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Foreword

hen Woodhead Publishing invited the International Sugar
WOrganization (ISO) to act as a co-publisher for a book on

the international sugar trade, there was not the slightest
hesitation to accept. To the contrary, for the ISO as the unique
governmental body dedicated to improving conditions on the world
sugar market through debate, analysis, special studies and transparent
statistics the proposal was very much welcomed because it fitted
extremely well into our general philosophy to contribute to better
market transparency and to offer more and better services, primarily
to our member countries, but also to all other parties involved in sugar
matters, such as growers, millers, refiners, traders, consumers and the
media.

Since the late 1940s the ISO has been at the forefront of sugar
statistics and analysis. In particular The Worid Sugar Economy -
Structure and Policies (1963) remains a standard work today, much
consulted by researchers and analysts. It was therefore particularly
appropriate that the ISO should be associated with this book, which
perfectly fits the current philosophy of the Organization.

The book in hand fills a gap because it deals in a condensed and
comprehensive way with the challenges and key features of the world
sugar economy. This book on the international sugar trade together
with the annual ISO Sugar Year Book, the newly published book on
ISO World Sugar Statistics 1955-94, our regular publications and
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studies and our international workshops, seminars and forums,

hopefully help to explain the complexity of the world sugar situation
and contribute to a better understanding.

Dr Peter Baron
Executive Director
International Sugar Organization
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convinced of this before reaching the end. In its historical,

political, sociological, economic and geographical aspects sugar
has built up a track record of associations which mark it out as
different from other soft commodities.

Although the title of this book is The International Sugar Trade, it
is impossible to describe and analyse sugar trade without first
discussing sugar’s history, its production processes and consumption
patterns - trade is the residual. The book is therefore designed to be a
comprehensive account of sugar, the commodity. As such it fills a gap,
not only in the publisher’s series, but also for a detailed book covering
all aspects of the world sugar industry. Remarkably, for such a
fascinating subject, the last comparable book was Timoshenko and
Swerling The World’s Sugar — Progress and Policy published back in
1957 (and stil], surprisingly, in print). We have therefore tried, where
possible, to carry the main body of the analysis and statistics back to
the early 1950s to provide some continuity with Timoshenko and
Swerling. A secondary, but important objective was to provide, where
possible, long series which fellow analysts might find useful in their
work.

While trying to avoid overlapping, each chapter is constructed to
be a self-contained essay on the subject matter, so the book can serve
equally as a reference on specific topics as well as an overview of the

s ugar is unique. We hope that anyone reading this book will be
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world sugar economy. The book is thus aimed at a wide audience,
from specialists looking for more background, to traders coming to
sugar for the first time, and finaily students, non-specialists and laymen
in search of an introduction to the fascinating world of sugar. It covers
the diversity of production and consumption, the properties and
popularity of sugar and also refers to the health issues and alternative
sweeteners. The book is co-published with the International Sugar
Organijzation, whose statistics are used, with few exceptions,
throughout.

Part I covers the origin, background and production of sugar, and
places sugar in its political and sociological context. Part II starts with
a review of sugar policies - sugar is the type of commodity around
which complex production policies have grown - and goes on to deal
with major producers and consumers and substitute products. Part 111
focuses on the trade itself, including a structural analysis of the world
sugar trade, trends in prices and trading techniques. Part IV deals with
future trends, and the appendices cover important issues such as
sugar and health, sugar and the environment, the Brazilian fuel alcohol
programme and international sugar agreements.

The authors would like to acknowledge with gratitude the
contribution of Mireille Neri, of the ISO Secretariat, who prepared
the charts and the larger tables, and Victoria Greatorex, also of the ISO
Secretariat, who prepared the manuscript.

A C Hannah
Donald Spence
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CHAPTER

A brief history

Production

today took a long time. It is now widely assumed that the natural

home of sugar cane is the Polynesian islands of the South Pacific
where it is believed to have existed as long ago as 2000 BC. It was well
known in India a thousand years later and in Persia around 500 BC.
One of Alexander the Great's generals came across it in Persia and
called it ‘the reed which makes honey without bees’. From around 100
BC it was introduced into China and other Far Eastern countries and
by AD 100 the art of sugar making was well advanced throughout
those areas.

Hitherto, the only source of sweetness was from honey; bees are
often found amongst the hieroglyphics that surround Egyptian tombs,
signifying that the person, when alive, kept them.

Later, the armies of the prophet Mohammed also found sugar in
Persia whilst waging a holy war designed to convert the whole world
to Islam in about AD 630. It was quickly introduced to all the
surrounding countries within the prophet’s sphere of influence and
spread to the north coast of Africa, eventually reaching the western
end of the Mediterranean.

