, leading to widespread poverty and starvation.

Whilst sugar workers from each country faced their own special set of
problems a depressing picture of poverty and deprivation emerged. Yet
each delegate acknowledged the importance of sugar to their country.
Besides its potential to provide employment, many developing countries
depend a great deal on sugar as a source of foreign exchange. To
understand how this dependency came about and why so many sugar
workers live in poverty it is helpful to look at the growth and evolution of the
industry - back to the days when sugar was 'King' during the colonial period
and era of slavery.

Sugar cane is a native of Polynesia where it was once invested with near
magical properties. This arose, perhaps, from the fact that small pieces
were often found washed up on foreign shores where they inevitably
flourished, and probably explains how sugar cane came to be found in
China, India, the Philippines and elsewhere. It was reported to have been
first refined into sugar in India around 700BC.

Sugar cane and its production into sugar were established in the
Mediterranean region around 1000AD. Some speculate that its introduction
to the region followed Mohammed's banning of alcohol to his followers. At
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first, alternative stimulating drinks had to rely on honey for sweetness but
soon after the Prophet's death in 632AD it was replaced by the more
plentiful, accessible sugar from cane.4

Once in the Mediterranean sugar soon found its way to Europe. It first
arrived in England in 1319 but for many years was just an expensive novelty.

Over the course of the next 200 years the price of both sugar and honey
declined - probably due to increased production of cane sugar in areas
outside the Mediterranean. Recognising the market potential of sugar in
Western Europe, the Portuguese had planted cane in Madeira, the Spanish
planted it in the Canaries and in 1493 Christopher Columbus had introduced
sugar cane to the Caribbean on his second voyage to Hispaniola, the island
now divided into the Dominican Republic and Haiti.5

Sugar cane thrived in the fertile soils and semi-tropical climate of the West
Indies. The first recorded sugar mill in the region began grinding in 1516 in
what is now the Dominican Republic. Before the end of the 16th century
sugar was also being produced in Cuba, Jamaica, and Puerto Rico, all then
under Spanish rule.

In the course of the following century British, Dutch, French and Danish
settlers planted cane and built sugar mills on more than a dozen islands of
the Eastern Caribbean. The centre of the world's sugar industry had shifted
from the Mediterranean and East Atlantic islands of Madeira and the
Canaries to the West Indies region which, by 1800, was responsible for
producing more than 80% of the world's sugar - and for more than 80% of
the world's trade in slaves.6

COLONIALISM AND SLAVERY
The history of sugar production is inextricably mixed with that of colonialism
and slavery. The work involved in its cultivation has always been dirty, hard,
repetitious and labour-intensive whilst processing involves long hours in
high temperatures and humidity as the liquids are boiled and cooled.

The European settlers in the West Indies were neither willing nor able to
do all the work required to produce sugar. The indigenous peoples of the
islands that they had colonised had either died, fled or retreated to the
interior to wage war on their colonisers - so the settlers turned to the slave
trade for their workforce.

As a result the Caribbean became Africanised. Between 1450 and 1900,
11.7 million captured West Africans were imported to the Caribbean. Just
under 10 million reached their destination alive and were sold as slaves to
work the plantations. They were one leg of a profitable triangular trade which
went from England to West Africa with trinkets, cloth, firearms and salt to be
traded for Africans destined to the Caribbean plantations, who in turn were
exchanged for raw sugar and rum destined for the small refineries in
England. Due to the harshness and cruelty of their existence many slaves
died. In 1800 it was estimated that, in that year, for every two tonnes of sugar
imported into England, one slave had died.7
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Britain played a key role in the slave trade. Its sugar industry began in
Barbados when the first sugar factory in the British 'New World' colonies was
built in 1641. Forty years later there were more than 46,000 slaves working
on the sugar plantations in Barbados. In turn other British colonies, Antigua,
St Kitts and Nevis became slave worked sugar islands. By the next century
Jamaica had become the most important source of sugar in the British
Empire.

The sugar was imported in a semi-refined state to be further processed in
Britain. This practice was encouraged by a tax imposed in 1670 on all
imported refined sugar. The effect of this tax was not only to make the
colonies dependent on the mother country, but it also led to the
establishment of the British sugar refining industry.8

After about 1680 one of the quickest ways to fortune in Britain was through
the triangular trade. The mercantile class prospered as the trade grew into a
vast industry involving several hundred ships. Sugar made Bristol the
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second largest city and seaport in England until the middle of the 18th
century when it was surpassed by Liverpool.9

The triangular trade stimulated considerable industrial development.
Shipbuilding expanded as a direct result as did the manufacturing of
household utensils, cloth, iron and other metals, guns, handcuffs and
fetters. This expansion required capital so the banking and insurance
industries also prospered. By the mid-18th century sugar was said to be
supporting "half Lancashire and a quarter of all British shipping."

When sugar was first introduced into England in the 14th century it was
classified as a spice, but used mostly for medicinal purposes. By the 16th
century, when production had expanded from the Mediterranean to include
the East Atlantic coast islands it had started to be used as a preservative. It
was also being used in some recipes, but mainly for decoration.

The introduction of tea, coffee and chocolate into Europe did much to
boost demand for sugar and greatly encouraged the expansion of the
Caribbean industry. From around 1680 these hot drinks became fashion-
able. All three, it was said, were undrinkable without sugar and consumption
rose from 4lb per head in 1700 to 181b in 1800.10

Sugar was eventually established as a common food in England in the
1800s when the temperance movement advocated sugared tea as a
respectable alternative to alcohol and dessert became an accepted part of
the mid-day or evening meal. The tarts, buns, pies, pastries, biscuits, cakes
and puddings that turned up more and more in the English diet after 1750
and in a deluge after 1850 meant that sugar partly supplanted the consump-
tion of bread and flour, which had become relatively more expensive. It was
rapidly becoming the quickest, cheapest, most palatable source of energy
available and was the single most important addition to the British diet
during the 19th century. By 1900 it was contributing nearly one sixth of the
calorie intake per person and by 1960 average consumption was 1201b per
head.11

While consumption was increasing, the way in which sugar was being
produced began to cause concern which gave rise to the anti-slavery
movement. Perhaps the most famous of reformers was William Wilberforce.
He spoke in Parliament on behalf of the Society for the Abolition of the Slave
Trade, founded in 1787, and fought against slavery steadily for 40 years.
John Wesley was also a strong abolitionist, preaching powerful sermons
against slavery.

The British Government passed an Act in 1807 which legislated against
the transport of slaves, but the use of slave labour continued for nearly 30
years until the Emancipation Act of 1833.

Beneficiaries of the sugar industry in the West Indies said that the industry
could not survive without slavery. In 1838 a quarter of the world's sugar
supplies came from the British Caribbean colonies. However, the decline of
the industry in the second half of the 19th century was as much due to the
increased production of European sugar beet as to the abolition of
slavery.12
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REWARD s

RANAWAY from the subscriber, on
the night of the 2d instant, a negro man,
who calls himself Jlenvij JfMay, about 2 2
years old, & feet 6 or 8 inches high) or-

dinary color, rather chunky built, bushy
head, and has it divided mostly on one
side, and keeps it very nicely combed;
has been raised in the house, and is a first
rate dining-room servant, and was in a
tavern in Louisville for 18 months. I

^expect he is now in Louisville trying to
make his escape to a free. Mate, (in all probability to Cincinnati, Ohio.) Per-
haps he may try to get employment on a steamboat. He is a good cook, and
is handy in any capacity as a house servant. Had on when he left, a darfc
cassinett coatee, and dark striped cassinett pantaloons, new—he had other
clothing. I will give § 5 0 reward if taken in Louisvill; 10O dollars if taken
one hundred mUes from Louisville in this State, and 150 dollars if taken out
of this State, and delivered to me, or secured in any jail so that I can get him
again WflLLIAM BURKE.

Bardstmm, Ky., September 3d, 1838.
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SLAVESJIT SALEJ
BYBEARD.CALHOUN&CO.

.1. A. BEARD, Auctioneer.
WILL BE SOLI) AT AUCTION ON

Tuesday. Jan. 16th,
m/AT IS O'CLOCK, AT BANKS' ARCADiADE, THEIIIM.OniM; DESCRIBED NEUROES:

1. ROSIN, 13 yearn of age a gride, (rood, y g
t, flallj p n N M aaa .arab.l;..r

AST«3 year, of a*e,
l

yearn of age, a likely ne-
railj aaaraBtiaa.

ey, a trait; waaaB.faai' waahar, iraarr mmt Aaffricaa eaak-^fall, r

S. EDWIN, aired «T yean, a grille
IWl it l**r4 •J I M l t k t t tii

3. JANE, aged 94 yean, a very rapcrior
taaabcr, r/aaar j a W Aawrlraa raab Baa haa~ waawa-fallj .aaraatirA

4. MARY, aged 94 yean and child 1 year
^ : man,

-_- — , --rraat—Ml, (aaraatkJ.
6. ESTHER, nprrd 4O year-, n smart In-

telligcM ••<! ckaalj t«*tl, wwhrr iad iraarr-tilk •• ! ; gamalirJ.
T. AI\J \E, B|rrd 34 yean*, an excellent

U M Mnaat, •••Wr, Iraarr, aaa (**>* cask, with fcer Ihrcr ehiMraa, aa*
•fMl S, i N t k t » a*4 tk* lut 1 j«r; tlwr tr* (ktlj | . . r . i l i ^ , bal will
ZS7ta(al.Mtl..Ca..rr,, • - -; j j

m laMrHtiaa*.

S. SAM, np-ed
••If cBaraaiira:

9. AGNES, a;

jf:ir>. ii Arid hand; title

94 yeuni, a good coot,

"lo!"HENRV,"aged about -iti yean, a field
11. JOHN" used IS* years, I"ilnmri" WRltlng
19. 'jANE, ageil IT ycnr«, a Hue honae girl

•arfatla baad-fall, .aataatira.

13. MARY, aged :l.> j f am, a Kuperlor nlirae
aaa haaH wnaMB-Alll.t rairaalird.

Also:
14. PATRICK, aged 9M yean, a likely man,

g^4 barber, baa, aaa hoatc vt< aal. Jt aarr a Ka»d character, aaa M l ,
laareatka af alait the t ic" «ad ntalaair. prc«,rihra hi Ian.

Ada of sale before J. R. BEARD, Notary Public at the oxpenae of

The following described Nlavea Hold tor account of 9lr. Henry Deacon, who lulled Iv comolv
rttb Iba t a r » af M la Bta«r fat ibt accasal ar tbc Hace«MH» afC. H. L. EL WTN, af«caMi l« w||: r '

The IVecrew M ATBIL.DA, aged about 99 yoan and her ion PAUL, T yean-a ^ood naaher,
~=L^Jj; A | 8 J bf B R CENAS, Notary Public, at life expeue of
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Satisfying the European and North American sweet tooth involved the
creation of a massive industry throughout the tropical or sub-tropical regions
around the world. While the economies of Europe and North America forged
ahead as they built refineries, factories, ships and railways, the colonies
remained geared to the production of primary commodities - including
sugar. Workers were not paid at all if they were slaves, or very little if they
were free labourers. Local industries had difficulty in developing because
the vast majority of the population had no money to spend.

When independence came to many Third World countries in the 20th
century their position in the world economic system had already been set.
They lacked the finance and the necessary technological expertise to carry
through industrialisation programmes. Health and education improvements
were essential to provide a solid base for development but they soaked up
scarce resources.

Developing countries had to continue to produce sugar and other primary
commodities for export because that was what they were geared up to
produce and it was the only means they had of accumulating precious
foreign exchange. Production costs had to be kept to a minimum because of
stiff competition from other exporting nations, which is one reason why
wages have remained low.13

Many Third World countries, whose industries were developed under
colonial rule, remain dependent on sugar as a source of foreign exchange.
This is illustrated by the parallel experience of three very different countries,
Jamaica, Mauritius and the Philippines.

25



DOMINICAN REPUBLIC

JAMAICA
Jamaica's sugar industry was developed under British colonial rule in the
last quarter of the 17th century. Having been 'discovered' by Columbus in
1494 and settled by the Spanish a few years later the indigenous population
had been decimated by the time Britain colonised the island in 1655. The
few that remained settled in the interior of the island and waged constant
warfare on the British settlers.

Aware of a growing demand for sugar in Britain the settlers brought in
high quality sugar cane from Barbados and began to transform their small
family farms into large plantations with the labour of slaves imported from
West Africa. The industry flourished and by the end of the 18th century
Jamaica had become the centre of the West Indies sugar trade.14

Widespread disaffection among the Jamaican slaves led to protests and
rebellion and the planters had to employ British troops in order to maintain
slave society. After emancipation in 1838 many of the slaves fled the
plantations and the industry fell into disarray. Production declined and by
the end of the 19th century the industry had all but collapsed.

It revived during the first half of the 20th century. The destruction of the
European sugar beet industry during the first World War meant that markets
for cane improved. This attracted foreign investment to the island.

In 1928 the American-owned United Fruit Company took over three
factories. Ten years later the West Indies Sugar Company (WISCO) a wholly-
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owned subsidiary of the British company, Tate and Lyle, had purchased two
plantations and built a large factory. They continued to expand operations
and were joined by other companies until, by the end of the 1960s, two
thirds of Jamaican sugar was controlled by foreign interests, principally
WISCO.15

The signing of the Commonwealth Sugar Agreement in 1951 assured
Jamaican sugar continued access to the British market. With renewed
confidence in their export market the companies expanded operations and
production increased dramatically.

But the gains were to be shortlived. Increased production was due to
increased acreage, not improved efficiency. In the drive for expansion and
quick returns nothing was done to improve technology or sugar yields. After
production peaked in 1965 the industry went into decline and soon became
inefficient and costly.16 As cane yields fell and factory breakdowns reached
crisis porportions both Tate and Lyle and United Fruit sold their interests to
the Jamaican Government.

In 1972, following a change in government, the plantations were placed
under the management of workers cooperatives.17 However, production
continued to decline and eventually the cooperatives were dissolved. The
old-style plantation system was re-introduced and Tate and Lyle were
invited back by the Government to manage the industry in 1985.

Jamaica continues to export most of its sugar to Britain under the Sugar
Protocol of the Lome Convention.18 Despite the problems that the industry
faces sugar has continued to be an important source of foreign exchange,
contributing about 8% of earnings in 1985. Sugar is also socially and
politically important to Jamaica as more than a quarter of its working
population earn their living from the industry.

\
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MAURITIUS
It was the Dutch who first introduced sugar to Mauritius, but the French who
developed the industry when they colonised the island in 1721 and imported
African slave labour to work on the plantations. In 1815 Mauritius became
part of the British Empire. With slavery abolished the British brought in
indentured labour from India to do the backbreaking cane cutting and to
work in the growing number of sugar mills. In 1968 Mauritius became
independent but its dependence on sugar remains entrenched.

Situated in the Indian Ocean, with a population of less than one million,
65% of Mauritius' foreign exchange earnings come from sugar. At one time it
was a great deal more than this but the development of other industries,
such as textiles, tea and tourism, have helped to lessen such a massive
dependency on one crop.

Mauritius has failed to diversify more fully out of sugar because it is one of
the very few crops that can withstand the cyclonic weather conditions that
prevail on the island.19 As a result 90% of Mauritians are dependent on
sugar for a livelihood which makes it of central concern to the islanders.

28



THE PHILIPPINES
Sugar was grown as a subsistence crop in the Philippines long before it was
grown for export. It was a British coloniser, Nicholas Loney, who saw its
potential as an export crop and brought in a shipment of machinery for
sugar production in the 1850s. Shortly afterwards, the industry entered the
world market and sugar accounted for 33% of the country's export earnings.
Since then, due to an expansion in other export industries, such as copra
and tropical fruits, sugar has declined in relative importance to the
Philippines' economy but still makes up 8% of foreign exchange earnings.20

The principal market for Philippines' sugar has traditionally been the
United States which has increased or decreased imports according to its
own market requirements.

The Philippines was still under Spanish colonial rule when it began to
export sugar to the United States. Since then the fortunes of the industry
have rested almost entirely on the US which has controlled the flow of
Philippine sugar imports through a series of trade agreements.

In 1898 the United States colonised the Philippines and lifted all restric-
tions on trade between the two countries. It encouraged increased pro-
duction of sugar to meet a steadily growing consumer demand.

However, as farmers in the United States began to increase their own
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production of sugar, in 1934 the US established a quota system to regulate
imports. For the Philippines this meant that its raw sugar exports at a
guaranteed price were restricted to 800,000 tonnes a year.

In the course of the next thirty years this quota was progressively
reduced. However, following the Cuban revolution in 1959 the United States
stopped importing sugar from Cuba, which had been one of its main
suppliers.21 The Philippines was asked to fill Cuba's sugar quota and as a
result extended its sugar lands and intensified cultivation.22

As US domestic sugar production increased during the 1970s there was
less need for it to import so much sugar from the Philippines. Subsequent-
cut backs on imports have meant that by 1986 only 231,000 tonnes of
Philippines sugar, one quarter of the 1930s level, were destined for the US
market. Further reductions are expected over the next few years.

In the Philippines it costs approximately 12 US cents to produce each
pound of sugar. For the sugar that it sells to the US it is paid the support
price of 21 US cents per pound. As it has been gradually squeezed out of
the US market, the Philippines has had to look to the world market to sell
increasing amounts of its sugar. However, the world market price for sugar
has crashed from a high of 28.66 US cents per pound in 1980 to 3.51 cents
per pound in December 1984. This is way below its production cost and has
led to a major reduction in income from its sugar exports.

Such reduced income from exports has meant that many of the country's
sugar planters are unable to meet their production costs. As a result, in the
crop year 1984 to 1985, only half the area planted to sugar on the island of
Negros was harvested, and a quarter of a million people found themselves
without work or means to provide for themselves or their families.

The tiny plots beside their houses are the only land available for sugar workers to grow food
crops.
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WHO EATS THE WORLD'S SUGAR
Every year approximately 96 million tonnes of beet and cane sugar
are consumed worldwide at an average rate of 20.3 kilos per
person. There are, of course, substantial regional variations. Top of
the league is Cuba whose population got through an average of
65.3 kilos per person in 1985, whilst the Kampucheans only con-
sumed an average of 0.7 kilos per person, in that year. (Sugar Year
Book 1985)

The. biggest consumers of sugar have historically been those
industrialised nations which colonised sugar producing countries
and developed their own export markets. Now, however, in the
same way as sugar consumption shifted from the wealthy to the
poor in Britain during the 18th and 19th centuries, the bulk of sugar
consumption is gradually shifting away from the richer industria-
lised nations to the poorer industrialising Third World countries.
The figures show that whilst in some developed countries there has
been a dramatic reduction in consumption over the last decade in
many Third World countries consumption has risen.

