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EU-ACP meeting on sugar (Margins of Council)

Guaranteed remunerative prices and sufficient time to adjust to the EU sugar reform were the main demands of the ACP & LDC representatives this afternoon’s informal meeting with EU Farm Ministers & Commissioners Fischer Boel (Agriculture), Mandelson (Trade) & Michel (Development).

Representing all ACP countries at the 2½-hour meeting, the impressive Mauritian Minister for Agriculture Nandcoomar Bodha described the effect that 37% price cuts over 3 years (as outlined in the July Communication) would have on sugar producing developing countries as “crippling”. 

He reminded the EU of its legal obligations to ACP countries under the Sugar Protocol, and said that ACP countries must be given a reasonable period to adapt to the change. Both he and Sudanese Minister for Industry Galal Yousif El Degeir (representing all LCD countries) said that they were not against reform so long as it was reasonable, and pointed to sugar reforms being carried out within developing countries themselves e.g. Mauritius has introduced a voluntary retirement scheme, is encouraging diversification within the sugar sector, & is drastically reducing the number of sugar factories. 

All 3 Commissioners described the meeting as a “constructive & open” first step in the dialogue the EU had committed to holding with its developing trading partners in the context of the sugar reform. 

Farm Commissioner Mariann Fischer Boel said that she was aware of the social & economic consequences that the upcoming reform would have in ACP countries, and admitted that the debate preceding the reform “will not be a sweet discussion”. However, she reiterated the fact that the EU sugar regime was the only aspect of EU agriculture that had not been changed in 40 years, and that internal necessity & external pressure meant reform could not be avoided. 

The WTO Appellate Body will produce its report on April 28th, the Commissioner stated, after which the Commission will draw up its final proposals taking into account the findings of the WTO, the views of member states and the needs of developing countries. 

Trade Commissioner Peter Mandelson argued that “managed change in reasonable timeframe” could be an advantage for ACP countries as it would “unlock them from the dependency” that they have developed on the EU market and ultimately offer a more prosperous future. He said that prices would still be remunerative for ACP/LDC countries, as the EU price would still be higher than the world market price – just not as high as it is now. 

Both Mandelson & Fischer Boel rejected the idea of renegotiating the Everything But Arms agreement with the LDCs in light of the sugar reform. 

Development Commissioner Louis Michel stressed that the EU “can’t offer a miracle solution” to developing countries, but can lay down a Framework and options for targeted support. He was in favour of budgetary support as it allows 100% absorption of aid, but also pointed out that the EU will have to work within the limits of the Financial Perspectives, which still have to be decided. (One ACP delegation is believed to have estimated the costs of the proposed reforms to ACP countries as €255m a year.) 

Bodha welcomed the Commission’s draft Action Plan for the ACP/LDC countries (no copy available yet) as a good first step in negotiations, and called for another meeting to be held when the legislative proposals are drawn up.

Luxembourg Presidency Work Programme
Agreement on the Rural Development and CAP financing proposals, possible agreement on the Health Claims dossier, and progress on upcoming Commission proposals on rice exports, raw tobacco & potato starch production are the main priorities for the Luxembourg Presidency in the field of agriculture & food safety for the next 6 months, Luxembourg Farm Minister & Council President

Fernand Boden told the Council today. 

On sugar reform, Boden indicated that with the WTO Panel report due out on April 28th, he expected the Commission to publish its proposals in May or June, with the aim of reaching agreement before the WTO Hong Kong Ministerial at the end of the year. 

The Luxembourg Presidency were also expecting proposals from the Commission in the first half of the year on the reform of the Organic Farming sector, the welfare of broilers [see AF107-04], aquatic animal diseases and an Avian Flu strategy, all of which the Presidency would try & push rapidly forward in Council. The expiration of the TSE transitional measures on July 1 will mean that the issue of extending the deadline and making amendments to the regime will also have to be looked at over the next 6 months. Forestry will feature strongly on the Luxembourg work programme, with the

Presidency wishing to finalise discussions on FLEGT [see AF106-04] and prepare the EU position on the efficiency of the International Forest Agreement before the UN Forum on Forests conference in May. 