At this time it was known as the Persian reed and the production
of sugar from it was very primitive. It involved a blindfold and
tethered mule or ox walking in a circle, driving a vertical grinding mill
to crush the cane. The juice was then evaporated, by boiling, to leave a
mixture of crystals and syrup. It did not keep very long and could not
be stored. This method is still used in parts of India and elsewhere.

The evolution of sugar into the nutritious and plentiful plant of
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Almost five hundred years later, in 1100, the first samples of the
Persian reed reached Britain, brought back by the returning
Crusaders. However, it was not until the early fourteenth century
that it started arriving in sufficient quantities to be widely available.
The first regular trade in sugar to Britain began in 1319 when some
Venetian traders started regular shipments. Shipments were erratic
and it was also very expensive and therefore out of the reach of all but
the richest. One of the earliest mentions of sugar in Britain was in
1226, when the Mayor of Winchester held a banquet for King Henry
III. The Mayor was charged to provide ‘three pounds of Alexandrian
sugar, if so much is to be found’.!

By about 1500, sugar cane had become widely known, extensively
cultivated and actively traded south of the 35th parallel. Often grown
as a garden plant, it was also used as a medicine. The Dutch East India
Company began shipments from Java and nearby countries to Europe
from about 1615.

Sugar cane was first introduced to the New World by Christopher
Columbus who took some Canary Islands plants on his second voyage
in 1493. It quickly flourished all over the Caribbean, which was
known as the Spanish Main at that time. After Britain’s acquisition of
the Caribbean in the middle of the seventeenth century, the industry
continued to grow and sugar soon became an important export to
Britain. There was a large demand for it since, up to then, the quality
of the sugar in Britain was very bad; most of it came from Morocco and
it was frequently unusable. This severely restricted consumption
growth and led to widespread complaints to the government.
Approximate growth of cane production in the Caribbean area and
Brazil is shown in Table 1.1.

By 1700, things had greatly improved; both Britain and France
were actively encouraging the planting of new stronger variations and
strains of cane from both the Mediterranean and the Far East.

The cultivation of sugar cane is labour-intensive and the
experiment of shipping British agricultural labourers to the Caribbean
to work in the fields was not a success. The climate proved too much
for them. Spanish and Portuguese workers absconded and set up
shops and so the only answer to the labour shortage was indented
labour from West Africa. These slaves were shipped in their thousands
to the West Indies in the most appalling conditions, although, to be
fair, the sailors at that time were only marginally better off.

A flourishing three-way trade developed with textiles, toys, etc,

1 Hugill A, Sugar and Al That — A History of Tate and Lyle, Century, London, 1978.
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Table 1.1 Approximate growth of cane production in the Caribbean area and
Brazil, tonnes

1750 1770 1790
Cuba NK NK 17 000
Jamaica 25 000 40 000 61 000
St Dominique (Haiti) 30 000 60 000 80 000
Leeward Islands 20 000 20 000 20 000
Windward Islands NK 21 000 30 000
Brazil 20 000 20 000 21 000
Suriname 8 000 6 000 9 500
British Guiana NK 3 500 NK

Note: Totals are approximate and have been rounded. NK = not known. Sources: Noel
Deerr, 1SO.

being shipped to West Africa and bartered for slaves and gold dust and
taken to the West Indies, from where sugar and rum was shipped to
Europe. The success of this trade essentially altered the pattern of
production around the Mediterranean. Apart from Egypt and parts of
Spain, it had disappeared completely by the end of the eighteenth
century.

Between 1690 and 1790, some 12 million tonnes of sugar cane
were shipped to Europe from the Western hemisphere but by the end
of the eighteenth century the Napoleonic wars again altered the
situation considerably. The superiority of the Royal Navy successfully
blockaded all European ports, effectively preventing any goods from
reaching them. By now, the consumption of sugar was widespread
and the cost had fallen to such an extent that it was within the grasp of
virtually everyone. The wars, however, quickly reversed that trend and
the shortages prompted a public outcry. Cane sugar production in
1800 is shown in Table 1.2.

Shortages led to the arrival of sugarbeet. About 50 years earlier in
1748, a German scientist, Andreas Sigismund Marggraf became the
first person to discover the presence of sugar in the red and white
beet plants. Not being a businessman, Marggraf failed to recognize the
commercial implications of his discovery and it was left to Franz Carl
Achard to follow it up. By 1799 Achard’s experiments had advanced
sufficiently to persuade King Frederick William III to build, at his own
expense, a beet factory in Silesia, which opened in 1801. Europe’s first
commercial sugarbeet factory had been built two years earlier in
Bohemia in Austria-Hungary.