Levels of consumption per capita of white sugar, (raw
value) kilogrammes- in selected countries:

Developed country
sugar consumption.
EC
USA
Japan
Australia

Third World country
sugar consumption.
India
Jordan
Egypt
Zimbabwe
Mexico

1974
45.1
48.0
30.4
57.3

6.5
19.1
17.0
20.5
40.3

1985
38.4
30.5
23.9
48.5

12.0
43.5
33.3
27.3
45.3

Source: Sugar Year Book 1985 and 1977
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Projections for 1990 are that there will be a 2.2% increase in world
consumption. As the following table shows this the increases in
consumption will be in developing countries and will offset a
corresponding decrease in consumption in developed countries.

Projected sugar consumption to 1990, showing
percentage annual growth 1979/80 to 1990

WORLD

DEVELOPED
North America
Western Europe
Eastern Europe

+2 .2%

- 2 . 0
- 2 . 0

0.0
+0.8

DEVELOPING

Africa

Latin America

Near East
Asia

+4.2

+3.4

+2.7

+3.2
+6.0

Source: FAO Economic and Social Development Paper, 50, (1985) Sugar: major trade and
stabilisation issues in the eighties. Table 8.
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Chapter 3

How sugar is traded
around the world

'No nation was ever ruined by trade.'
Benjamin Franklin (1706 —1790) Thoughts on Commercial Subjects



Chapter 3

IN MAY 1986 JENNIE ANNAS celebrated her second birthday in the
malnutrition ward of Bacolod City hospital, Negros. Her story was typical of
many of the children on the ward.
Mr Annas was a sugar worker on one of Negros's haciendas. Towards the
end of 1984, not long after Jennie was born, the owner of the hacienda
decided to cut down on the scale of his operations as he was no longer able
to get a good price for his sugar. With the milling season due to start in
October his workers were looking forward to a period of full employment
after a lean three months during the annual 'dead season' when the only
jobs available on the hacienda are weeding and fertiliser application. His
decision to leave half of his cane fields either unharvested, or fallow, was
greeted with dismay. Mr Annas found that he only had work for three days a
week instead of the five he had expected.

The Annas family scraped by. With four children to feed they found it
difficult to buy enough of even the most basic foods. But by supplementing
their rice with the few vegetables they were able to grow on the small plot of
land by their house they found they could generally have one good meal a
day.

By February 1985, three months earlier than usual, the cane was all
harvested and the milling season at an end. The workers faced a 'dead
season' of six or seven months instead of the usual three. Mr Annas found
himself without work or pay. The only family member who was able to find
occasional work was his ten year old son. For picking thatch out of
harvested, unmilled cane, he was paid twelve pesos (about 40p) a day, just
enough to keep the family in rice - but at the expense of his schooling.

Mrs Annas became ill. Lack of rfutritious food combined with the worry of
feeding her family meant that her milk supply gradually dwindled and very
soon she was no longer able to breastfeed the baby, Jennie. Deeply in debt
to the local stores the Annas found it increasingly difficult to get food on
credit. Jennie was losing weight rapidly and soon became very sick. Their
neighbours were suffering similar difficulties and could only give a little help.
But as Jennie's health deteriorated they managed to club together to raise
enough money for Mrs Annas to pay for the twenty mile bus ride to Bacolod
City.

In October 1985 Jennie was admitted to the general hospital suffering
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A patient In the malnutrition ward, Bacolod City hospital, Negros.
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from severe malnutrition. With careful feeding her condition improved
considerably and after six weeks she was considered fit enough to be
discharged. She returned home with her mother in the middle of November.

There was just enough work on the hacienda to keep some money coming
into the family budget but once again the milling season was cut short. Mr
Annas found himself without employment early the following year. With a
desperate shortage of food in the family Jennie began to lose weight and
very soon she had to be re-admitted to hospital.

In May 1986 the malnutrition ward of Bacolod City Hospital was full. Like
Jennie Annas most of the children were from families that depend on the
sugar industry for their livelihood.

Hunger and misery are not new to the sugar workers of Negros. A survey
conducted by the National Secretariat of Social Action in 1984, before the
crisis in the industry led to such widespread unemployment, found that 66%
of children under seven were malnourished.1 Most of them were suffering
from first (mild) or second (moderate) degree malnutrition. Fears that an
increasing number of children would become severely malnourished, as
unemployment rose, were well founded. A UNICEF survey in August 1985
found 40% of children under the age of 14 to be severely malnourished.2

With no resurgence in sugar prices the situation has steadily deteriorated.
One year later it was estimated that in some parts of the island as many as
73% of children were malnourished.3

Negros used to be one of the richest islands in the Philippines. Its fertile
lands and cheap labour provided the base on which a fortunate few grew
wealthy by turning the best lands into sugar plantations. But with little left for
the production of food or other crops it has always been highly vulnerable to

Feeding programme, Negros.
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For picking thatch out of harvested cane children can earn 40p a day, often the only source of Income
for a family.
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the type of tragedy that it currently faces.
In 1985 Oxfam joined the international relief operation to supply food,

work animals, tools, seeds and fertiliser to the unemployed sugar workers.4

Feeding centres have been set up in many areas. The target of this
supplementary feeding programme is to provide one meal a day to the
estimated 85,000 children under six suffering from moderate or severe
malnutrition. At the same time every effort is being made to increase food
production on the island.5

Blame for the current crisis in the Philippines sugar industry can be laid at
several different doors. Sugar production and its marketing in the
Philippines were the overall responsibility of the corrupt government institu-
tions of the Marcos era. Funds were mis-managed to an extent that would
have made it difficult for the industry to survive even under the most
favourable market conditions. In addition a national economic crisis caused
high rates of inflation. Prices of oil, machinery, spare parts and fertilisers
soared and greatly increased the costs of production. But it is the industry's
dependence on the US market for trade, a dependence which was first
established during the colonial era, that tipped the balance and turned it into
a full-scale human tragedy.

THE CANE TRADE
The pattern of trade which was established during colonial days forms the
basis for existing trading arrangements. Primary production takes place in
former colonies, such as the Philippines, Jamaica and Mauritius, and
refining and consumption in Europe and the USA.

About 70% of the world's sugar is consumed in the country where it is
produced. The rest is traded either under controlled market agreements or
on the world market.

THE MARKET DESTINATION OF SUGAR:
TOTAL PRODUCTION

-APPROXIMATELY 100 MILLION TONNES PER ANNUM OFTHIS: APPROXIMATELY 30 MT IS TRADED EACH YEAR. OF THIS:

Source: Sugar Yearbook 1984 Peter Ross 'Sugar Sweet and Sour' Publ. AC0A1986.
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Controlled Market Agreements
There are two types of controlled market agreement; bilateral agreements
and special arrangements.

Bilateral Agreements
Most countries, whether exporting or importing sugar, prefer to have a
guaranteed market or supply to protect themselves from price fluctuations.
They do this by entering into trade agreements with other countries. These
agreements generally arrange for an agreed quantity of sugar, at an agreed
price, to be imported, or exported, for an agreed period of time. Brazil, for
example, had an arrangement with the USSR to deliver 320,000 tonnes of
sugar each year between 1981 and 1985.6

Special Arrangements
Some countries trade sugar through Special Arrangements, which are
essentially multi-lateral agreements. The three most important of these are
the Sugar Protocol of the Lome Convention, the quota system of the USA,
and Cuba's trade with the Eastern bloc.

Sugar Protocol of the Lome Convention
The Lome Convention was first signed in February 1975 between the
European Community (EC) and 64 African, Caribbean and Pacific (ACP)
countries. Most of these countries were already linked to the various EC
member states through previous trade agreements. Nearly half were Com-
monwealth countries who signed the Lome Convention as a way of com-
pensating for trade preferences which they lost when Britain joined the EC.

The Convention includes a wide range of provisions on aid and trade
cooperation for promoting the development of the ACP countries. Its trade
provision was designed to give ACP exports - which are mostly primary
products and raw materials such as oil, copper, iron ore, coffee, sugar, tea,
cocoa, groundnuts, cotton and wood - unrestricted access to the Com-
munity market.7

The Sugar Protocol of the Lome Convention was implemented to protect
those ACP countries that had traditionally exported sugar to Britain under
the Commonwealth Sugar Agreement (CSA). The CSA, which was first
established in 1951, was the most formal of a long series of preferences
granted by Britain to sugar imports from its colonies. Under the CSA Britain
undertook to purchase 1.7 million tonnes of sugar each year on a negotiated
price quota basis from Australia, the British West Indies, Fiji, Mauritius and
South Africa.8

When Britain joined the EC the CSA was terminated and replaced by the
1975 Sugar Protocol of the Lome Convention. This is similar to the Com-
monwealth Sugar Agreement in that a number of ACP producer countries
agree to provide the Community with a specific quantity of sugar each year,
which the Community agrees to purchase from them at a guaranteed price.
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TATE AND LYLE
Tate and Lyie is Europe's major cane sugar importer. Nearly all the
preferential sugar coming into the European Community under the
Sugar Protocol is delivered to Tate and Lyie in Britain for refining
and marketing with a small quantity (about 12%) going to French
refineries.

In 1921 Tate and Lyie formed as a company from a merger
between the two principal British refinery enterprises, Henry Tate
and Abram Lyie. Their merger meant that they represented 60% of
British sugar refining capacity.

In 1936 Tate and Lyie moved into buying plantations on the sugar
producing islands of the Caribbean - principally Trinidad and
Jamaica. It also built factories, set up technical back up, engi-
neering services, sugar refining machinery and, in 1940, began to
transport sugar in bulk from the Caribbean to its refineries in
Britain. In 1965 it purchased United Molasses, the largest molasses
enterprise in the world. With such a wide range of interests
covering the shipping, storage, processing, refining and distri-
bution of sugar, Tate and Lyie is a truly vertically integrated
company representing a vital link between Third World producers
and European consumers.1
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In recent years investment climates and trends have changed. In
many developing countries foreign ownership of agri-business
concerns has become more economically risky (due to unstable
world market prices) and politically unacceptable. So Tate and Lyle
has abandoned its landholdings and moved into the field of man-
agement and consultancy. Through Tate and Lyle Technical
Services it manages sugar estates in Zambia, Swaziland, Belize and
Jamaica.2

When Britain joined the European Community in 1973 Tate and
Lyle and others involved in the cane business faced growing
competition from the Community's beet producers. The company
was vocal in negotiations over the Sugar Protocol which helped
secure a continued market for cane sugar. However, imports were
reduced from 1.7 million tonnes to 1.3 million tonnes which meant
that there was an increased excess of refining capacity for cane
sugar in Britain.

Tate and Lyle responded by rationalising the industry. First, it
bought up Manbre Gallon, the only other significant UK sugar
refiner and a major starch producer. Subsequently, in 1980, it was
closed down with a loss of 5,000 jobs. Next to go was Tate and
Lyle's own Liverpool refinery, with further job losses of 2,000.3 Tate
and Lyle now run two refineries, one at Silvertown in London and
one at Greenock in Scotland, with a combined refining capacity of
1.15 million tonnes of raw sugar, employing a workforce of 2,300.

Following the closure of the Liverpool refinery in 1981 the UK no
longer had sufficient refining capacity to take all the ACP quota
sugar. Tate and Lyle therefore arranged to sell 150,000 tonnes
annually to the French refiners and consequently the destination of
ACP sugar is split between the French and British refineries. This
has helped the future of the ACP arrangements as it has meant that
two countries, rather than one, have an interest in cane's survival
on the European market.4

By pruning down sugar refining and building up other areas such
as trading, plastics and liquid bulk storage, Tate and Lyle were able
to make an overall pre-tax profit of £81.5 million in 1986, up from
£76.7 million the previous year. However, due to the EC's sugar
pricing policies their pre-tax profits from sugar refining in the UK
have slumped from £19 million in 1983 to only £4.1 million in 1986.5
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SECTOR Analysis of Tate and Lyle's
pre-tax profits in 1986

£31 .8m (39%)
SWEETENERS

£16.3M (20%)
PROCESSINGS TRADING

OTHERS £5.7m (7%)

£13 million (16%)
AUTOMOTIVE, INDUSTRIAL

and CONSTRUCTION
PRODUCTS.

(18%)
£14.7m
SERVICE

BUSINESSES

Source: Tate and Lyle Annual Report and Accounts

Swee teners - Tate and Lyle has cane sugar refineries in the
UK, Canada, USA, Zimbabwe and Portugal; beet sugar factories in
the USA; and plants for the manufacture of cereal sweeteners and
starches in Europe.

Processing and Trading - Includes international sugar
trading, storage and distribution, the production of speciality
animal feeds and malting.

Service Businesses - The packing and distribution of sugar,
tea and other products, agribusiness, bulk liquid storage and
insurance.

Automotive, Industrial and Construction
Products - Automotive parts, plastic and aluminium products
for the construction and other industries, custom gears and pre-
cision machined components. This is the company's major area of
diversification away from sweeteners.
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It is an open-ended agreement although there is a provision which allows for
the Protocol to be renounced by the Community and/or the ACP countries,
providing two years notice is given.9

At the time that the Protocol was being negotiated the world price of sugar
was considerably higher than the price being offered by the Community.
Several ACP countries opted for lower Community quotas than they had
enjoyed under the Commonwealth Sugar Agreement. Because of their high
cost industries and falling levels of production they needed to take advan-
tage of the then high prices on the world market.

It was finally agreed that the EC would import 1.3 million tonnes of cane
sugar of which African producers would provide 51 %, Caribbean producers
35% and Pacific producers 13%. The remainder was allocated to India,
Belize and St Kitts-Nevis-Anguilla who were signatories to the CSA, but not
to Lome.10 Since then there have been some minor alterations in the quota
allocations between countries.11

The size of the Protocol came under discussion when Portugal joined the
EC in 1986. Portugal does not have a domestic sugar industry so it imports
200,000 tonnes of raw cane sugar, which, in recent years, have come mainly
from Swaziland, Zimbabwe and the Ivory Coast, which it then refines. The
Portuguese wanted to maintain these imports to keep their own refining
industry alive so they argued for a corresponding increase in the amount of
ACP sugar allowed into the European Community.

The EC's Council of Ministers saw differently. They wanted Portugal to
take some of the surplus beet sugar that is produced in Europe. It was finally
agreed that an additional 75,000 tonnes of ACP sugar, from Swaziland,
Zimbabwe, Malawi and the Ivory Coast, would be allowed into Portugal for
the seven year transition period, but a permanent increase was refused.12

Under the Sugar Protocol ACP countries receive guaranteed prices.
These are the same as the prices paid to European beet sugar producers
although the ACP producers have to cover the additional freight and
insurance costs of transporting the sugar to Europe.

The Protocol also stipulates that any country unable to meet its supply
commitments for reasons other than force majeure will have its guaranteed
allocation reduced by the amount which it is unable to supply. If, however,
the ACP producers are able to prove that their inability to deliver is due to
factors beyond their control, the Commission can allow an additional period
for delivery.13

The USA Quota System
The United States has ensured its supplies of sugar by protecting and
encouraging its own sugar industry and giving preference to imports from
several suppliers of cane sugar, particularly in the Caribbean, Central and
South America, and the Philippines. In effect this has meant that most of
these countries have developed their sugar industries on the basis that their
production could always be sold to the United States. As the US has
developed and expanded its own sugar industry, and encouraged the
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production of maize-based sweeteners, there has been a dramatic drop in
imports and these countries have had to seek out other markets.

Historically Cuba and the Philippines have been favoured suppliers of
cane sugar to the United States market. In 1902, for example, preference
was extended to these two countries through the Reciprocity Treaty. Both
expanded their respective industries which increased their dependence on
sugar as a source of foreign exchange.

The quota system was established in 1934 by the Jones-Costigan Act. It
was an attempt by the United States to organise its supplies of sugar and
protect its own growers. An assessment was made each year of the quantity
of sugar required, together with a calculation of the price which should be
paid. Quotas were then calculated for each sugar producer, whether
domestic or foreign, which supplied sugar to the US market. This remained
in force until 1948 when the Sugar Act was implemented, based on a
commitment to achieve self-sufficiency, stability in supplies and protection
to domestic refiners.14

In 1974 the Sugar Act was allowed to lapse since world sugar prices were
relatively high. As world prices declined in 1977 and 1978, price support
measures and import fees were introduced to protect local producers. The
quota system was re-introduced in 1982, relating to average shipments to
the USA between 1975 and 1981. The overall size of the quota has been
dramatically reduced because of increased domestic production and the
introduction of High Fructose Corn Syrup.16

Cuba's Trade with the Eastern Bloc
Until the 1959 revolution Cuba relied largely on the USA for its exports. It is
one of the world's biggest sugar producers and depends almost entirely on
sugar for its foreign exchange earnings. After 1959 Cuba set about
nationalising its sugar industry and expropriating both foreign and national
companies. The US decided to cease all trade with Cuba so the Govern-
ment began negotiations with the USSR and Eastern bloc countries for an
increase in sales.

Under the Agreement that was reached Cuba was granted an assured
market for its sugar, at prices adjusted not to the world market, but to the
cost of production. Cuba is also permitted to vary its delivery totals so that
sugar can be diverted to the free market when world prices are high. It also
barters some of its sugar for machinery with the Eastern bloc countries.16

The World Market
About 60% (18 million tonnes a year) of exported sugar is not covered by
bilateral agreements or special arrangements and is traded on the world
market. The amount of sugar traded on the world market increased
considerably between 1970 and 1980. Developing country cane producers
increased their world market exports from 4.3 million tonnes to about 8
million tonnes. Developed country producers, mostly in the EC, increased
their world market exports from 2.6 million tonnes to 6.2 million tonnes.17
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The reason most sugar producers prefer to trade through bilateral
agreements or special arrangements is that it gives them an assured market
for their produce, generally at a guaranteed price. Trading on the world
market offers no such security.

Depending on levels of supply and demand, prices can fluctuate con-
siderably. Attempts to control world market prices have been made through
a succession of International Sugar Agreements (ISAs). However, the
present ISA has no provision for controlling prices. The last Agreement
which did contain a provision of this kind ran from 1977 to 1984 and
attempted to keep them within a range of 13 to 23 US cents per pound.18

World market sugar prices have generally followed a six year cycle with
peaks in 1951, 1957, 1963, 1974 and 1980. The peaks occur when the
demand for sugar rises. The high sugar prices which result encourage
increased production, which brings more sugar onto the world market and
in turn leads to a fall in prices.

25 YEARS OF WORLD SUGAR PRICES
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Source: SUGAR REVIEW No. 1736 28 March 1985 C. Czamlkow Ltd.

Since the last peak of 1980 prices have remained very low and show little
sign of rising. Because of production increases by the EC and many
developing countries, a slowing in consumption growth and an increased
use of alternative sweeteners, there is said to be some 40 million tonnes of
sugar presently held in stocks. It will take many years before sugar becomes
scarce and prices rise.
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New Risks for the Producer
As demonstrated by the problems that the Philippines sugar industry faces,
this trading structure is full of risks for the developing country cane
producers. The protection offered through bilateral agreements or special
arrangements is not usually open-ended. There is always the danger that
the agreement may be terminated, in the way that the US quota system has
been dismantled. To find a buyer the producer then has to turn to the world
market, where prices are generally unstable and currently very low.