At international level, WTO negotiations will most likely accelerate in an effort to resolve as many issues as possible before the Hong Kong Ministerial, Boden stated, while the EU will be continuing important negotiations on rice exports (with USA & Thailand), wine will deal with the issue of young farmers.

Key points : EP Committee on Agriculture, 22 June 2005

Commissioner Fischer Boel presented before the Committee on Agriculture the main lines of the Reform of the EU sugar regime.

Fischer-Boel’s presentation

Internal reasons to reform

· CAP has been undergoing radical reform

· end to the current regime in June 2006

External reasons to reform

· result of the WTO panel: EU to cut exports by 4.6 million tonnes. 

· -EBA initiative 

Key elements of the Proposal:

Price cuts by 39% in two steps

· only the 39% price cut can ensure a long-term perspective for European sugar production 

· a 39% cut the price differential with the world market will be reduced. Thirdly the 39% has to do with credibility and predictability. I could have chosen to go for a lower price 

· The 39% will last for 10 years providing predictability and stability 

Restructuring fund

· Cornerstone of this reform proposal 

· will run for four years

It has three main objectives: 

· to provide incentives to encourage less competitive producers to leave the industry

· to provide money to cope with the social and environmental impacts of factory closure

· to provide funds for the most affected regions to develop new business in coherence with the operating EU structural and rural development funds

It will be financed through a charge per tonne of sugar produced by those who continue in the sugar producing business.

Quotas

· Only one single quota is needed, a high degree of simplification is therefore achieved by the proposal by merging all the different quotas in the current regime into one single quota. 

· In order to uphold a certain production level in current “C” sugar producing Member States an additional amount of 1 million tonnes of quota is made available to those Member States to be allocated against one-off payment

Developing countries: adoption of an assistance packages tailored to the particular needs of individual states. 

MEPs questions

It was agreed that time will be left to the MEPs to give their opinion. Some of the comments and questions raised today expressed a strong opposition already to what was proposed. 

Goepel: Need to discuss use of funds? What money available in view of financial perspectives? What if no agreement is reached in November 2005? 

Graefe zu Baringdorf: key question is : are we going on having sugar beet grown in the EU? Sugar reform is extremely expensive and will cost masses. Money is not available. And on what exactly is this money going to be spent on? To stop activities or to promote rural development? This would cost roughly 2.5bn euro and this is not acceptable. There is no review clause but if you want this price cut, it will still be higher compared to market price. So let’s talk about liberalisation: it should not be the goal. Liberalisation is only an instrument. And there are other equally good instruments. Quotas are a good thing to look at. Does not understand why there is need for a lower price and at the same time, sugar will be classified as a sensitive product at WTO. 

Baringdorf added that they are planning to submit an alternative proposal.
Berlato: this fund is a poisoned carrot. We need to evaluate production costs. The letter sent last November by 10 MS needs to be considered further.

Fischer-Boel answers

In answering the questions, Commissioner Fischer Boel stuck to her position: 

· She takes full responsibility to give fair time to producers to reflect on the proposals and to see what they want to do after 2006

· If there is no agreement reached re financial perspectives, the Commission is not completely unable to act. It will work under a 1/12th framework. But an agreement needs to be reached.

· The fund will be paid by the industry (did not mention which one)

· EBA and swaps: the swap system is authorised. LDCs are allowed to export their whole production and to import for their own consumption. No one is going to put this into question. However, there are rules of origin for the sugar exported to the EU. There will be some tools to make sure that illegal imports do not happen. Price cuts make it less interesting to export.

· The proposal by the “unholy alliance” between some stakeholders will not be considered. This proposal (20% price cut and quotas for EBA) is not an option and will not work.

· Urged the EP to finalise discussions by November.

· FB will come back in front of EP in September.

J Daul (Chairman Committee Agriculture) confirmed the 13 July 2005 date for the Public Hearing on sugar. He reiterated the message that a fair equilibrium must be found with ACP and LDCs. Budget/ Financial perspectives should not be put into question. 

Daul said that if the cttee gets the right answers, then he will work. Otherwise, the Committee will take its time. 
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