But this, too, failed for lack of business acumen. However, by this
time, several others had started up and were actively engaged in
production. It had also spread to other countries, notably France,
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Table 1.2 Cane sugar production in 1800, tonnes

India 12 000 Leeward Islands 17 000
China NK Windward Islands 24 000
Java 6 000 Mexico 16 000
Mauritius 3 000 Brazil 21 000
Cuba 29 000 Peru 7 500
Jamaica 71 000 Suriname 7 500

where, by 1811, thanks to official action and encouragement, a
thriving industry had been established. Napoleon decreed that French
farmers grow sugarbeet and by 1813 there were over 300 factories in
operation, providing some 7.7 million Ib of sugar. However, the Treaty
of Paris in 1814 reopened French ports to colonial sugar, causing the
temporary collapse of the industry throughout most of Europe.
Nevertheless, it revived from about 1830 and by 1850 there were
thriving industries in France, Germany, Russia and Austria-Hungary,
see Table 1.3.

Table 1.3 Beet sugar production 1840-80, 000 tonnes

1840 1850 1860 1870 1880
Austria-Hungary 4 17 77 213 533
France 30 76 101 282 331
Germany 14 53 127 263 594
Russia NK 13 26 125 304

Note: NK = not known. Sources: Noel Deerr, ISO.,

In Britain, however, attitudes were somewhat different. Powerful
vested interests both at home and abroad were extremely hostile to
any advancement in beet technology as they saw it as a threat to the
extremely lucrative livelihood they were enjoying. Despite this
hostility, two Quakers opened a beet factory in Essex in 1830 and a
second one started up six years later.

Being fervent anti-slavers and taking advantage of the growing
anti-slavery movement, these pioneers labelled their product: ‘Home-
grown sugar - not made by slaves’. However, they could not compete
with colonial suppliers and both ventures soon ended in failure. Apart
from one brief attempt in 1870, no further developments occurred
until 1912 when beet cultivation was perceived to be a sensible
precaution in the light of a deteriorating European situation. Britain’s
first commercial beet factory opened in Norfolk in that year. In 1914,
Britain depended upon continental suppliers for three-quarters of
total sugar consumption.
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Sugar production was one of the oldest industries of the old
Russian Empire, emerging at the beginning of the nineteenth century.
By the time of Napoleon’s invasion in 1812, there were four beet
plants in the country. By the middle of the century, the main centre of
activity shifted to the Ukraine where over three-quarters of the beet
crop was then grown. This continued until the revolution. A smaller
centre developed in the black-soil region further north.

Yields were lower than in the rest of Europe and fluctuated
widely despite the fact that extraction rates were similar. Yields
increased 25% in the period immediately preceding World War I. The
agrarian revolution of 1917-20 completely devastated the industry,
destroying the large estates on which it was based.

Before World War 1, production exceeded two million tonnes but
by 1921-22 it had fallen to a mere 57 000 tonnes and did not recover
to pre-war levels until the 1930s. In the 1920s and 1930s the industry
expanded to the eastern region of the USSR, as far as the climate
allowed. Sugarbeet cultivation under irrigation was also introduced in
the warm but dry regions of Central Asia and Transcaucasia. During
this time, Ukraine’s share of the market fell from its peak of 84% in
1921 to less than 70% by 1935.

At the end of the eighteenth century, with Florida, Louisiana and
Texas under Spanish rule, there was no sugar production in the USA.
After a hesitant start in the early 1800s, a disastrous fall in the price of
sugar and a substantial rise in the price of cotton caused farmers to
switch to the latter. However, it soon revived and, by 1853, production
passed the 200 000 tonne mark. At the start of the Civil War,
production had reached 240 000 tonnes, but by the end of it, in
1864, had fallen to only 5000, largely due to the desertion and
impressing into the army of the slaves needed to cultivate the cane.
This was quickly followed by the emancipation of slaves in the
southern states, so recovery was very slow. Output in 1880 was still
less than half the level of 1854.

As was the case in Furope, the US beet industry suffered a slow
start and it did not become permanently established until 1890, when
the Alameda Sugar Company of California was formed.

Throughout the nineteenth century, the development of cane
sugar industries in Africa and Oceania, as well as in the Western
hemisphere, was a continuous process, evolving steadily, adapting to
technical innovations and combating the competition from beet. In
the Western hemisphere, the development of Cuba at this time was
one of rapid economic progress and sugar production grew from
29 000 tonnes in 1800, to over 700 000 tonnes in 1868. Possessing the
first steam engine in a cane sugar factory, 25 mills were steam-driven