The days of the colonial era set the patterns of trade for the sugar
producing countries, forcing them into a relationship with the colonial
powers that was inherently unequal. Post-colonialism maintained that
dependency and inequality. But in the second half of the 20th century a new
element was introduced into this relationship. The developed world began
to intensify its own agricultural production.

In Europe in the late 1960s the European Community established the
Common Agricultural Policy (CAP) as the principle mechanism designed to
provide support to farmers, improve productivity and increase food
supplies. In the United States similar measures were being taken to protect
farmers and increase food supplies by price support and tighter controls on
imports.

These policies have had a far-reaching effect on the world sugar trade.
The EC has so over-stimulated the production of sugar beet that it has
swamped the world market with its surpluses. The USA has been so
successful in converting its massive maize supplies to liquid sweeteners
that it barely needs to import cane sugar any more.

At the same time a pressing need for foreign exchange has led to an
increase in cane sugar production in a number of developing countries. The
major cane producers, such as Cuba, Thailand, Brazil and India, have been
increasing their exports, while traditional importers, such as Sri Lanka, have
been endeavouring to become self-sufficient in sugar.

The net effect of these developments is that world prices have tumbled,
markets have contracted and the weaker developing country cane
producers have suffered tremendous losses.
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SUGAR BEET
Nearly 85%, of the world's sugar beet is grown in Europe where the
European Community is the largest producer. It accounts for 43%
and the USSR for 27% of Europe's total beet supply. The rest of the
world's sugar beet comes mostly from North America, and the
temperate belt Asian countries such as Afghanistan, China, Iran
and Iraq. Some beet is grown in North Africa and a very small
amount comes from the southern parts of South America such as
Chile and Uruguay.1

Beet, as a source of sucrose (sugar) does not have such a long or
colourful history as cane. In its natural state it was first found
growing along the shores of the Mediterranean in Roman times. But
the richness of sugar in beet was not recorded until the 16th
century, and it was another 300 years before attempts to refine it
commercially were sucessful.

Britain's blockade of the French ports during the Napoleonic
wars apparently provided the impetus for the necessary technolog-
ical advance. Cut off from its colonies, France was suffering from
severe sugar shortages. Accordingly, in 1811, Napoleon ordered
large areas to be sown with sugar beet and set scientists to work on
the problem of refining on a commercial basis.

The French chemist, Benjamin Delessert, was the first to come up
with the answer. News of his success sent Napoleon straight to the
village of Passay, on January 2nd 1812, to visit Delessert's factory
where, in a fit of enthusiasm, he took off his own Legion of Honour
to decorate the chemist - or so the story goes. The newspaper
Moniteur Universal reported that, "A great revolution in the
economy of France has started today!".2 In fact it was a step that
changed the face of the world's sugar industry. By 1880 sugar beet
had displaced cane as the principal source of sugar in Europe and
the growing of sugar beet had spread to other temperate zones
including the USA, USSR and Canada.

The British beet industry
There was no similar incentive to develop a beet industry in Britain.
Cane sugar supplies from its colonies were plentiful throughout the
18th and 19th centuries although tales of the harsh conditions
under which it was being produced caused severe moral indig-
nation among some and caused a group of Quakers to open a sugar
beet factory in Essex in 1832 because they disapproved of the slave
trade. It was a commercial failure.

It was the sinking of several sugar cargo ships during the First
World War and the subsequent sugar shortages that finally gave
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rise to a British sugar beet industry. A sugar factory was opened in
1920 but 1925 marked the start of the expansion of the industry
when the Government introduced a subsidy for beet growers. By
1928 there were factories operating all over South East England,
owned and managed by 15 different companies. In 1936 these were
merged into one company, British Sugar, which was acquired by S
& W Berisford in 1982.

British Sugar owns thirteen beet sugar factories, which are
concentrated in two major areas - the East of England and the
Midlands. The factories are supplied with beet by about 12,000
farmers. British Sugar employs over 5,000 full-time staff and takes
on an additional 2,000 workers during the four month processing
season, from November to February.

Before Britain joined the EC in 1973 domestic sugar beet pro-
duction was restricted to one third of domestic requirements as a
way of keeping the market open for the cane producing former
colonies. After the expiry of the Commonwealth Sugar Agreement
in 1974 and its replacement by the Sugar Protocol of the Lome
Convention, beet production became subject to the rules and
regulations of the Common Agricultural Policy's sugar regime. This
meant a shift in balance in favour of beet with the result that half of
the 2.2 million tonnes of sugar consumed in Britain each year is
from beet, and the rest from cane imports.
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Chapter 4

Sugar beet production
in the European Community

'But however much the EEC huffs and
puffs there is little doubt that the
enlargement of beet growing in the
Community has disrupted the world
sugar market and caused considerable
economic distress to many developing
countries.'
John Edwards, Commodities Editor, Financial Times, 17 August 1982



Chapter 4

SWEET SUCCESS
JIM MILTON is one of the 12,000 farmers in Britain who grow sugar beet. He
owns 350 acres of land in Lincolnshire, a prime beet growing area because
its rich alluvial soil. He also grows cereals, potatoes, onions, peas, daffodils
and soft fruit.

He comes from a farming family and married into a farming family. The
farm he owns now is run as a family business. His wife takes care of much of
the accounting and day to day management whilst his son, who will take
over the business from them, works full time on the farm. They employ five
permanent workers and take on extra labour during the spring, when it is
most needed.

The Miltons run an efficient, profitable farming business thanks not only to
their own efforts but also to Britain's continuing commitment to agricultural
support which, since it joined the EC, has been governed by the mecha-
nisms of the Common Agricultural Policy (CAP). The CAP rules that govern
sugar production are mainly about supporting farmers and ensuring that
they get a good price for their sugar beet which cannot be undercut by
cheap imports. This way the CAP aims to maintain a steady flow of EC
produced sugar onto the domestic market.

The European Community's leading sugar producer is France which
accounts for almost 30% of total production. Sugar beet grows particularly
well in the Picardy area of Northern France. The next largest producers are
Germany and Italy, with Britain taking fourth place. France and Spain are the
only two European sugar cane producers. Spain produces about 10,000
tonnes annually. Cane is also grown in the 'Departments d'Outre-Mer' (The
DOM) of Reunion and Guadaloupe, which are constitutionally an integral
part of France. Traditionally France had subsidised production in both.1

The EC's Sugar Regime operates through a combination of production
quotas and price support mechanisms.

Production Quotas
Every five years the EC's Council of Ministers reviews the level of its
production quotas. The quotas are split into 'A' Quota, which is equal to the
level of Community consumption (without taking into account its annual
cane sugar imports from the ACP states under the Sugar Protocol of the
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Lome Convention and via Portugal) and Specialisation or 'B' Quota which is
an additional amount to cover unexpected shortfalls in production or
increases in consumption. Together, 'A' and 'B' quota sugar is known as the
maximum quota. Sugar that is produced in excess of the maximum quota is
known as 'C sugar and has to be exported.

The Council divide the maximum quotas between national governments,
who allocate them to processors who, in turn, contract the farmers to supply
them with the necessary amounts of beet.

HOW THE EC SUGAR QUOTAS ARE ALLOCATED
QUOTA PERIOD -1986/87 -1991/92

(To be reviewed in 1988)

1,000 tonnes WSE (white sugar equivalent)

EC COUNCIL OF MINISTERS I

EC MEMBER COUNTRIES

'A'QUOTA 10,540

'B'QUOTA 2,288

MAXIMUM QUOTA 12,828

National
Governments

DENMARK
'A'328
•B' 97

MAX 425

BELGIUM
•A'680
'B'146

MAX 826

GERMANY
'A'1,990
V 612

MAX 2,602

FRANCE
BEET CANE

'A'2,530 466
•B' 759 47

MAX 3,289 513

GREECE
'A'290
'B' 29

MAX319

NETHERLANDS
'A' 690
'B' 182

MAX 872

PORTUGAL
'A' 64
•B1 6

MAX 70

UK

IRELAND
'A'182

'B' 1 8

MAX200

SPAIN
'A' 960
•B' 40

MAX 1,000

ITALY
•A11,320

'B'248
MAX 1,568

•B' 104
MAX 1,144

I
BRITISH SUGAR FACTORIES

SPALDING FACTORY,
UNCOLNSHIRE

Fanners In Spaldlng Area

88,000 tonnes white sugar

Lincolnshire farmer—
925 tonnes sugar beetStatistical source: Harris, Simon 'Review of the EC

sugar market' Report to World Bank, December 1985 —
Annex Table 4.

Price Support Mechanism
Both 'A' and 'B' quota sugar are eligible for Community price support whilst
'C sugar does not receive Community support.

The support prices are set annually as part of a series of price fixing
negotiations for CAP products, which normally finish in April or early May.

Basically two prices have to be worked out. First, the amount to be paid to
the farmer for the sugar beet that is delivered to the factory, and second, the
amount to be paid to the processor for the white sugar that comes out of the
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factory ready for sale to the consumer or manufacturer. The latter is
calculated from the price that has to be paid to the farmer - as it is the
processor who has to pay the farmer - but takes into account the
processor's manufacturing margin.

To ensure that producers contribute towards the cost of disposing of
surplus sugar, they are charged a producer levy which is split 60:40
between growers and processors. The producer levy on 'A' quota sugar is
charged at a low rate of 2% of the intervention price because this sugar is
meant to be equivalent to domestic consumption and should not, therefore,
need to be exported. The much higher rate of 39.5% is charged on 'B' quota
sugar because this is designedly in surplus. Additionally, from 1986/87 an
extra Elimination Levy is being charged at 1.3% on all quota sugar.

For sugar beet the EC sets, as the initial institutional support price, the
basic beet price. This is the amount the processors have to pay the farmers
when world prices are high in relation to domestic prices, and producer
levies are not necessary. However, as producer levies are nearly always
necessary, the EC sets a minimum beet price, which is the basic beet price
minus the producer levies.

The cane sugar that comes into the EC fits into the same institutional
support system as beet. The ACP countries get paid the raw or white sugar
intervention prices. They are exempt from producer levies but have to meet
the costs of freight and insurance to get their produce to the EC.

The Miltons have a contract with their local British Sugar factory to deliver

British Sugar factory Lincolnshire.

925 tonnes of sugar beet each year. As Britain has such a small 'B' quota
allocation (only 10% of 'A') British Sugar buy sugar beet from the farmers at
a flat rate calculated as an average of the two prices.2 In 1985 the Miltons
were paid £26.70 for each tonne of sugar that they delivered to the British
Sugar factory which meant that they received £24,697.50 for sugar beet that
year, which they estimate to be 20% of their gross income.
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To ensure that they will be able to supply the factory with their obligatory
925 tonnes of sugar beet a year the Miltons plant out 50 acres of beet From
this they would normally expect a yield of approximately 1,000 tonnes qivinq
them a surplus of 75 tonnes.

If the factory is short of beet for maximum quota sugar they may buy
some, or all, of this at the agreed British contract price of £26.70. More often
it is processed into 'C sugar which is then sold onto the world market In
1985 farmers received between £6 and £8 a tonne for 'C sugar, consider-
ably less than the amount they were paid for quota sugar, but it still would
have contributed about £500 to the Miltons' income.

SWEET EXCESS
The sugar regime has been successful in protecting the income of EC
farmers and ensuring a steady flow of home produced beet onto the
domestic market. The EC pays its farmers more than five times the current
world market price (5 US cents per pound in October 1986) to grow each
pound of sugar. With such high rewards Community farmers have increased
annual production from 10.8 million tonnes (raw sugar equivalent) in 1976
when the EC first began to export more sugar than it imported to 13 8 million
tonnes in 1985. In the last eight years it has sold 39 million tonnes of sugar
on the world market. Its share of the world market increased massively from
5% in 1972 to 25% in 1985.3

EC-10: Sugar Production & Consumption

M/tonnes white sugar equivalent

72/73 73/74 74/75 75/76 76/77 77/78 78/79 79/80 80/81 81/82 82/83 83/84 84/85
Including French Overseas Departments.

3

§
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EC PRICING POLICY
In practice it works like this...
In 1985/86 the EC set the basic beet price at £25.30 for each tonne of
sugar beet delivered to the factory. When farmers deliver their
consignment of 'A' quota beet they are paid £25.30, less the
producer levy of 2% (51 p), which makes £24.79. This represents the
minimum beet price per tonne paid for 'A' quota sugar. When they
deliver 'B' quota sugar to the factory the payment is £25.30 minus
39.5% producer levy (£9.99) which makes £15.30 - the minimum
beet price paid for B' quota sugar. No price support will be given
for 'C sugar which will be sold at world market prices.

The EC pays for the processed beet - the white sugar - that
leaves the factory, so that the processors can pay the farmers the
minimum beet price. It works out how much to pay for this sugar by
a complex series of calculations.

The starting point is the basic beet price. On to this is added the
costs of transport, reception at the factory and processing, to arrive
at the intervention price. This is the level at which the national
intervention agencies have an open-ended obligation to buy all EC
quota sugar offered to them. It varies slightly from area to area to
take into account the cost of transporting the sugar from surplus to
deficit areas (i.e. Italy, UK, Ireland and Portugal).

The intervention price forms the floor to domestic market prices
for white sugar. It serves as the base for setting the threshold price
for white sugar, which is 7% higher, and acts as the ceiling to
domestic market prices. These two form the outer limits of the
support price band within which internal EC market prices
fluctuate.

But the EC also needs to ensure that sugar flows onto the market
smoothly all the year round despite the fact that beet is only being
produced during approximately three months of the year. To do this
there is a storage cost levy/reimbursement scheme. Processors are
charged a storage cost tax. This money is then used to pay a
monthly storage refund on all stocks of sugar, which ensures that
processors and traders find it worthwhile to store sugar and release
it slowly onto the market.

White sugar is finally marketed in the Community at an effective
support price, which is the intervention price plus the storage cost
levy.

Incorporated into the regime are other mechanisms designed to
ensure that both producers and consumers are insulated from the
world market. To guard against cheap imports which could under-
cut domestic market prices the EC sets a threshold price. This is
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substantially higher than the target price and represents the mini-
mum price at which sugar can be imported into the Community. It is
enforced by a variable import levy - a tax on imports that repre-
sents the difference between the world price and the threshold
price.

The variable export levy works in reverse. It comes into operation
when world market prices are higher than domestic prices. It is a
tax on the gain EC producers would make if they sold their sugar on
the world market rather than within the Community. As such it is
designed to protect the consumer from rising prices.

Sources: Harris, Simon (1983), The EC Sugar Regime, Report for the FAO, Rome.
Harris, Simon (1985), Review of the EC Sugar Market, Report for the World Bank.
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How the surplus has built up
The surplus began to build up during the second production quota period
which ran from 1975/76 to 1980/81. It was set for a Community of nine, rather
than six, as Britain, Ireland and Denmark had all joined the EC in 1973. As it
was being negotiated in 1974/75 there was a world sugar shortage. World
market prices rose well above those being paid for sugar in the Community,
and the Council of Ministers over-reacted by making every effort to ensure
increased production. They raised quotas, reduced producer levies and
increased support prices.

At the same time improvements at farm and factory level were leading to
higher sugar yields. New, higher-yielding seed varieties, better husbandry
techniques, improved machinery and increased use of pesticides meant
that sugar beet yields - in tonnes of beet per hectare - were increasing,
(see Table) At factory level processing was becoming more efficient as new
factories were built and old ones modernised:

Sugar beet yields White sugar yields
tonnes per/ha tonnes per/ha

1968/69-1970/71 42.98 5.65
1982/83-1984/85 50.16 6.97
Source: Harris, Simon (1985), Review of the EC Sugar Market, Report to the World Bank,
page 33

The net result was that production in the Community rose from 9 million
tonnes in 1974 to 13.5 million tonnes by the end of the second quota period
in 1980. During the same period there was also an abrupt halt in the growth
of EC sugar consumption. The peak of 11.6 million tonnes recorded in 1974
fell back to a level of about 10.5 million tonnes, where it has remained. The
consequence of these developments was that Community self-sufficiency in
sugar had risen to 130% by 1980/81.

Attempts to cut production during the third quota period, (which was
being negotiated for a Community of ten since Greece's accession in 1981)
were wholly unsuccessful. Member countries did not want to relinquish their
profitable 'A' quotas, which were, in fact, slightly increased. 'B' quotas were
slightly reduced, with Britain taking the largest cut.

Community production rose sharply in 1981, to 15.4 million tonnes. This
meant that the Community had produced 5 million tonnes more than it
needed. It remained the same in 1982 then production fell to around 12
million tonnes in 1983 but had risen to 13.8 million tonnes in 1985.4

Negotiations for the fourth quota period (1986/87 to 1990/91) took place in
the latter half of 1985 against a gloomy background of huge sugar surpluses
- forcing down world market prices - and mounting costs to the Community
for export subsidies. Taking into account its ACP cane imports of 1.3 million
tonnes a year the EC was producing 4.3 million tonnes of surplus sugar
each year. World stocks of sugar were at an all time high of some 50 million
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tonnes. The producer levies on 'A' and 'B' sugar were failing to meet the full
cost of exporting all these surpluses and a deficit of £228 million (Ecu 400
million) had accumulated over the past five years.5

It was agreed that the producer levy deficit should be paid off by those
countries which had contributed to it, i.e. those which had produced the
most surplus, or 'C, sugar over the period in which it was accumulated. This
was the Elimination Levy, charged at a rate of 1.3% on all quota sugar. As far
as the quotas were concerned it was argued that as Community production
had stabilised there was no need to cut them. It was also argued that the
accession of Spain and Portugal would soak up some of the surplus and that
the chemical industry would be increasing its use of sugar by half a million
tonnes over the course of the next five years.

The following table shows which countries have produced most of the
surplus: (Insert 'C sugar table: 'Who produced the surplus')

The Dutch were the only ones to argue for a reduction in quotas as a way
of cutting back on surplus production. Britain, Ireland, Greece and Italy all
wanted their own quotas to be increased as theirs do not cover consump-
tion. The final decision was to leave the current quota system unchanged for
the next two years - 1986/87 to 1988/89 - when it will be reviewed for the
last three years of the quota period.6

Unlike grain, butter, milk powder or beef, there is no such thing as an EC
'sugar mountain1 for the simple reason that surplus production is disposed
of by selling it on the world market. The difference between the 20 US cents
a pound that the EC farmers are paid for sugar and the five cents or so that it
fetches on the world market is met by European producers who lose about
£233 for each tonne sold.7 However, they recover this principally through
the high domestic prices charged to consumers.

Whilst European consumers have every right to complain, the real losers
are developing country sugar cane producers. In disposing of its surpluses
on the world market the European Community has made a major contribu-
tion to the slump in world market prices with serious consequences for many
Third World producers.
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'C Sugar Production by EC Member Countries
from crop year 1968/69 to 1984/85

(1,000 tonnes white sugar equivalent)

France—since 1968/69
7,686

Germany — since 1968/69
3,237

BLEU (Belgium/Luxembourg Economic Union)
since 1968/69
1,023

Italy-since 1968/69
855

Netherlands — since 1968/69
736

UK—since 1973/74
624

Denmark — since 1973/74
413

Ireland-since 1973/74
82

Greece — since 1981/82
4

Source: Harris, Simon. Review of the EC Sugar Market.
Report prepared for the World Bank December 1985
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Chapter 5

THE EUROPEAN COMMUNITY'S SUGAR REGIME is fundamentally contra-
dictory in the way in which it relates to developing country cane producers.
On the one hand, it gives preferential trade to a handful of countries under
the Sugar Protocol of the Lome Convention. On the other hand, in failing to
exercise restraint over its own production of sugar beet, it has contributed
directly to chronically low world market prices for sugar which have led to
considerable hardship for many Third World producers. In considering its
impact on developing countries it is therefore necessary to distinguish
between those countries that do, and those countries that do not have
access to the EC market.

THIRD WORLD COUNTRIES WITH ACCESS TO THE
EC MARKET
Departments d'Outre Mer (DOM)
Since the sugar regime came into full operation a small amount of cane
sugar has been included as part of the EC's total sugar supply. This sugar
comes from the Departments d'Outre-Mer which include Reunion, in the
Indian Ocean, and Martinique and Guadeloupe in the Caribbean. As France
had traditionally subsidised production in the DOM, their production had to
be absorbed into the EC's sugar regime. At first the DOM were producing
about 420,000 tonnes a year. Since then production has declined steadily to
around 280,000 tonnes (1983/84 to 1985/86 average production).1

Guadeloupe has developed aubergines as an export crop and Martinique
has taken land out of cane and planted bananas and pineapples instead, for
which they have a guaranteed market in France.2

DOM sugar is refined in France at the two remaining French refineries at
Nantes and Marseilles. A third, in Bordeaux, shut down in 1983. With
production shrinking the future of these refineries looks uncertain.3

The African, Caribbean and Pacific (ACP) countries
Under the Sugar Protocol of the Lome Convention it was agreed to allow 1.3
million tonnes of raw cane sugar into the Community each year, divided
between fifteen ACP countries. The Protocol reflected a stated commitment
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AMYONE FOUND REMOVH6"

on behalf of the EC "to have at heart the interests of those countries whose
economies depend to a considerable degree on exports of primary
products, notably sugar."4

However, the allocation of the 1.3 million tonnes between the ACP
countries is very unevenly spread. Negotiations were taking place at a time
when world market prices were three times higher than the price being
offered by the EC and as a result several countries were happy to opt for
lower quotas than they had previously enjoyed.5 Five countries, Mauritius,
Fiji, Guyana, Jamaica and Swaziland, account for 80% of the total quota and
Mauritius alone supplies more than one third of the ACP's export allowance
to the EC. (See Table)

Several of the ACP countries produce less sugar than they consume so
have to import sugar bought on the world market in order to meet their EC
quotas. This sets up a bizarre chain reaction whereby the sugar is bought
from the world market, sold to the EC and re-exported back onto the world
market. The World Bank estimated that in 1981/82 it cost US $42 million to
shift sugar around this circle.6
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The ACP Cane Country preferential import quotas - 1 9 8 5
Tonnes white Percentage of Exports not

sugar equivalent total quota under Special
1985 Arrangements

Mauritius

Fiji

Guyana

Jamaica

Swaziland

Barbados

Trinidad

Belize

Zimbabwe

Malawi

St Kitts

Madagascar

Tanzania

Congo

Ivory Coast

India3

Kenya

Total

90,000

165,000

159,000

118,000

117,000

50,000

44,000

40,000

30,000

21,000

15,000

11,000

10,000

10,000

10,000

10,000

5,000

1,305,000

37.5%

12.6%

12.2%

9.0%

8.9%

3.8%

3.4%

3.1%

2.3%

1.6%

1.1%

0.9%

0.8%

0.8%

0.8%

0.8%

0.4%

100.0%

as a % of prodtrr

3.54%
46.16%
19.77%
0.00%

48.73%
6.47%
0.00%

32.65%
36.95%
26.03%
8.28%
0.75%
0.00%
0.00%

34.54%
5.54%
6.61%

1 Figures supplied by Tate and Lyle
2 Simon Harris, Address to OUTLOCLOOK '85, Washington DC, USA, 5th
December 1984.
3 India is not an ACP country but as it was a member of the Commonwealth
Sugar Agreement it has been allowed to continue to export to the EC.

Unequally distributed as the benefits are, the Protocol does afford these
seventeen countries significant protection from the vagaries of the world
market. It is of vital economic importance to Mauritius, for example, which
sends 85% of its sugar exports to the EC. It also provides a livelihood for
more than a quarter of a million people, which is approximately the number
of sugar workers it takes to produce the 1.3 million tonnes of ACP sugar that
is exported to the European Community.

Since the period when the Lome Convention Sugar Protocol was first
negotiated world prices have slumped to way below the cost of production
in most countries. The Guaranteed Price under the Protocol has, therefore,
enabled its beneficiaries to maintain a certain level of export earnings from
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sugar despite long periods of low world market prices. However, as the
table shows, many of these same countries also export to the world market,
as a proportion of their exports is not covered by special arrangements.

Since the Protocol was negotiated in 1974 the European Community has
shifted from being a net importer of sugar to being the world's largest sugar
producer. Given this, the position of ACP sugar in the EC market may be
precarious. Over 80% of the Community's raw cane imports are refined, and
consumed, in the UK. Although the Sugar Protocol is a Community commit-
ment it could be argued that the future of cane in Europe rests ultimately on
the commitment of successive British governments to continue to allow half
of the UK's need for sugar to be met through cane imports.

The principal European cane refiner, Tate and Lyle, is a large multi-
national company with diverse interests. Its future commitment to cane
refining will inevitably depend on profitability. The problem for Third World
cane producers is that refining provides a diminishing share of Tate and
Lyle's profits, accounting for only 5% in 1986.7 One reason for this is that
because of the way in which the EC pricing system works, the profit margin
on cane sugar refining is low, roughly a quarter of that on beet sugar
processing.

The EC's institutional support price for white sugar is the same for beet
and cane sugar. However, Tate and Lyle has to pay the ACP countries a
much higher price for its raw cane imports than British Sugar has to pay
farmers for the sugar beet that they deliver to the factory. Although it costs
much more to process beet than it does to refine cane (because the cane is

Cost of Producing one tonne of sugar 1985

- Price Paid by the Consumer £432 •

£362 .
Gross
Operating
Margin £60

Profit £11(3%)

£302

Cost of
ACP raw cane
Imports

Profits
£46(12.7%)

£218

Cost of beet
at factory

, £362 Community
Support Price

Gross
Operating
Margin
£144

TATE & LYLE BRITISH SUGAR
(cane) (beet)

1 tonne raw sugar = 920 kilos — white sugar equivalent
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already partially refined when it is shipped to Europe) this means that there
is a much higher gross operating margin on beet, and therefore more
opportunity to cut costs. As a result, in 1985 British Sugar made a pre-tax
profit of £46 for each tonne of beet sugar it processed, while Tate and Lyie's
pre-tax profits were only £11 per tonne.8

With this disparity in profit margins British Sugar could theoretically lower
its retail price and force Tate and Lyle UK refineries out of business. British
Sugar claim that in the event of this happening it would be technically
feasible and commercially viable to refine ACP imports in their own
factories.9 However, the danger of this would be a direct conflict of interests,
between beet and cane, in which the less profitable cane imports would be
at a severe disadvantage.

For ACP sugar exporters, such a high level of dependence on individual
company profits and domestic market-share agreements, is undesirable.
However, given the realities of the present market structure, their interests
are probably best served by the maintenance of Tate and Lyie's UK refining
business. Should Tate and Lyle either decide to pull out of the cane refining
business, because of diminishing profits, or be forced out by a price war
with British Sugar, or should the UK quota allowance change in favour of
beet, the future of the ACP sugar exports to the EC could look decidedly
uncertain. The livelihood of more than a quarter of a million cane sugar
workers in the Third World, in addition to the jobs of several thousand
workers in the British cane refining industry would be in jeopardy.

Breakdown on 1 kilo bag of sugar

Tate and Lyle
Granulated white

sugar
47p

British Sugar
Silver Spoon

Granulated white sugar
47p

Retail 8p

Profits; Tate & Lyle l t tp
Cost of refining 5Vif
cane

Amount paid
for raw cane
sugar imports

32p

8p Retail

5p Profits; British Sugar

10%p Cost of
processing beet

23%p Amount paid to
farmers for
sugar beet
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IMPACT OF THE EC SUGAR REGIME ON COUNTRIES
WITHOUT ACCESS TO THE EC MARKET
There is a direct correlation between the rise in European beet production
and the fall in world market prices. Although the EC's sugar regime cannot
be held entirely responsible for the unprecedented slump in world market
prices in 1985, it has been widely acknowledged to have played a key
role.10

Increased EC production was the main reason for the rise in sugar exports
from industrialised countries from 14% of the world total in 1974 to 30% in
1984, thus taking a sizeable share of the market away from developing
country exporters.11

With prices at less than 3 US cents per pound for part of 1985 even the
lowest cost producers could not have been expected to break even. The
following table indicates which Third World cane producing countries are
most susceptible to a period of sustained low world market prices. The
higher the percentage of production which is exported onto the world
market without the protection of special arrangements, the higher the risks.

The fall in world sugar prices has meant a loss in export earnings for many
producers. The Group of Latin American and Caribbean Sugar Exporting
Countries (Gelpacea) reported that their share of world sugar exports fell
from 55% in 1974 to 46% in 1983. In 1975 dollar terms, export earnings of
member countries fell dramatically from US $6 billion in 1974 to $900 million
in 1984.12

The loss of export earnings resulting from low sugar prices has increased
many countries' problems in repaying their international debts. Brazil, for
example, produces nearly 10% of the world's sugar. About 30% of its sugar
is exported, but only a small proportion of that is protected from the vagaries
of the world market by special arrangements. The rest is traded on the world
market (see table). It is also one of the world's leading debtor nations. In
1980 4.7% of Brazil's export earnings came from sugar. In 1983 that
proportion had fallen to 1.6%.13

In 1984 the Philippines cut back its production by nearly half because of
low world market prices. This also represented a considerable loss of export
earnings as it relies on sugar for between 8% and 10% of these. With
1984/85 production at around 1.6 million tonnes, down from 2.5 million
tonnes the previous year, there is a considerably smaller margin for export
after domestic consumption has accounted for 1.3 million tonnes. This has
serious implications for repayments on an external debt of US $26 billion.14

But, as already seen, the implications for the people in the Philippines are
even more serious.
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Indicators of countries' apparent susceptibility
to a period of sustained depressed world prices

Argentina
Barbados

Belize
Bolivia
Brazil
Colombia

Congo
Costa Rica

Cuba
Dominican Republic
Ecuador
El Salvador

FIJI
Gabon
Guatemala
Guyana
Haiti
Honduras
India
Ivory Coast

Jamaica
Kenya
Madagascar
Malawi
Mauritius
Mexico
Mozambique
Nicaragua
Pakistan

Panama
Papua New Guinea
Paraguay
Peru
Philippines
St.KMs-Nevls-Angullla

Swaziland

Taiwan
Tanzania
Thailand

Trinidad and Tobago
Uganda
Uruguay
Venezuela
Zimbabwe

Proportion of
Production1'*

Exported

36.66%
83.62%
93.24%
15.80%
30.34%
19.97%

63.90%
29.35%
92.20%
74.14%

7.10%
30.94%
91.51%
14.79%
50.92%
86.84%
13.59%
44.61%

5.91%
42.69%
69.86%

7.87%
22.81%
55.53%
87.70%

0.37%
30.98%
42.02%

0.00%
56.23%
18.89%

7.34%
10.24%
49.71%

92.58%
90.48%
39.00%

9.40%
67.48%
71.86%

0.00%
4.96%
0.00%

50.32%

Proportion of
Exports under

Special
Arrangements1"'

16.65%
92.26%

64.98%
51.07%
12.14%
21.46%

143.38%
82.14%
74.38%
45.56%

144.69%
102.60%
49.56%

492.19%
39.07%
77.23%

172.63%
48.74%

6.31%
19.07%

109.38%
16.01%
96.71%
53.12%
95.96%

109.09%
76.89%

5.48%
—

55.72%
500.22%
182.90%
176.66%

26.09%
91.06%
46.14%

9.62%
101.30%

2.10%
151.56%

—

225.00%
_

26.58%

Exports not under
Special

Arrangements as
% of production

30.56%
6.47%

32.65%
7.73%

26.66%
15.69%

0.00%
5.24%

23.62%
40.36%

0.00%
0.00%

46.16%
0.00%

31.03%
19.77%
0.00%

22.87%
5.54%

34.54%

0.00%
6.61%
0.75%

26.03%
3.54%
0.00%
7.16%

39.72%
0.00%

24.90%
0.00%
0.00%

0.00%
36.74%

8.28%
48.73%

35.25%
0.00%

66.06%
0.00%
0.00%
0.00%
0.00%

36.95%

Note: (a) Average production and exports for the three years 1981 to 1983.
(b) 1984/85 US Import Quotas, the EEC's Lome Convention Quotas and average Cuban Special
Arrangement exports for 1981 to 1983.

Source: Simon Harris, (1986) Some Current Issues in the World Sugar Economy
Address to a Conference, "Crisis and change In the Intemationai Sugar Economy1.
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ALTERNATIVE SWEETENERS
Sugar is useful for many reasons other than satisfying our sweet
tooth. It acts as a preservative in jams, pickles and confectionery
because it prevents microbacterial growth. It is readily fermentable
by yeasts which makes it important for brewing, breadmaking and
baking. It gives crunch to biscuits and bulk to cakes and puddings.
It is clear, colourless and odourless, dissolves, dilutes, stores well
and is relatively cheap and, of course, provides calories.

But for manufacturers some of these properties are not always
desirable. Some want food produced without colour changes.
Others wish to provide sweetness without calories. So it was a
combination of manufacturer and consumer demands, together
with a sugar shortage in 1974 and subsequent price rises, which did
most to boost the development of the alternative sweetener
market.1

In terms of their commercial impact alternative sweeteners fall
into two categories; cereal based sweeteners and artificial
sweeteners.

Cereal based sweeteners
Cereal based sweeteners are derived traditionally from the wet
milling of maize or wheat to produce starch. This in turn is modifed
to produce glucose, dextrose (crystallized glucose) and, since the
1970s, high fructose, known in the EC as 'isoglucose'.

In its crude form the chemistry for the conversion of cereals to
sweeteners has been known for many years. Starch sweeteners
were being produced in the United States before the civil war. As
early as 1927 it was recorded that corn syrup and dextrose together
accounted for about 11% of sweetener consumption in the US. So
even then the starch sweeteners were of competitive significance
to beet and cane producers.2

Glucose and Dextrose
Glucose is found naturally in many fruits, but especially in grapes.
It is also manufactured from maize. It is only half as sweet as sugar
but is widely used in the confectionery industry because it pro-
motes chewiness and increases shelf life.

In the EC approximately 1.3 million tonnes of glucose and
dextrose are produced each year and this amount has remained
constant since the beginning of the 1970s.3 Similarly, in the USA
the production and consumption of these products has remained
fairly constant at around 14% of total calorific consumption over
the last decade. The market for glucose and dextrose appears to be
established and stable.
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Isoglucose
The major growth in the alternative sweetener industry has come
from the development of isoglucose - known as High Fructose
Corn Syrup (HFCS) in the USA - as the result of a technological
breakthrough in the 1950s.

Medical researchers testing the metabolism of sugar in the
human body discovered that a particular enzyme transformed
dextrose into fructose. Fructose is sweeter than either dextrose or
sucrose and is more easily assimilated by the body. Ten years later
Japanese researchers discovered how to produce this commer-
cially as an alternative to cane and beet sugar. The US company,
Standard Brands, bought the patent rights and began production
on a small scale in 1967."

A further ten years elapsed before various technological im-
provements made the production of isoglucose more economical.
This was due to two factors. Firstly, legal action taken against
Standard Brands in 1975 meant that the basic patent coverage for
the conversion of glucose to fructose was removed, which cleared
the way for its more general industrial use. Secondly, world sugar
shortages in 1974 caused the price of sugar to rise dramatically, at
one point peaking at 66 US cents per pound.5 This gave added
incentive to expanding isoglucose production. Several companies
in the United States built isoglucose plants in response to this
situation but when sugar prices fell in 1975 they found themselves
with excess capacity and without a competitive edge over beet and
cane.

A breakthrough in 1978 enabled isoglucose producers to in-
crease their market share and put the industry into an expansive
phase once again. Until then isoglucose could be produced con-
taining only 42% fructose because that was the point at which the
enzyme stops acting on the dextrose. But it was discovered that by
a further process it was possible to produce a syrup that was 90%
fructose, said to be one and a half times as sweet as sucrose. By
blending this 90% syrup with the 42% syrup a product containing
55% fructose was produced. This most recent discovery opened up
new industrial uses for isoglucose - such as in the manufacturing
of soft drinks - in which it could directly replace sucrose.

It is the development of isoglucose that has posed the most
serious threat to cane and beet producers.

Artificial Sweeteners
To simply satisfy a sweet tooth it is not necessary to cut cane, dig
beet or harvest maize. Sweetness can also be constructed out of
molecules in a laboratory. The main consumer attractions of arti-
ficial sweeteners are that they do not contain calories or cause
dental caries.
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Saccharin
Saccharin was the first artificial sweetener. It was discovered by
American chemists in 1879, and was used as a sweetener for about
80 years before it came under attack on health grounds.

Cyclamate
Cyclamate was next to come onto the market. It was used in
combination with saccharin but was banned in both the US and
Britain by 1970 when it was found to cause cancer of the bladder in
mice. Some countries such as Australia and Canada remain uncon-
vinced by the evidence and have since lifted their bans. European
manufacturers make and sell over 2,000 tonnes of cyclamate each
year but sell none to Britain where the ban remains in force.

Aspartame
Aspartame was discovered by Searle laboratories in the US in 1965.
It was approved as a table sweetener in Britain in 1974, but banned
a year later on health grounds. The ban was lifted in 1981 and it is
now widely sold under the brand name of Nutrasweet. It remains
controversial on health grounds and due to its composition its uses
are limited to foods with a quick turnover - such as soft drinks and
fruit yoghurts - which do not require cooking, as aspartame breaks
down at high temperatures.

Acesulfam K
It seemed that at least some of these problems could be overcome
with the discovery of acesulfam K (trade name Sunnett) in 1967.
Tests so far have not shown any risks to health. It is stable in water,
does not decompose when heated and has been approved for use
as a general sweetener.

Thaumatin
Thaumatin comes from the African plant ketemffe. It is 3,000 times
sweeter than sugar and much sweeter than the other artificial
sweeteners. It was approved as an artificial sweetener in the UK in
1983 where it has been developed by Tate and Lyle. It is mainly
used as a flavour enhancer and in animal foods.6
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Sucralose
Tate and Lyle have also been developing an artificial sweetener that
is derived from sugar. By rearranging the sugar molecule and
adding chlorine atoms they have come up with 'Sucralose'. The
company expects its product to be approved for sale in Britain
soon.7

In the European Community artificial sweeteners have not greatly
reduced sugar consumption. Their use in diet foods is regulated by
some EC member states. In Italy, for example, products containing
aspartame and saccharin can only be bought in pharmacies. In
many of the other products in which they are being used, such as
toothpaste, cosmetics and mouthwashes, they are not actually
replacing sugar. Also the sugar industry has successfully played
on the image of artificial sweeteners as unnatural products with
potential health hazards. They are much more widely used in the
USA where the market for diet drinks is firmly established.
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Chapter 6

The growth of the isoglucose
industry and its impact on
developing country sugar
production

"Are you hungry Sir?"
Hunger? What do we know
about that? Hunger in
villages where fields
are lush with sugar cane!
Hunger which slowly sucks
the life of a people!'
Extract from A Poem from Negros by Jean Fallon, Maryknoll Sister, August 1985.



Chapter 6

IN 1985 NEGROS became known as The Ethiopia of South East Asia. The
Philippines sugar industry, already facing problems of corruption under the
Marcos regime, had been devastated by dramatic cuts in United States'
cane imports. A quarter of a million sugar workers found themselves without
work and Oxfam joined the relief operation to provide food to an island
stricken with hunger and misery.

But the cruel reality for developing countries like the Philippines, which
have always depended on the US market for their sugar exports, is that the
United States needs to import less and less cane sugar. It is only a matter of
time before it will be able to stop importing sugar altogether.

In the last decade it has become technically possible and commercially
viable to produce 'sugar' from maize. The product, known in the US as High
Fructose Corn Syrup (HFCS) (and as isoglucose in the European Com-
munity), has taken a huge share of the US sweetener market away from
sugar.

Between 1975 and 1985 HFCS has increased its share of the US market
from a negligible 4%, to one third. Sugar's share was decreased from three
quarters, to under half.

US per capita Consumption of Calorific Sweeteners

OTHERS OTHERS

1975
HFCS—Hl(li Fnicton Com Syrap (hofKicoM)

1985
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The United States produces approximately five and a half million tonnes of
sugar a year. The increased use of HFCS caused sugar consumption to fall
by nearly three million tonnes between 1975 and 1985. As the following
table shows, the US responded by cutting its cane imports.

U.S.A.
(Million tonnes raw value)

Production Imports Consumption
1975 5.9 3.5 9.1
1980 5.3 3.8 9.3
1985 5.4 2.2 7.2
(Source: Sugar Year Books 1977 and 1985)

Since 1985 imports have been further reduced, to 1.1 million tonnes in 1987.1

For food and drinks manufacturing industries, the main users in the United
States, there have been compelling economic reasons for replacing cane
imports with domestically produced High Fructose Corn Syrup. The US is
the world's largest producer of maize, the raw material used for HFCS. Farm
prices for maize fell by nearly 50% between 1981 and 1985, which made
HFCS highly competitive with sugar, for which producers are paid support
prices of between 18 and 20 US cents a pound.2

High Fructose Corn Syrup began to gain significant ground over sugar in
1980 when Coca Cola and Pepsi Cola, the two largest soft drinks companies
in the US, announced that they would replace half of the sugar they use in
their soft drinks with HFCS. Four years later they switched completely to
HFCS.

This was a major blow to beet and cane producers who had always relied
on the soft drinks industry to use about 2.4 million tonnes of sugar a year,
about one quarter of total US consumption. By 1985 the soft drinks industry
accounted for 62% of all sales of HFCS, with the canning and processed
foods industries and, to a lesser extent, confectionery, taking their share of
the rest.3

Until recently it seemed that HFCS had gained its maximum share of the
US market. The reason for this was that the technology required to convert
the liquid fructose syrup into a dry, granulated form had not been deve-
loped. This limited its use to the food and drinks industries and excluded it
from the domestic market.

However, scientists in the US have now developed a way of crystallizing
HFCS. It is estimated that the product they have come up with so far will take
a further half a million tonnes a year of sweetener consumption away from
sugar by 1990.4 It could take an even larger share of the market away from
sugar once the technology to granulate fructose has been perfected.
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The US has made room for HFCS by cutting back on its cane sugar
imports. It did this by re-introducing a quota system in 1982 and making
annual reductions in individual country's quota allocations.

The quotas were allocated to forty countries, all of which are developing
country producers, apart from Australia, South Africa and Canada. How-
ever, nine countries account for 80% of all imports and four of these,
Australia, the Dominican Republic, the Philippines and Brazil, for 60%.

US Sugar Import Quotas — Quantity and Value

Oct82-
Sept83

(12mths)

QUOTA ALLOCATION (SHORT TONS)
Argentina

Australia

Brazil

Dominican Republic

El Salvador

Guatemala

Panama

Peru

Philippines

Others

TOTAL

World Sugar Price

M b . ISA DP)

Preferential

Price (c/lb)

120400
232400
406000
492800

72800
134400
81200

114800
378000
859800

2892600

7.93

18.73

Value of Quota (US$MN)
Argentina

Australia

Brazil

Dominican Republic

El Salvador

Guatemala

Panama

Peru

Philippines

Others

TOTAL

Quota as Percentag
Argentina

Australia

Brazil

Dominican Republic

El Salvador

Guatemala

Panama

Peru

Philippines

26.01
50.20
87.70

106.44
15.72
29.03
17.54
24.80
81.65

185.72
624.80

»of GDP
0.02%
0.03%
0.03%
1.23%
0.42%
0.32%
0.37%
0.13%
0.18%

0ct83-
Sept84

(12mths)

130806
252486
441090
535392
89163

146016
88218

124722
410670
956427

3174990

6.30

19.17

33.67
64.99

113.54
137.81

22.95
37.58
22.71
32.10

105.71
246.18
817.24

0.02%
0.03%
0.04%
1.51%
0.58%
0.40%
0.47%
0.16%
0.24%

Oct84-
Nov85

(14mths)

109220
210820
368300
447040

74561
121190

73600
104140
342900
825069

2676840

3.99

18.27

31.20
60.23

105.22
127.71

21.30
34.62
21.03
29.75
97.96

235.71
764.73

0.02%
0.02%
0.03%
1.17%
0.44%
0.36%
0.35%
0.12%
0.19%

Dec 85-
Dec86

(13mths)

73788
142428
248820
302016

49999.8
82368
49764
70356

231660
598854.2
1850054

5.98

19.56

20.05
38.70
67.60
82.06
13.58
22.38
13.52
19.12
62.94

162.70
502.65

0.01%
0.01%
0.02%
0.73%
0.27%
0.22%
0.22%
0.07%
0.12%

Jan87-
Dec87

(12mths)

39130
75530

131950
160160

26019.8
43680
26390
37310

143780
317480.2
1001430

7.39

19.78

9.70
18.72
32.70
39.69

6.45
10.82
6.54
9.25

35.63
78.67

248.15

0.00%
0.01%
0.01%
0.34%
0.13%
0.10%
0.10%
0.03%
0.07%

Source: Sweetener Analysis. January 1987. landell Mills Commodity Studies.
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The quota reductions since 1983/84 are large (from 3.1 million tonnes in
1983/84 to 1 million tonnes in 1987), and all countries have shared in them.
Equally impressive, however, is the decline in the value of the quota. In
1983/84 the total sugar quota was worth US$817 million, which represents a
considerable transfer of resources from US consumers to the sugar expor-
ting countries. In 1987 the total value was only US$248 million.5

As the US has reduced its imports these countries have had to divert their
sugar onto the world market. Whilst the US pays between 18 and 20 US
cents per pound for raw sugar imports, world market prices have not risen
above eight cents a pound in the last two years and at one time fell to as little
as two cents a pound. This represented a huge loss of income for the
countries concerned.

The reduction in quotas between 1985 and 1986 has been estimated to
have cost the Caribbean and Latin American region US$89.9 million in
revenue.6 In 1985 these countries formed themselves into a 'sugar group' to
lobby the US administration to increase their quotas. One of the proposals
they put forward was that the US should increase its sugar imports by one
million tonnes for turning into sugar syrup. This would cut into the HFCS
market but would not harm domestic sugar beet or cane production.7

But their plea had little effect. Congress slashed the import quota for the
Caribbean by 25% for the 1985/86 crop year. The cut, from 1.7 million
tonnes to 1.25 million tonnes took effect from December 1985 and there
were further reductions in 1987.

Hardest hit is the Dominican Republic which holds the largest individual
US sugar import quota. Sugar accounts for 40% of the country's foreign
exchange earnings, half of which came from its US quota exports. The value

One of the countries hardest hit by US reductions In Imports Is the Dominican Republic.
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of its US quota has declined from US$137 million in 1983/4 to only US$39
million in 1987. Its foreign exchange loss for 1986 alone was estimated to
exceed US$50 million, all at a time when it needs to raise US$1 billion a year
to pay off its foreign debt.8

The Philippines has also suffered. Its 1987 quota allocation of 143,000
tonnes is only a fraction of the 1.3 million tonnes it was exporting to the US
during the 1970s. The value of its US quota in 1987 was a quarter of its value
in 1983 and the quota is fully expected to be phased out altogether by
1990.9

Following the United States' 1964 embargo on trade with Cuba, the
Philippines invested heavily in new mills and planted more sugar at the
United States' request. Despite this, representations by the Government of
the Philippines to Congress in 1986 for an increased quota have gone
unheeded.10

Clearly, it is only a matter of time before the US stops all its sugar imports.
Like a number of European countries, such as Britain, France and Holland, it
has encouraged the development of cane industries in selected countries
around the world to ensure a steady supply of sugar to its domestic market.
In doing so it has also ensured their economic dependence on sugar. Now
America no longer needs their exports, the Third World producers' only
alternative is to sell their sugar on a depressed world market, with an
inevitable loss in foreign exchange earnings.

Reduced income from sugar also reduces the ability of governments to
meet payments on foreign debts, or import bills. Frequently they are forced
to cut back on expenditure which often results in cuts in basic services -
such as health and education - rising unemployment and higher food prices
because of reduced subsidies. The impact of the United States' reduction in
sugar imports on the Third World poor extends way beyond the cane fields.

ISOGLUCOSE
Although the United States is by far the largest world producer of isoglucose
(High Fructose Corn Syrup) it is also produced in significant quantities in
Canada, Japan and the EC, in smaller quantities in several non-EC Euro-
pean countries and in a few countries in Asia, Latin America and Africa.

In Canada the market for corn sweeteners has been growing rapidly. By
1984 they accounted for one third of the total sweetener market. The
production of isoglucose only began in 1979 but is already taking a sizeable
proportion of the sweetener market. Sugar consumption has been declining
steadily, from 8 1 % of total sweetener consumption in 1981 to 64% in
1985."

Japan imports nearly two million tonnes of sugar a year for which it pays
the highest sugar support prices in the world. As a cheaper alternative
they are currently trying to find a way of producing isoglucose from
domestically grown rice. Once this is achieved they will be able to cut back
on their sugar imports, most of which come from Australia, Cuba, the
Philippines, South Africa and Thailand.
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The chances of isogluose gaining ground in the European market look
remote despite the EC's 16.5 million tonne wheat surplus, which could
provide the raw material. The combined power of the sugar beet and
refining lobby has ensured that its production is kept in check.

In the late 1970s, when it became apparent that starch producers in the
EC wanted to go into isoglucose production to help relieve their over-
capacity problems, the Community started to control production. Their
justification for doing so was that there was already a structural surplus of
sugar in the Community, and that the production of a cheaper substitute to
replace sugar in important food and drink uses would only increase the
surplus. In 1981 isoglucose was incorporated into the sugar regime and its
production limited to 198,000 tonnes dry matter.13

THE WAY FORWARD
The reality that has to be faced by beet and cane producers is that high
fructose syrups are here to stay. There is little doubt that they will continue to
expand their share of the world sweetener market, particularly once the
commercial production of granulated isoglucose is viable. Already it has
been projected that by 1990 isoglucose will account for about one tenth of
the world sweetener demand, and 45% of the US market.14

The displacement of cane imports from the US market has already
caused immense hardship in developing countries like the Philippines and
the Dominican Republic. The continued expansion of the industry is likely to
have a similar impact on other developing country cane exporters unless

Coke—now sweetened with maize Instead of sugar.
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steps are taken to avoid this happening. There are two ways in which their
interests could be protected; first by paying them compensation for the loss
of their export markets, and second by establishing controls over the
production of isoglucose.

The National Federation of Sugar Workers, the principal Philippines' sugar
workers' trade union, has requested payments of US $2.5 million each, from
Coca Cola and Pepsi Cola, to compensate the sugar workers for the
disruption to the industry caused by the contraction of the US market.15 If
the companies agree to pay, the money will be spent on converting the land
to food production. Had compensation been paid when the US first began
cutting the Philippines' export quota, at least some of the suffering
experienced by the people of Negros might have been avoided.

The need to control the production of isoglucose is a compelling argu-
ment for incorporating all alternative sweeteners, including isoglucose, into
the International Sugar Agreement. The volatility and instability of world
sugar prices stem from the 'free' market structure for sugar. The displace-
ment of cane from its traditional markets by the establishment of isoglucose
industries has led to increasing amounts of sugar being traded on the world
market and the consequent fall in prices. The inclusion of all major forms of
sweetener production, whether traded or not, into an International Sugar
Agreement is necessary, therefore, to ensure some order in the world
market place.16
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SWEET NOTHINGS - SUGAR AND HEALTH
Sugar.... "Yet being much used produceth dangerous effects in the
body; as namely the immoderate uses thereof, as also of sweet
confections, and Sugar-plummes, heateth the blood, ingendreth the
landise obstructions, cachexias, consumptions, rotteth the teeth,
making them look blacke, and withall, causeth many times a
ibathsome stinking breath. And therefore let young people especi-
ally, beware how they meddle too much with it."
James Hart, Diet of Diseases, 1633.1

While Jamaican sugar workers despair over meagre wage packets,
the major sugar producers squabble over market shares and
scientists puzzle over how to make granulated sugar out of corn
and other starches, many health professionals are waging war on a
product that is widely claimed to be bad for us.

The problem with sugar is that it contains calories but little else.
Furthermore, processed sugar tends to displace other foods from
the diet because it causes a rapid rise in the blood-sugar level,
which falls again, and causes hunger, even a craving, for more
sweet foods. It thus sets up a dependency which drives out a
natural desire for starchy and sweet wholefoods which supply
blood-sugar at a normal rate, because that comes to feel too slow/

Whilst many doctors and dentists claim that sugar is harmful to
both teeth and health, it is the dental profession that is most united
in its condemnation. The majority of dentists accept the evidence
that sugar is the principal cause of dental caries - a disease that
affects over 95% of dentate adults in Britain.2

The medical view is less united. Sugar has been cited as a major
contributor to many conditions including obesity, diabetes, heart
disease, cancer of the bowel and kidney stones, but there is
disagreement on whether it is a direct or indirect cause of these.

The British Medical Association recently launched an attack on
sugar consumption.3 In the interests, at least, of dental health the
BMA recommends that sugar consumption be halved, and targets
confectionery, soft drinks and snacks as the main foods where this
reduction should take place.

The sugar industry in Britain has its own counter-offensive to the
health lobby. The nerve centre of their publicity operation is the
London based British Sugar Bureau (BSC). The Bureau is jointly
financed by Tate and Lyle and the British Sugar Corporation. Its
Director General is MP Michael Shersby who is also Chairman of
the Conservative Party's Food and Drinks sub-committee.4

The British Sugar Bureau's booklet Sweet Reason attacks the
'myths' expounded by the dental and medical professions.5 They
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maintain that there are many causes of dental decay, sugar being
one of them. As for other charges concerning sugar's culpability for
obesity, heart disease and diabetes the BSC informs doctors that,
"There is no evidence available to suggest that sugar-containing
foods make any negative contribution to the diet of man."6 In 1984
the British Sugar Corporation launched a £1,000,000 advertising
campaign "to give sugar its proper recognition".7

Cane better than beet?
On health grounds it is frequently argued that policies should aim
at reducing sugar consumption world-wide.8 By implication pro-
duction should also be reduced. This bodes ill for cane and beet
industries alike, although recent evidence on the health front could
possibly be good news for the cane producers.

Professor John Yudkin, author of Pure, White and Deadly and
champion of the anti-sugar lobby, has recently completed a
research programme into the properties of unrefined molasses
sugar. His findings show that it contains certain important minerals
which are not found in refined sugar. Principally these minerals are
iron, zinc and chromium together with small quantities of calcium,
magnesium and potassium. "Sugar is still bad", the report con-
cludes, "but unrefined sugar is much less bad than refined sugar".9

The good news for developing country producers is that un-
refined sugar comes exclusively from cane sugar. The molasses
derived from beet is inedible unless refined because of its strong,
bitter taste.10
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Chapter 7

Options for cane producers

'The noisy call for diversification should
not divert people's attention from the
reaiprobiems of Iandiessness and low
wages which are at the root of
widespread poverty and hunger in the
countryside.'
Joel Rodriguez—Executive Director, Forum for Rural Concerns, Philippines



Chapter 7

FOR MANY DEVELOPING COUNTRIES growing sugar for export has
become a liability, rather than an asset. The United States no longer needs
their exports. The European Community is producing huge surpluses of
beet. Major developing country producers, such as Cuba, Thailand, India
and Brazil, have expanded production, and others have endeavoured to
increase their self-sufficiency in sugar. Traditional markets have contracted,
and the world market is so overloaded with surplus sugar that prices have
fallen way below the cost of production.

Yet their need for foreign exchange is great. The 1970s oil price rises and
subsequent increase in bank lending left many developing countries deeply
in debt. They now face considerable pressure to repay their loans, from
banks, the International Monetary Fund, whose policies are largely deter-
mined by Western Governments, and other lending institutions. They are
encouraged to increase export earnings but find it increasingly difficult to do
so because of the general depression in world commodity prices. Many
cane producing countries are encumbered with an industry that can no
longer meet their pressing need to increase foreign exchange earnings. Yet
large numbers of people depend on the industry for their livelihood'

In looking for ways round this problem various options are being tried by
different countries. These fall into three main categories: diversifying out of
sugar in order to grow either alternative cash or food crops; developing
alternative uses for sugar; and reducing dependence on traditional markets
by exploring the possibility of setting up alternative marketing arrangements
or cane refining facilities.

DIVERSIFICATION OF LAND USE
Diversification, which in this context means substituting alternative cash or
food crops for sugar, is an option that is being taken by a number of
developing country sugar producers.

The Philippines
Following the crisis in the sugar industry which led to such widespread
suffering on the island of Negros, considerable efforts are being made to
diversify out of sugar.
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The experience of Negros has been a salutary lesson in the risks of relying
too heavily on one export crop. Agriculturally there is no need to grow sugar
on Negros. Its rich soils and tropical climate mean that a variety of crops,
such as rice, sweet potato, cassava and pineapple, could be grown there.2

Whilst meeting the food needs of the island's population must be the
priority concern, the Philippines is also under tremendous pressure to
generate foreign exchange. It has an external debt of US $26 billion (£17.5
billion) and an annual debt repayment bill of US $2 billion, almost half its
foreign exchange earnings.3 A diversified farming system, therefore, that
includes food crops and a number of different export crops, is seen as a
necessary safeguard against adverse market fluctuations, as well as
providing food and employment.4

However, attempts to diversify are being hampered both by a lack of
capital and the present land ownership structures. This has given rise to
demands for land reform and the payment of compensation by the United
States for cutting its import quota.

The Caribbean
Most of the Caribbean islands import food partly because their populations
are too large to be supported by domestic agriculture and partly because
sugar and other export crops have taken up much of the best land. Cane is
easy to grow, and is particularly well suited to the climatic conditions of the
region.

In order to avoid stiff competition from larger producers several islands
have switched from sugar to banana production. But the banana business
has proved to be just as risky. Like sugar, bananas suffer adverse price
fluctuations on the international market. They are also highly vulnerable to
disease and to the region's frequent droughts and hurricanes.

In the Windward Islands nearly half the working population depend
directly or indirectly on the banana industry. On occasions, when the area
has been hit by tropical storms, there have been huge crop losses. In 1986,
for example, Oxfam made a grant to the banana growers on the island of St
Vincent because their crops had suffered severe damage during a
hurricane.6

In recent years Jamaica has attempted to diversify some of its land out of
sugar. As sugar became less productive, the island was under pressure
from the International Monetary Fund to switch to alternative cash crops.
Like the Philippines, Jamaica has a substantial external debt and a pressing
need to generate foreign exchange.

Its diversification programme, partly financed by aid from the United
States, commenced in 1984/85. The programme has several different
components, a major one of which concentrated on winter vegetable
production. Employing sophisticated technology it was designed to pro-
duce green peppers, cucumbers, cantaloupe melons, and other vegetables
for export to the USA.

In 1986 the vegetable project was declared bankrupt and closed down. It
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Harvesting green peppers In Jamaica for export to the USA.

had been unable to recoup its huge capital outlay because of depressed
market prices in the United States.7 In addition, it was poorly sited on the
low-lying plains of the south of the island, which meant that flooding in the
summer of 1986 caused severe damage to the crops.8

The project was unpopular from the outset with many sugar workers. It
took on mainly casual labour because of the short harvest season, so many
sugar workers were displaced and unable to find employment. Most of the
project workers were women, drawn from neighbouring settlements, who
would normally make a meagre living out of 'higgling', trading local produce
in markets or on the road side.9

The irony is that in 1986 Jamaica had to import some 40,000 tonnes of
sugar because it no longer had sufficient land in cane to meet its domestic
and export requirements.10

Clearly, diversification programmes must be a priority in countries where
the food needs of the population are not being met and the land in sugar is
needed for the production of food crops.

The picture is far more complicated when the diversification is from sugar
to alternative cash crops. In recent years most commodities have suffered
from fluctuating and depressed world market prices which makes it almost
impossible to choose a crop that will guarantee an improved income. An
additional factor is that sugar is easy to grow in comparison with many other
tropical crops, and much less likely to be damaged by pests and adverse
weather conditions.
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Although the situation varies greatly from country to country the success
of any diversification programme depends on three main factors. Firstly,
when diversifying to an alternative cash crop, it must be possible to select a
crop, or crops, that are both climatically suited to the country concerned
and reasonably assured of a stable export market. Secondly, whether the
diversification is to cash or food crops, the capital required to diversify must
be available. Finally, in all diversification programmes, there should be a
commitment by governments to ensure that local farmers and sugar workers
are fully consulted and integrated into the programme.

ALTERNATIVE USES FOR CANE
To cut down on the high costs of importing oil, and to make use of their
sugar, a number of developing countries have started converting sugar into
fuel alcohol, most commonly known as ethanol.

Sugar cane is particularly efficient at converting sunlight into chemical
energy. It also produces its own fuel for processing, in the form of bagasse,
the fibrous cane which remains after the cane juice has been extracted to
make sugar. Its use as the base material for ethanol became particularly
attractive in the 1970s when the rise in oil prices forced many developing
countries to explore ways of reducing their dependence on imported oil.

Brazil has the world's largest ethanol programme. It first embarked this as
a way of making use of its excess sugar. However, a spectacular rise in oil
prices in the late 1970s led to a second boost to the programme in 1979 as
the replacement of imported oil became a priority.

In all, US $8 billion has been invested in Brazil's 'Pro-alcool' programme.
Substantial government subsidies to the programme have helped it to reach
its present production of 3 billion gallons of ethanol each year. About 2.3
million cars, one third of the country's total, run on ethanol produced by
Brazil's 386 sugar distilleries. 95% of new cars are equipped with alcohol
burning engines.11 Since it first started, the programme has halved Brazil's
oil import bill.12

The picture has looked less rosy since the fall in oil prices in 1986. A barrel
of petrol produced in Brazil from imported oil now costs less - at about US
$25 - than a barrel of ethanol (about US $40).13 Despite the changed
economics there remains a strong lobby to maintain the 'Pro-alcool' pro-
gramme, although there are others who consider there should be some
serious rethinking.14 In particular the programme has been criticised on the
grounds that its social and environmental costs are unacceptably high.

Most critics agree that the main sectors to benefit have been the car
industry, industries supplying equipment to the distilleries and the large
landowners. It has also benefited the minority of the population rich enough
to afford cars. But the programme has, at best, had little impact on the poor
majority and at worst, harmed them. Small agricultural producers have been
forced off their land by the expansion of cane production, and poor
consumers are having to pay higher prices for food, partly due to the 'Pro-
alcool' programme.15
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About 2.3 millions cars In Brazil run on ethanol extracted from sugar cane.
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Bringing sugar to the factory, Brazil.

In order to produce enough sugar for the programme, some 17 million
hectares of land have been turned over to cane production.16 This has
involved the epxulsion of many small farmers from their land which in turn
has led to a reduction in basic food production.17 In the state of
Pernambuco, for example, it is estimated that between 1975 and 1979
around 10,000 hectares of subsistence food crops were lost to cane.18 In
Brazil small farmers (with plots ranging from 1 to 100 hectares) are
responsible for 60% of national food production, particularly of rice, beans,
maize and cassava which form the basic diet of the majority of the
population.18 The reduction in the production of these crops has led to food
price rises in many areas. These hit poor people hardest as they spend a
high proportion of their income on food.

One expected benefit of the ethanol programme was increased employ-
ment. An estimated 800,000 new jobs have been created in the agricultural
and industrial sectors.20 In the original objectives of the programme it was
stated that regional income differences would be reduced, since it is
possible to produce the raw materials for alcohol production all over the
country. It was also suggested that by locating plants in areas of high
unemployment, local people would benefit directly.21

However, a study of the programme in 1978 showed that more than half
the plants had been located in the comparatively industrially advanced state
of Sao Paulo.22 In addition to this, wages in many parts of the industry are
extremely low.23

Environmentally the most serious consequence of the development of the
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'Pro-alcool' programme has been water pollution. For every litre of alcohol
produced there are approximately 12 litres of effluent which, if allowed to
flow into water in high concentration, is fatal to fish and marine life.24

Oxfam supports a number of projects which work with the fishing
communities around the cane growing regions.25 As one project worker
commented, "Ten years ago the river Golana was famous for the huge
variety of fish, crabs and shrimps. People came from all around to fish, from
the country and the surrounding towns and cities ... The river was a real
breeding ground, and a fisherman could catch up to 30kg a day."

Today the situation is completely different. The subsistence fishing
communities and unemployed of the region can no longer be sure of
catching anything apart from illnesses from the highly polluted water of the
Golana river, north of Recife.26

In one incident in August 1983 almost 1.4 billion litres of effluent from three
distilleries were poured into two rivers in the state of Pernambuco. This
caused severe damage to the rivers, estuaries and sea. A huge mass of
polluted water, some 40km by 500m, spread along the coast. It is estimated
that some 50 tonnes of fish were lost, along with shell fish and other marine
life.

The effect on the poorer people who depend on fishing for their survival
was disastrous. Whilst laws exist to reduce effluent, the fines are so low that
companies consider it more economic to pay the fines than to install filtering
equipment or treatment plants.27

Brazil produces more sugar than any other single country in the world.
Despite the fact that its ethanol programme soaks up 60% of its sugar
production, it still exports more than two and a half million tonnes of sugar
each year. Rather than cutting back on exports, Brazil has merely expanded
production which implies that developing alternative uses for sugar is not
necessarily going to be the answer to the world's sugar surplus.

A number of other developing countries have ethanol programmes. For
example, in Africa, Kenya, Zimbabwe and Malawi have operational ethanol
plants. Of the three, Zimbabwe's programme appears to have been the
most successful. It has had a positive influence on the country's balance of
payments and reduced its strategic dependence on imported fuels. More
importantly from the perspective of the poor, Zimbabwe has prioritised food
production. The expansion in sugar production does not seem to have
adversely affected food supplies.

Attempts are also being made to start ethanol production in Jamaica. The
recent failure of the island's diversification programme may be an added
incentive to do so. An ethanol programme could save the island's sugar
industry and with it several thousand jobs.

REDUCING DEPENDENCE
A major problem for many developing country cane exporters is that their
industries are geared around producing sugar for refining and consumption
in Europe and the United States. In order to reduce their dependence on



these markets they would need to develop their own refining capacities and
seek out alternative trading partners.

Refining
Most developing countries do not have the capacity to refine their own
sugar. In some countries, sugar is sold to the consumer in a semi-refined
form or, after a limited amount of extra purification in the mill, as 'plantation
whites'. In other countries the consumer demand is for high-quality refined
sugar.

So although the demand for refined sugar will vary from country to
country, producers without the capacity to refine their own sugar lose out on
the potential profits and additional employment opportunities of exporting it
ready-refined. It also leads to anomalies, as in the case of Mauritius.

All the cane sugar that is exported to the European Community under the
Lome Convention is refined in Europe. Each year Mauritius sends 500,000
tonnes of raw sugar to the UK for refining by Tate and Lyle. Approximately
80,000 tonnes of this same sugar is then sold back, in its refined state, to
Mauritius, where it is either consumed locally or re-exported.

Mauritian sugar workers argue that this is an illogical arrangement. If they
had their own refining capacity they would be able to refine the 80,000
tonnes themselves, which would provide more jobs and save the consider-
able transport cost involved. They would also be able to make use of the
molasses extracted in the refining process which they are unable to under
the present arrangement.29

The ability of many developing countries to develop their own refining
capacity is restricted by the small scale of many national markets (which
rules against the construction of bulk sugar port facilities) and the limited
returns from sugar refining.30 In addition, refining can be extremely costly
unless it can be done on a large scale and the refinery can be added to an
existing raw sugar factory so that it can use surplus bagasse as fuel.

However, under present market structures, the main obstacle is the
absence of stable markets. It is doubtful that cane sugar would retain its
share of the EC market if the Community lost its capacity to refine the 1.3
million tonnes. If the cane sugar were to be imported ready-refined existing
European refineries would be forced to close and the producer countries
would lose their most powerful allies. In addition, the high cost of trans-
porting refined sugar would add substantially to export costs and make it
difficult for the cane producers to compete effectively with beet on the
international markets.31

These problems could be overcome if some of the smaller sugar pro-
ducers, such as those in the Caribbean, set up regional refineries on a
similar basis to that currently being suggested by the the Mauritian sugar
trades unions.

Alternative marketing arrangements
Another way cane producers could reduce their dependence on developed
country markets is to seek out alternative trading links with other Third World
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sugar
sugar
sugar/rice etc

(2)
oil
tools/machinery
oil

countries and develop South-South trade.
The heavy cost of debt servicing has meant that many countries are

unable to meet the costs of imports because of a shortage of foreign
exchange. This has led to an increase in the volume of 'counter-trade', the
term used for an exchange of goods of roughly the same value between
countries.32 There are a number of countries which exchange sugar for
other goods as the following table shows:

South-South trade in sugar, 1982/3
Countries Commodities traded
0) (2)
Brazil Venezuela
Philippines China
Pakistan Iran
Tanzania Mozambique sugar/cocoa etc coffee/tyres etc
Source: Third World Quarterly, Vol 8, No 3, July 1986
There are obvious advantages to counter-trade in terms of an expansion of
market opportunities and savings on foreign exchange. However, the
opportunities for developing counter-trade in sugar are diminishing. Rather
than exploring ways in which to obtain sugar by bartering it for other goods
as a way of saving foreign exchange, an increasing number of countries are
endeavouring to become self-sufficient. One example of this is Sri Lanka.

The Sri Lankan Government is in the process of establishing a huge sugar
complex which aims to produce 20% of the island's sugar requirements.33

Sri Lanka currently imports about 95% of its sugar, so the scheme is
intended to save desperately needed foreign exchange. Several foreign
companies are investing in the scheme but it is also being supported by the
British aid programme, which allocated more than £14 million to the project
in 1985.34

The project has generated considerable controversy, as the land that is
being converted to sugar production is already being cultivated by small
farmers for food production.35 Quite apart from this, such a substantial
allocation of British aid money for the purpose of establishing a new sugar
industry, at a time of substantial world surpluses, is questionable. It might
have been more appropriate to explore opportunitiess for obtaining more
sugar through counter-trade, which would have both saved foreign ex-
change and increased market opportunities for an existing sugar exporter.
There is no simple solution to the problems that face developing country
sugar exporters. Each country faces its own set of problems so whilst the
option to diversify may be right for one, ethanol production may be more
appropriate for another.

Europe and the United States have a clear role to play in suporting those
countries whose industries have been adversely affected by their agricul-
tural policies, in whatever option they choose. However, in all decisions that
are taken, the needs of poor people must be of paramount importance.
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NEW MARKETS FOR SUGAR
Why has sugar consumption fallen in developed countries? Un-
doubtedly health education and the resulting trend towards more
healthy living has had an impact on the amount of sugar eaten.
According to the British Ministry of Agriculture, Fisheries and Food
Household Expenditure Survey of 1981, purchases of packet sugar
declined by 30% between 1971 and 1981, as people either kicked
the habit or switched to artificial sweeteners that are less fattening
or harmful to teeth.1 However the fall in domestic consumption has
been partly been made up for by the switch away from home
cooking to convenience foods with added sugar. The following
table illustrates this trend in France, Germany and Britain:

Proportion of sugar consumption used by manufacturers and the proportion
sold at retail3 (% of total domestic sugar use)

Proportion used by Proportion sold
manufacturers'1 at retail

France

Germany

UK

Notes: a Sales at retail are mostly for domestic use by consumers.
b Principally food manufacturers, but small quantities also to the chemical
industry.

Source: Review of EC Sugar Market.
Report to the World Bank, by Simon Harris (1985).

The decline in sugar consumption in the industrialised countries
can also be accounted for by the increased use of other sugars
such as fructose, glucose, lactose, maltose and galactose. In the
USA High Fructose Corn Syrup has cornered 30% of the sugar and
sweetener market . Europeans , Japanese , Amer icans and
Australians may be eating less sucrose - sugar made from beet or
cane - but this does not necessarily mean that they are eating less
sugar.

With sucrose consumption falling in many parts of the industri-
alised world, new markets are being sought. Sugar is one of the first
foods to respond to a rise in income in low income countries.
Consumption begins to rise when a country's gross domestic
product reaches about US $400 a head and continues to rise until
GDP reaches US $6,000 a head when it starts to decline.2
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The biggest users of sugar in Third World countries are the
subsidiaries of large multinational food and drink processing com-
panies and include cake and biscuit manufacturers and the soft
drinks industry. Soft drinks are probably the most important factor
in the sharp increase in sugar consumption. In Mexico, on average,
nearly five bottles of soft drinks are consumed per man, woman and
child each week.3

In the Philippines transnational giants like Coca Cola and Pepsi
have virtually wiped put all traces of indigenous beverages like
kalamansi (local lime juice) and buko (coconut water). Even in the
most remote areas Coke and Pepsi have become standard fare.

Coca-Cola went to the Philippines in 1927, teamed up with the
local San Miguel Corporation - the exclusive franchised bottler of
Coke - and now has 17 bottling plants in the country, selling six
million pesos worth of soft drinks a year. But even that figure was
doubled by Coke's rival Pepsi which reported one and a half billion
pesos worth of sales.4

Numerous studies have shown that populations who have
changed their diet from locally available agricultural products to
manufactured and processed foods, particularly those containing
sugar, have experienced increased dental health problems.5 This is
the experience of several Oxfam supported consumer organi-
sations in the Philippines who are waging war on the 'Coca-
colonisation' and influx of other 'junk' foods into their country,
mainly through health education programmes in schools.6
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Reducing EC surplus beet
production and taking steps
towards an International
Sugar Agreement that works

'So long as the
market remains in

the doldrums
developing

countries'cane
exporters will

suffer.'
Frank Downie, Chairman of the

National Sugar Corporation, Jamaica.



Chapter 8

WHILST DEVELOPING COUNTRY SUGAR EXPORTERS may consider
various options to overcome the problems that their industries face, respon-
sibility for the present crisis in the world sugar trade lies largely with
developed country producers. Having set up cane sugar industries to meet
their own needs and established a market dependency in their former
colonies, they have gone on to establish their own, very productive sugar
and sweetener industries. High Fructose Com Syrup has displaced cane
imports from the US market and the EC has swamped the world market with
its beet sugar exports.

REDUCING EC BEET SURPLUSES
If the terms of trade are to improve for developing country cane exporters
the EC will have to take its share of responsibility for reducing world sugar
surpluses by limiting its own exports. In order to do this it will have to cut
back on production, or develop alternative uses for its excess sugar.

Cutting back on Production
The European Community currently generates each year some 3 to 4 million
tonnes of sugar, surplus to domestic requirement. This sugar is exported
onto the world market, making the EC the single largest world market
exporter of sugar.

The EC has been under considerable pressure to reduce its exports
because of the devastation they have caused to world market prices. But
Europe's powerful sugar beet lobby has strenuously resisted cuts in
production as a way of reducing the surplus. The present pricing and quota
system is very much to its advantage and reducing production would be an
unpopular move for the Commission to make.

When considering how production could be cut it is helpful to see how the
surplus occurred in the crop year 1985. As the sugar 'mountain' shows (see
illustration), 'A' quota sugar is equal to Community consumption require-
ments. This means that, after taking the imported ACP cane sugar into
account, 1.3 million tonnes of 'A' quota sugar is surplus production. All of the
'B' quota sugar is surplus and a substantial quantity of 'C sugar is also
being produced. This means that a great many farmers would rather take
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EC Sugar'Mountain'1
Crop Year (1985)

3.4
million tonnes
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consumed

1.1 million
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/ A 2.3 million tonnes
/ ~ \ 'B'quota sugar
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/_ \ 10.5 million tonnes

EC sugar consumption

10.5 million tonnes
'A' quota sugar

1.3 million tonnes cane Imports \

Exportable
Surplus

Total
Community
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10.5

million tonnes

EC Sugar'Mountain12

/ 'Csugar
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'A'Quota
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1.3 million tonnes cane Imports \

the risk of producing 'C sugar than have their quotas reduced because of
their failure to meet them.

The obvious solution to this problem is shown in EC Sugar 'mountain ' 2.
'A' quota sugar has been reduced to 9.2 million tonnes which together with
the 1.3 million tonnes of ACP imports makes up the total Community
requirements for that year.1 There is no longer a 'B' quota category, so all
surplus sugar that is produced is unsubsidised.

Some factions within the Community argue that the easiest way of
reducing exports would be to stop importing the 1.3 million tonnes of cane
sugar from the ACP countries. However, this would amount to complete
disregard for Europe's historical responsibility to the ACP countries' sugar
industries and spell disaster for the countries involved. Whereas beet can
be easily replaced by other crops, cane cannot.

The EC will review its Sugar Regime in December 1987 so that a new one
can come into effect in July 1988. Provided the political will exists, there are
two ways in which the Community could seriously address its problem of
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surpluses by cutting back on production. Either, it could review its price
support system to make it less profitable for farmers to produce beet, or it
could restructure the quota system on the lines suggested in the diagram
showing sugar 'mountain' 2. Neither option will be popular with the majority
of the Community's beet producers.

Whichever option is chosen it is important that small farmers within the
Community are not penalised. Any adjustments to the Sugar Regime should
take their interests into account, for example by allocating the 'A' quota
sugar on a maximum tonnage per farm basis.

Alternative Uses
Within the EC, developing alternative uses for sugar is a more attractive
proposition than cutting back on production. It is more acceptable to the
Community's beet producers for the very reason that it would mean that they
would not have to produce less sugar. There are two possible uses for
surplus beet; ethanol production and the chemical industry.

European interest in ethanol production arises from two pressures. Firstly,
the Community is committed to phasing out lead in petrol and the octane
lost in this process could be replaced by ethanol. Secondly, the EC is under
pressure to reduce beet surpluses which adds to the incentive to produce
ethanol.

France is already a substantial ethanol producer using a wide range of
products. These include imported molasses, alcohol distilled from wine, and
sugar beet, which provides roughly one fifth of total production. The quantity
of beet currently going for ethanol production is 1.26 million tonnes a year.

At this stage the Community's position on ethanol production is not clear.
Ethanol production will require large and continuing subsidies and the
Commission is cautious about making any commitment to an extensive
programme.3

Ethanol is only one of several possible alternative uses for sugar.
Biotechnological advances have meant that there is an increasing role for
sugar in the chemical industry. The European Commission has made much
of this as one of its justifications for not cutting production quotas.4

It is forecast that the chemical industry could be using up to 539,700
tonnes of beet sugar by 1990.5 This, however, depends on sugar being
made available to the industry at a competitive price. Chemical manufac-
turers argue that in order for new activities to flourish in the EC, the industry
must have access to the raw materials at remunerative prices, which the
producers maintain are too low. Clearly, there is some way to go before the
future of sugar in the chemical industry is clear.

As the chemical and ethanol industries are unlikely to be able to absorb
four million tonnes of sugar a year, at least in the forseeable future, the EC
will have to address the problem of reducing its surpluses by cutting back
on production. The need for European action is pressing as its current lack
of restraint in controlling exports is a major reason why recent International
Sugar Agreements have failed to control world market prices.
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INTERNATIONAL SUGAR AGREEMENTS
(ISA)-THE FIRST FIVE
Before the 19th century, when trade was mainly between mother
country and colony a system of tariffs was sufficient to foster
production and keep other countries out of the home markets.
When trade became international any move towards regulation had
to have international agreement and recognition.

1864 - A few countries got together to try and draw up some kind
of agreement on the sugar trade. It failed but this marked the first
attempt to set up an international sugar agreement which would
stabilise prices by controlling the movement of sugar around the
world.

1937 - The International Sugar Agreement emphasised the need
to maintain "an orderly relationship between supply and demand
for sugar in the world market" and sought to maintain prices at a
level which would ensure producers some degree of profit. An
International Sugar Council was established to administer the
Agreement.

During the Second World War sugar was in short supply and was
rationed by many of the importing countries including the US and
the UK. With the removal of wartime controls sugar prices fell
dramatically and reawakened interest in a new ISA.

1953 - A third International Sugar Agreement was introduced. It
had a broad array of aims which included the need to:

• balance supply and demand at equitable and stable prices;

• increase consumption;

• maintain the purchasing power of areas dependent on sugar
production or exports;

• maintain fair labour standards.

To achieve this it set export quotas as a proportion of Basic
Export Tonnage (BET) which were negotiated and reflected a
combination of the reality of the market and the ideal. It also
attempted to stabilise prices by setting prescribed price ranges.

The 1953 ISA kept prices within the prescribed range until 1957
when they soared because of crop failures and speculation asso-
ciated with the Suez crisis. The Agreement was re-negotiated in
1958 and modelled closely on its predecessor.

1958 - International Sugar Agreement. Prices remained slightly
below the bottom of the price range but it was the United States'
reaction to the Cuban revolution that really damaged the credibility
of the Agreement. At a stroke Cuba lost half its export market for
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sugar, and the US a third of its supplies. This altered the existing
pattern of world trade as both countries sought markets and
suppliers elsewhere.

Although both the USSR and China undertook to take all Cuban
sugar displaced from the US market, the net result was more sugar
coming on to the free market in 1960/61 than could be readily
absorbed. This, combined with a large European beet crop in the
same period, caused prices to fall to 2 US cents per pound - well
below the prescribed price range. The economic provisions of the
Agreement were allowed to lapse and no new agreement was
negotiated to replace it.

1968 - The next International Sugar Agreement with economic
provisions. This coincided with an upturn in world market prices
largely due to a growth in consumption. In 1973 the price averaged
9.7 US cents per pound which made the ceiling of the supply
commitment price of 7.6 cents per pound look both unattractive and
unrealistic to exporters and the Agreement was not renewed at the
end of the year.
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THE NEED FOR AN EFFECTIVE INTERNATIONAL
SUGAR AGREEMENT
Attempts to control world commodity prices are usually made through
international agreements. In other words, countries importing and exporting
a specific commodity agree to buy and sell to one another within a fixed
price range. Successive International Sugar Agreements, which incorporate
both beet and cane sugar, have attempted to control world prices. However,
in recent years these Agreements have failed to work.

Why the Sweet Talk has failed
The present International Sugar Agreement (ISA) contains no provision for
controlling world prices. It commenced in January 1987, when it was signed
by 55 sugar exporting and importing countries, but is purely an
administrative agreement.6

Few previous ISAs have been completely successful in controlling prices.
Nonetheless there have been periods when they have had some effect and
their very existence has represented an important principle of trade co-
operation between countries. The problems that led to the complete failure
of the present agreement began in the 1970s.

During the 1970s there was a restructuring of world sugar trade. High
world market prices for sugar early in the decade led to an increase in
production in the exporting countries. These supplies came on stream just
as world demand for sugar was declining and contributed to a dramatic fall
in prices after 1974. At the same time the pattern of international trade was
changing. In 1975 the US failed to renew its Sugar Act, which had been in
existence since 1948. The expiry of the Act transformed the US sugar
market from conditions of strict regulation to a relatively free market. In
Europe, the Commonwealth Sugar Agreement was replaced by the Sugar
Protocol of the Lome Convention, which only permitted sugar imports from
developing country producers.7 These changes encouraged the establish-
ment of a new International Sugar Agreement.

The International Sugar Agreement -1978 to 1984
The new ISA, which commenced in January 1978, was the sixth of its kind.
Like most previous Agreements it was originally set for a period of five years.
However, before it expired it was decided to renew it for a further two years,
which meant that it ran until the end of 1984.

The Agreement was negotiated against a background of high stocks and
low prices, but there were other factors which also had a profound influence
on the negotiations. Firstly, the United States, which had failed to participate
in the 1968 ISA became an active and influential member of the 1977
Agreement. Secondly, the EC opted not to join the Agreement. Led by
France it wanted to use the world sugar market as a means to avoid keeping
its excess sugar in stock and did not want its programme of expansion to be
limited by a quota system. Thirdly, Cuba wanted to increase its share of the

99



world market. It had plans to expand output to 10 million tonnes. In addition
the USSR had announced plans to achieve self-sufficiency in sugar. This
would either have meant that Cuba would have had to reduce its exports to
the USSR, or that the USSR would have become a major re-exporter of
Cuban refined sugar.8

The traditional mechanisms of ISAs are export quotas, which were the
basic instruments of the 1977 ISA. Additionally, in the 1977 ISA, exporting
countries were expected to hold stocks of uncommitted sugar amounting to
2.5 million tonnes in total. These stocks were to be released onto the market
gradually when prices rose above a certain level. Importing countries
agreed to limit imports from non-members of the ISA. The prescribed price
range was set at a floor of 11 US cents per pound and a ceiling of 21 US
cents per pound. This was raised in 1980 to 13 to 23 cents per pound.9

The Agreement came into force in January 1978 when sugar prices were
well below the bottom of the prescribed price range. They rose gradually as
purchases were increased from the USSR and China. However, during 1980
there was a crop failure in Cuba. The reserve stocks were used up and the
price of sugar rose sharply. Export restrictions were lifted but by the autumn
of 1981 the price of sugar had fallen back to below floor level.10

It was decided to extend the Agreement for a further two years without re-
negotiation even though it was clearly not succeeding in moderating price
movements. Technical modifications which would have made it more
effective were not made to the Agreement as countries had become
dispirited by the EC's non-membership.

Negotiations for a New Agreement
From being a net importer in 1975, by 1981 the EC was exporting 5.3 million
tonnes of sugar onto the world market. Such lack of restraint not only
depressed world prices but also acted as a disincentive to ISA member
countries to cut back on their own production. They took the view that this
would only encourage further expansion by non-member producers such as
the EC. As a result major sugar producers, such as Cuba, Brazil and
Australia, urged the EC to participate in a new ISA.

The EC did participate in the negotiations for a new ISA and brought with it
a proposal to replace the quota system of the 1977 Agreement with a
system of so-called 'Reference Export Availabilities' (REAs). The REA was to
represent a normal level of exports for each of the top ten exporting
countries.11 The total of REAs, plus a certain amount of exports from small or
medium exporters were limited to between 20 and 21 million tonnes of
sugar. If prices fell below a certain point the big ten exporters would be
obliged to withhold from the market any stocks surplus to their REA.

Although other countries agreed to the idea in principle, they could not
agree on the allocation of REAs, and this problem over market shares
became a major sticking point. The talks finally broke down in June 1984
without any agreement having been reached and with sugar prices at a low
of around 4 US cents a pound.12

The new ISA came into effect in January 1985. However, it did not contain
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any economic provisions to control prices, which means that it is purely an
administrative agreement, to be re-negotiated after one year. It was de-
signed as an interim measure as ISA members realised that until the big four
sugar producers; Brazil, Cuba, the EC and Australia, could reach an
agreement over market shares it would be impossible to implement an ISA
with economic provisions.

Despite regular meetings during 1985 the four failed to come up with an
agreement. In addition to the EC insisting on a larger market share, Australia
is demanding guaranteed minimum export entitlement and Cuba wants its
special agreement trade with the USSR to be fully accepted by Australia.13

At the end of December 1986 the ISA was extended for a further year, as an
administrative agreement.

WITHOUT AN INTERNATIONAL SUGAR AGREEMENT
WORLD PRICES FOR SUGAR DURING 1985 and 1986

use
per
Ib.

The US and EC pay between 18$ and 20C per Ib for sugar imports
It costs about 12$ to produce each I b of sugar In the Philippines

7-
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1985

Source: Spot Prices, South Magazine March 1985-February 1987
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THE CASE FOR AN INTERNATIONAL SWEETENER
AGREEMENT
Even if the EC, Cuba, Australia and Brazil do manage to sort out their
differences and there is an ISA with full economic provisions it is unlikely to
be effective. The problem is that the ISA is outdated.

International Sugar Agreements are designed to control the world prices
of beet and cane sugar. The reality that the beet and cane producers face is
that an increasing share of their market is being taken away from them by
alternative sweeteners. Isoglucose has had the most significant impact in
this respect. Projections are that, by 1990 it will account for one tenth of the
world market for sweeteners.14 This share is likely to become even larger
once it is possible to market it in its dry, or granulated, form.

This change in market conditions will have to be coped with if world prices
for sugar are ever to be stabilised. One way of doing this would be by
incorporating all alternative sweeteners into the International Sugar Agree-
ment and, in effect, transforming it into an International Sweetener Agree-
ment. The Agreement could then provide a general and comprehensive
framework in which to plan the marketing and production of all major forms
of sweeteners.15

The immediate need is for an Agreement that will help be effective in
controlling world market sugar prices. Whilst the ISA is no more than a token
administrative agreement, sugar prices stand little chance of a recovery and
those developing country cane producers that depend on the world market
for a proportion of their sugar exports face considerable economic strain.

102



Chapter 9

Improving conditions
for sugar workers

'The future
prosperity of the
Dominican sugar
industry, and the

pace at which
the conditions of

the workers
employed in that

industry can be
improved, will to
a large extent be
determined by its

ability to sell its
product at

adequate prices
on the world

market'
ILO Commission of Enquiry Into the

Dominican Republic's sugar
Industry, 1983.



Chapter 9

AS THE INTERNATIONAL LABOUR ORGANISATION (ILO) pointed out in
the case of the Dominican Republic, workers' conditions are only likely to be
improved once sugar exporters receive better prices. And yet the sugar
industry has not always been in crisis. There have been many periods in its
history when it has enjoyed considerable prosperity, but the benefits have
rarely been shared with the workers. No amount of adjustment to world
trade, therefore, can guarantee improved conditions for sugar workers.

At the root of the miserable conditions that sugar workers experience in
many parts of the world is the system of production. It is often based on the
plantation system which was first created in the tropical regions by colonial
expansion to provide agricultural commodities, such as sugar.

Plantations were designed to maximise crop production but keep the
costs as low as possible. Typically one crop was grown, and the work was
done by slave labour. The slaves lived on the plantations which were
designed to be self-contained so that the slaves had no life outside them.
Whilst the owners generally accrued considerable wealth, the slaves were
condemned to a life of poverty. After emancipation, slaves were replaced by
paid workers who inherited much the same production system.1

Today much of the world's cane sugar is produced on plantations. In
Jamaica they are known as 'estates' and in the Philippines as 'haciendas'.
Whatever name they are known by, the basic structures are similar and,
irrespective of market conditions for sugar, the workers are generally low
paid, poorly housed and have very little or no land on which to grow food.

Not surpisingly it is sugar workers themselves who have been most vocal
in their demands for improved working and living conditions. Their attempts
to organise to improve conditions have often been brutally repressed.

Between 1981 and 1984 fifty-six sugar worker union organisers and
leaders were assassinated in Brazil. One of these victims was Margarida
Maria Alves. She was shot dead in August 1983 as she stood in the doorway
of her home. As president of the Rural Workers Union of Alagoa Grande she
had been directing a sugar workers' campaign to secure the minimum
wage, an eight hour day, extra pay for overtime, adequate health care and
control of small plots of land for food production.2

Members of the Philippines National Federation of Sugar Workers have
suffered a similar fate. Many have been gaoled, tortured or murdered by the
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police or military forces. During the Marcos era union members were, at
best, labelled 'subversive'. At worst, they were found beheaded in the cane
fields - the fate of Rondolfo Golez, a 28 year old sugar worker from Negros
who died in July 1985. According to ICCSASW his 'crime' had been to grow
food on a tiny piece of land behind his house.3

Rally In Negros to demand land reform and Improved working conditions.

OTHER WAYS OF PRODUCING SUGAR
The main problem with the plantation system is that it denies workers control
over the land or means of production. Yet sugar cane is not only grown on
plantations. There are a number of different ways in which it is produced,
which do allow workers at least some degree of control. The following are
examples of just three of these, illustrated by specific schemes; a coopera-
tive programme in Jamaica, an outgrowers scheme in Kenya and efforts to
bring about land reform in the Philippines.

Cooperatives
In a number of countries sugar is produced by cooperatives, in other words
it is grown and harvested collectively, by the workers, who share the profits,
or losses, of production. The short-lived cooperative programme in Jamaica
illustrates some of the advantages of cooperative production over plantation
production, but also some of the problems.

During the 1970s, in an attempt to improve conditions in the sugar
industry, the governing People's National Party turned the ownership and
management of Jamaica's three government owned sugar estates, Money-
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musk, Bernard Lodge and Frome, (recently acquired from the British
company Tate and Lyle and the US company United Fruits) over to the
workers. The three estates were divided into twenty-six farms - each one
forming a separate administrative unit which was run as a workers'
cooperative.

The scheme lasted six years. Following a change in government in 1981
the cooperatives were dissolved and the new government resumed owner-
ship and management of the estates.

In assessing the success or failure of the Jamaican cooperative scheme
two criteria have to be taken into account. The first concerns their effect on
the workers and the second the impact that they had on the financial health
of the industry.

In terms of their impact on the workers, many of the people who were
involved in the scheme look back on the days of the cooperatives with a
sense of regret and loss. They felt that it was the one period in their lives
when they were allowed a degree of responsibility, dignity and self-esteem.
The education programmes that were organised to equip workers with the
skills necessary to run the cooperatives meant that many of them became
highly numerate and literate. They said that food was more plentiful because
they had the land to grow their own, and for the first time they had some
control over their own working lives.

At Frome Estate, where one of the first cooperatives was established,
there is a small, red brick building which used to serve as the cooperative's
community hall. The workers recall how it had been the centre of coopera-
tive activity, the place where they used to put on shows, hold dances and
have meetings, it now stands empty, having been taken over by the new
management.

The sign-board of one of Jamaica's cooperatives at Frome Estates still stands.
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They also recall the importance to them of a car that they bought with
cooperative funds. It performed many different functions, acting as taxi to
ferry their representatives to Kingston for meetings, ambulance, wedding
car and funeral hearse. For the first time ever they were able to take their
dead to the burial ground in dignity, and not by horse and cart or tractor. The
loss of the car was felt acutely.

In the short period that they existed the cooperatives did little to improve
the income of sugar workers. However, as many of the farms set aside land
for food production, workers claim to have eaten better during the period. As
one sugar worker said, "We may not have been rich but we never went
hungry."4 This land is now back under cane but a special source of
discontent is that they are no longer allowed to graze their animals on fallow
estate lands.

Yet none of the sugar workers romanticise the cooperative days. Many of
them say that the changes which were required of them were tough and that
there were times when they longed to go back to the old plantation system.
As one woman said, "At least you knew who was who and what was what."
But it is with deep regret that many of them look back on the days of the
cooperatives, often blaming themselves for the failure of the scheme.

Whilst the morale of workers improved, the financial health of the industry
suffered under the cooperatives. In the six years that the cooperatives were
in existence, sugar production in Jamaica fell by a third and the volume of
exports was halved.5

However, the cooperatives had inherited an industry which was already in
serious decline. In the previous ten years, production had fallen by 15%.
From accounting for one third of all exports, sugar was by then contributing
only 10%. During each year of operation since 1965 the three estates had
recorded a deficit.6 Quite simply, the companies which preceded the
cooperatives had run down the fields and infrastructure.7

From the outset the cooperatives had severe cash problems. They
needed, but never received, capital to get them off to a healthy start. Instead
they quickly accumulated considerable debts which remained on their
books until they were dissolved in 1981. Their own cash problems were
aggravated by the island's overall economic problems. Deeply in debt, the
government was given little option but to devalue the Jamaican dollar. The
more it did so the more difficult it became to obtain spare parts, fertiliser and
other necessary inputs.

Another problem that beset the cooperatives was that whilst the fields
were turned over to workers' control the factories remained under the old
style of management. This aggravated existing tensions between field and
factory workers - arising from slight differences in social status and Irving
standards. Strikes, slowdowns and breakdowns plagued the industry an'd
cut into harvest returns.

But the cooperatives faced more than financial problems. Such profound
changes were bound to encounter difficulties. At government and admini-
strative level there was considerable conflict about how the cooperatives
should be run. At worker level there was also conflict. As one observer wrote
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at the time, "the workers were used to taking orders, not giving them; they
were constantly denigrating themselves and others like themselves; they felt
little hope in the future, and they were prone to expect paternal-dependency
relationships vis-a-vis those of a higher status and lighter colour."8

These attitudes, produced by years of conditioning, could not be
changed overnight. To succeed, the cooperatives needed a great deal
more time and money than they ever received.

Outgrowers Schemes
Only about half Jamaica's sugar is grown on plantation-style estates. The
rest is supplied to the island's sugar factories by outgrowers. There are
outgrowers schemes in many different cane producing countries. In some,
such as Jamaica, they supplement the sugar grown on plantations. In
others, such as Fiji, all the cane is supplied by outgrowers.

Outgrowers are farmers who grow sugar on their land as a way of
generating a cash income. Sugar is likely to be one of a variety of crops
grown. Many outgrowers set aside some of their land for food production,
and may also grow other cash crops. The size of the farm, and thus the
amount of sugar cane grown, varies considerably. The larger farm units
often employ people to cut the cane. On the smaller farms the work is
generally done by the family that owns the land.

The ability to generate a cash income is an important factor in alleviating
rural poverty. The benefit of growing sugar, or any other crop, as a cash
crop will depend on a number of factors; the amount the farmer is paid for
the harvest, the cost of inputs - such as fertiliser - transportation costs and
the availability and terms of loans.

There are numerous examples of outgrowers schemes. One example in
Kenya, cited by the Intermediate Technology Development Group (ITDG), is
the West Kenya Sugar Company (WKSC). Because of its combination of
small-scale factory production and an outgrowers scheme, ITDG feel that it
is a good example of how sugar can make a positive contribution to rural
development.

The company, which is situated in the Western Province of Kenya, is
privately owned by a consortium of African businessmen. Its factory
operates on a much smaller scale than most cane factories. It only produces
about 20 tonnes of sugar products a day, compared to the larger factories
which produce between 300 and 800 tonnes a day. ITDG helped design the
equipment used to process the sugar cane. The technology used is
deliberately designed to be labour, rather than capital, intensive. Western
Province is an area of extensive underemployment, so according to ITDG
the work that the factory generates is welcome.

Cane is supplied to the factory by outgrowers. The Company provides
transport, interest-free credit and advice, whilst the farmers are responsible
for ploughing, planting and weeding their own plots of land. This allows
them a considerable degree of control over their land and as a result most of
them also grow food crops. The company pays them the fixed government
rate for the sugar that they sell to the factory.
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ITDG feel that the scheme has been successful in that it has generated
rural employment and improved the cash income of local farmers without
adversely affecting local food production. They would like to see more
schemes of this type set up in Kenya.

Land Reform
Outgrowers schemes are only possible if people own, or have access, to
land. In the Philippines much of the land is owned or controlled by wealthy
individuals or multinational corporations. Rural poverty is extensive because
the vast majority of people do not have access to the land or lack the means
to make it productive. Because of these inequalities there have been
widespread demands for land reform.10 For the sugar producing island of
Negros this would involve dismantling the hacienda system by taking land
away from the control and ownership of a few wealthy landowners, and
redistributing it among the workers.

Land reform is regarded as essential by the National Federation of Sugar
Workers (NFSW), the main sugar workers' union in the Philippines, if rural
poverty is to be alleviated. They argue that as the current crisis in the
industry has exacerbated existing suffering among sugar workers, the
priority must be a fundamental restructuring of land-ownership. Under the
present system, even if the terms of trade were to become more favourable,
the workers would be unlikely to benefit.

The Union's Cooperative Farm Lots Programme, which is supported by a
number of development agencies, including Oxfam, is an attempt to

Sugar workers discuss the Farm Lots programme.
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diversify some of the land in Negros away from sugar into food production. It
has involved organising workers to negotiate with the owners of the
haciendas where they work, to secure an area of land for cooperative food
growing. As sugar workers are not farmers they generally need training in
subsistence farming. The scheme aims to provide the necessary training -
in both food production and cooperative management - as well as providing
revolving loans for inputs, such as seeds, fertilisers, tools and work animals.

The scheme has proved successful. By May 1986 some of the coopera-
tives were already harvesting food crops, and where this had happened
conditions were improving. However, the main concern of the union was
that, until land reform becomes government policy, the success of the
scheme depends largely on the cooperation of the land owners. While world
market prices were low, some were only too willing to loan a portion of land
to their workers. The fear was that if prices rose there would be the danger
that the landowners would exercise their power and convert the land back to
sugar production.

As all three cases show, conditions for sugar workers cannot improve
without the commitment of Third World governments to making structural
changes in order to alleviate the more general problem of rural poverty. This
may involve land reform, providing technical back-up, credit facilities or the
necessary marketing channels so that farmers are able to sell their produce
and thereby generate an income.

WAYS IN WHICH DEVELOPED COUNTRIES COULD
SUPPORT EFFORTS TO IMPROVE CONDITIONS FOR
SUGAR WORKERS

Although the onus of reform must lie with the governments of Third World
producer countries there are a number of ways in which developed
countries could support improvements in conditions for sugar workers.

Aid
In 1984 nearly £24 million of British aid money (more than half the total
amount allocated to agricultural programmes) was used to finance Third
World sugar projects. The amount was, admittedly, unusualty high. In the
following year, for example, only £500,000 was allocated in this way.
However, the bulk of this expenditure, £14.3 million, went into financing the
setting up of a huge sugar complex in Sri Lanka.11 The complex is designed
to help Sri Lanka become self-sufficient in sugar and save precious foreign
exchange on imports. But the scheme also displaced a large number of
peasant farmers from their lands and generated considerable
controversy.12

Very often, as in the case of the Sri Lankan sugar project, aid is directed at
promoting the economic growth of a country so that, in theory, the country
as a whole benefits. However, in Oxfam's experience the benefits of this
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type of aid rarely reach the poor.13 The Sri Lankan farmers, dispossessed of
their lands, will now have to work on the sugar estates in order to earn a
living. Once the project is established it may well be that they will face
similar problems to sugar workers in the Jamaican estates or Brazilian
plantations.

If aid is genuinely to benefit the Third World rural poor, and alleviate
poverty among sugar workers, it should be directed towards promoting land
reform, increasing and diversifying rural credit schemes - so that small-
scale farmers can afford to buy seeds, irrigation systems, fertilisers etc. -
and improving extension services so that poor farmers have access to
improved methods of cultivation.14

Finance
A number of references have already been made to how the collapse in
world sugar prices has exacerbated the problems that many Third World
sugar exporters face with paying off their debts to Western bankers. The
debt crisis has had a major influence on Third World government policies.
Their pressing need for foreign exchange has often led to their taking
measures, such as reducing government expenditure, ending subsidies on
food and other basic products, and increasing the production of export,
rather than food, crops. Inevitably the people who suffer most from such
policies are the poor.

In Oxfam's experience, many of these structural adjustment measures
work directly against the much more pressing need, to alleviate Third World
poverty.15 One reason why Jamaica's sugar cooperatives were dissolved
was the island's urgent need to generate foreign exchange. Under pressure
from the International Monetary Fund the government decided that its need
for income from the industry would be best served by the old-style plantation
system. The cooperatives were never given a chance to succeed and a
scheme that could have substantially improved the quality of life for the
sugar workers, was abolished.

The debt crisis has hindered rural development in many countries. There
is an urgent need for Western governments to remove the burden of debt
repayments by taking measures such as writing off a proportion of a
country's debt, or reducing interest rates. It is also necessary to ensure that
IMF austerity measures do not force the removal of food subsidies or lead to
cuts in basic services, particularly health and education, which directly
benefit poor people. Third World governments must be given the 'economic
space' to prioritise social as well as economic developmment.

Trade
Much has already been said about the negative impact Northern agricultural
policies have had on Third World cane exporters and how unfair terms of
trade have accentuated poverty. Measures such as a reduction in EC beet
surpluses and the resurrection of an International Sugar Agreement with
some power to stabilise world prices are vital. But trading agreements could
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also be used to support efforts to improve conditions for sugar workers.
In recognition of the extensive poverty that exists among sugar workers,

recent International Sugar Agreements have contained a clause to the effect
that all members of the Agreement must ensure a decent standard of living
for sugar workers.16 The Agreement is signed by more than 50 countries,
many of which are Third World cane exporters.

However, the ISA, even before 1984 when it became an administrative
agreement without economic provisions, has had very limited success in its
principal objective of controlling world market prices. Whilst it is unable to
be effective in this respect, it is powerless to have any influence over its
members regarding workers' conditions.

It could be argued that the ISA has, nonetheless, set a precedent for the
inclusion of fair labour standard clauses in sugar trade agreements.
However, if they are to be effective it must be possible to monitor labour
standards, and impose sanctions against member countries which abuse
workers' rights.

A major difficulty lies in defining the standards that are to be applied.
Whilst the goal must be a significant improvement in working conditions,
some standards would have to be considered absolute - the same for every
country - and others relative, to take into account the relative economic
strengths and weaknesses of different countries.

Absolute standards should cover, among other things, freedom from
forced labour and the right to organise into trade unions and negotiate for
better conditions with employers. Relative standards would have to apply to
factors such as wages. It would be a nonsense to set internationally applied
minimum or maximum wage levels as the cost of living varies so greatly from
country to country. A decent living wage for a European sugar beet farm
worker, for example, would have to be considerably higher than the same
for a sugar worker in the Philippines. To apply standards in this respect
would require a series of national household surveys indicating to what
degree the basic needs of workers are satisfied in respect of nutrition,
health, housing and social welfare.18

The International Labour Code of the International Labour Organisation
(ILO) already provides a basis for a minimum level of protection for workers.
If all the conventions of the code were to be respected by its 150 member
states, many of which are sugar exporters, workers would be guaranteed full
rights to organise and negotiate; freedom from forced labour and discrim-
ination in recruitment, promotion and working conditions; compensation in
case of redundancy, sickness and occupational injuries; a 40 hour working
week and three weeks of annual leave and some form of minimum wage.
Women workers would be granted maternity leave with pay, child labour
would be effectively prohibited and measures would be taken to protect
workers against poisonous substances and other occupational hazards.

The ILO has its own system of monitoring which led to an enquiry in 1983
into the employment of Haitian workers on the sugar plantations of the
Dominican Republic.19 As a result of the enquiry a number of recommenda-
tions were made that could substantially improve the conditions of the
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workers. If this system were to be more extensively or specifically applied,
for example as a condition of trade agreements, the opportunity would exist
to ensure workers a better deal.

On the assumption that fair labour standard clauses could help to improve
conditions for sugar workers there is a strong argument for their inclusion in
all sugar trade agreements. However, there are also dangers in this
approach, the most serious of which is the scope that it gives the importing
countries for protectionism. If a fair labour standard clause was to be
inserted into the Sugar Protocol of the Lome Convention, for example, there
is a very real danger that it would give the EC's powerful beet lobby an
opportunity to argue for a reduction in the EC's cane sugar imports.

Given the size of the European beet surpluses, it is easy to imagine that
the inclusion of such a clause might be supported as an excuse to cut off
imports from 'bad' countries, whilst not increasing imports from 'good'
countries.20 While conditions are bad for sugar workers in many producer
countries, they would be a great deal worse if Europe stopped importing
their cane sugar.

As a pre-requisite, therefore, to the insertion of a fair labour standards
clause into the Sugar Protocol, the EC must greatly reduce its beet
surpluses and re-affirm its commitment to import the agreed quantity of 1.3
million tonnes of cane sugar. Overall there will have to be a substantial
improvement in terms of trade before fair labour standard clauses in trade
agreements can be used as a progressive, rather than protectionist
measure, to improve workers conditions, and keep the issue of poverty
firmly on the trade agenda.
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SUMMARY AND
RECOMMENDATIONS
Falling commodity prices and shrinking markets have hit Third World
producers hard. In no case is this truer than in the sugar industry upon
which about 12 million workers and their families depend for a livelihood.

Sugar faces a special set of problems. In recent years cane producers
have found themselves in direct competition with European beet and North
American corn syrup. Due to the high prices paid to farmers under the
Common Agricultural Policy, the European Community now produces vast
surpluses of beet sugar. These are dumped on the world market and have
contributed to a dramatic fall in world sugar prices. In the USA an expansion
in the production of isoglucose has meant that the US has reduced its cane
imports to a fraction of their former level.

Many Third World governments are under considerable pressure to
generate foreign exchange through export-led growth because of the debt
crisis and the high interest rates charged on borrowing. This has led to
increased competition from other producers and compounded the problem
of contracting markets and low world prices. Many cane exporting countries
are unable to meet even their production costs. They are encouraged to
adopt austerity measures, including removal of food subsidies and reduc-
tions in basic services. Oxfam's concern is that it is the poor who are
invariably hardest hit by these measures.

The problems faced by sugar workers are in many ways inseparable from
those of the rural poor as a whole. They include landlessness, low wages,
poor working conditions and lack of basic amenities or services such as
clean water, health care and education. But sugar workers suffer additional
hardships arising out of the seasonal nature of production which means that
many have work, and income, for only part of the year. The present crisis in
the industry has meant that in many countries there are even fewer
employment opportunities and as a result poverty is increasing.

There are no simple solutions. In order to alleviate rural poverty the
political will of Third World governments is crucial. However, there is much
that 'Rich World' governments could do to assist. They can modify Northern
agricultural policies and make other changes to improve terms of trade.
They can also ease the burden of the debt crisis on Third World nations, and
direct aid in ways that will encourage and support structural changes to
benefit the poor.

PRIORITIES FOR THIRD WORLD GOVERNMENTS
1. Diversify control over sugar production to promote rural

development through a redistribution of resources.
i. Implement land reform programmes.
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ii. Replace the plantation system with more equitable forms of production
such as cooperatives or outgrowers schemes.

iii. Ensure that producers receive stable prices for their sugar and have
access to credit so that they are able to borrow what they need for
production.

iv. Ensure that producers have access to basic amenities, health services
and education programmes.

w. Encourage and support trade unions and collective bargaining.

2. Diversify land use to protect against adverse market conditions and
improve food self-sufficiency.

i. Where the food needs of the poor are not being met the production of
food crops should always take priority over sugar.

ii. Where the production of food crops does not have to be a priority, land
use should be diversified to alternative export crops to ensure a
balance of production and avoid over-dependence on any one crop.

3. Diversify markets to lessen dependence on traditional markets.
i. Seek opportunities for South-South trade through selling or bartering

sugar for other goods or commodities.
ii. Develop refining capacities to increase market opportunities.

4. Diversify crop use.
i. Explore alternative uses for sugar supplies to maintain or increase rural

employment opportunities and, in the case of ethanol, to reduce
reliance on imported oil.

HOW RICH WORLD GOVERNMENTS CAN HELP
Trade
Goal: to improve the terms of trade for Third World cane producers through
market access and price stabilisation and provide an incentive to improve
workers' conditions:

i. The EC should reduce its beet surpluses.
The EC should amend its quota system to help reduce current sur-
pluses which are depressing world prices. This can be done by
reducing the amount of sugar that receives Community support prices.

ii. Protect existing markets for cane.
The EC should ensure continued access of cane sugar to the Com-
munity under the Lome Convention by setting 'A' quota sugar at the
level of Community consumption minus the 1.3 million tonnes of cane
sugar imports.

iii. An International Sugar Agreement to stabilise world
prices.
Major producers (particularly the EC, Australia, Cuba and Brazil) should
reach an agreement on market shares so that progress can be made in
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agreeing a new ISA to stabilise world prices.

iv. Regulate production of isoglucose and other alternative
and artificial sweeteners.
Discussions should begin, aimed at incorporating all alternative and
artificial sweeteners into a new ISA that will provide a comprehensive
framework in which to plan the production and marketing of all forms of
sweeteners.

v. Incorporate fair labour standards clauses into trade agree-
ments to provide an incentive for Third World governments to improve
workers' conditions.

Debt
Goal: to ease the burden of debt repayments to give Third World govern-
ments the 'economic space' to implement the above reforms and prioritise
social development rather than having to pursue export-led growth stra-
tegies or enforce crippling austerity measures:

i. Reduce the burden of debt and high interest rates by
lowering interest rates,

ii. Partially write off government to government debts of
some of the poorest countries,

iii. Reschedule debts to allow longer periods for repayments
of loans,

iv. Ease the IMF's handling of the debt crisis so that any economic
adjustment that may be necessary does not force cuts in basic
services, or other measures which adversely affect the poor.

Aid
Goal: To ensure that Third World cane producers are fully compensated for
loss of 'Rich World' markets, and direct aid to poverty focussed
programmes:

i. Compensate cane producers for loss of markets.
Rich world governments and manufacturers should accept responsi-
bility for the human consequences of changes in marketing and trading
policy by paying financial compensation to assist structural changes
such as land reform and diversification programmes.

ii. Redirect aid to support Third World governments in their
efforts to redistribute resources and adjust to shrinking
markets.
Aid should be used to help governments who are promoting land
reform, and support rural transformation such as the provision of basic
services, credit facilities and technical assistance to small farmers. It
should help cane producers adjust to shrinking markets by supporting
diversification programmes, establishing refining capacity or
developing alternative uses for sugar.
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