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Allison Scheetz: Welcome to the Applied Economic Perspectives and Policy podcast, a 

production of Oxford Journals and the Agricultural and Applied Economics Association. 

Today’s podcast features a discussion between Spiro Stefanou and John Beghin about a 

recent Featured Article published in AEPP. If you are interested in reading the article or 

learning more about AEPP visit aepp dot oxford journals dot org.   

Spiro Stefanou:  

Welcome to the Applied Economics Perspectives and Policy Podcast Series. I am Spiro 

Stefanou, Managing Editor of the journal and Professor and Chair of Food and Resource 

Economics at the University of Florida. Today we focus on the recent featured article 

“The Impact of the U.S. Sugar Program Redux” writing by John Beghin, the Martin Cole 

Professorship in International Agricultural Economics in the Department of Economics at 

Iowa State University and Amani Elobeid, senior scientist at the Center for Agricultural 

and Rural Development at Iowa State University. John is joining us today. John, welcome 

to our podcast.   

John Beghin: Thank you for having me.  

Spiro Stefanou: So this is a very interesting piece, revisiting how the U.S. Agricultural 

Policy deals with the sugar programs and a commodity whose U.S. price has historically 

been two - three times the world price. This protectionist policy of U.S. sugar has come at 

a significant cost to consumers over time, even leading to the emergence some years 

ago to high fructose corn syrup as a lower cost sweetener used in many manufactured 

products. John, in the interest of full disclosure, can you tell us if any organization 

supported your research investigations and if they have any control over the reporting of 

your results?  

John Beghin: Yes, this paper was commissioned by the Sweetener User Association, 

which is an industry group representing food processors using sweeteners and, of 

course, they didn’t have any impact or dictating the results of the study. So we are 

independent researchers that were hired to analyze the sugar program, but none of the 

implications or results were dictated by that association.  

Spiro Stefanou: John, can you outline for us the perceived motivation for policy keeping 

significant quantities of imported sugar out of the domestic market? 
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John Beghin: Okay, so the sugar program is a very old policy that actually started in 

long time again in the 18th century and, of course, there’s been a change over time, but 

the nature of the program has remained the same, so it keeps a cheap, foreign sugar out 

of the country to make sure that domestic market prices way above world price levels and 

this is achieved by using a so-called TRQ or tariff with quotas system, which is a system 

of restrictive import policies that keep import outs and there is a little twist on this policy 

which is that NAFTA has undermined the old policy by letting sugar from Mexico come 

into the U.S. even though the Mexican sugar producers are not particularly very efficient 

by world standards, they are able to export sugar into the U.S. market. It has been given 

rise to a repeated dispute between Mexico and the U.S. But else, beyond NAFTA, very 

little sugar makes its way from foreign countries to the U.S.  

Spiro Stefanou: So in your article, you mentioned higher world prices have emerged. 

What’s led to these higher world prices for sugar? 

John Beghin: Well, for several years world sugar prices were high because world sugar 

markets are thin markets, meaning that not too many suppliers are providing supplies to 

that market. And so when countries like Brazil or India have a shortfall in production their 

exports decrease dramatically and the world sugar price increased quite, quite rapidly. 

Actually, since we finished the paper sugar prices actually have gone back down since 

Brazil and India have had better harvests in the last two years. And so sugar prices now, 

for all sugar prices, are below twenty cents a pound. So those prices tend to be volatile. 

Spiro Stefanou: The European Union is another major sugar subsidizing player on the 

world markets what role have they played?  

John Beghin: Well, actually that was the main story up to ten years ago and then 

several critical junctures took place in Europe. So the Europe used to subsidize its export 

of sugar and export about five million metric ton of sugar every year and several 

countries took Europe to the WTO because they were exceeding their allowance on 

export subsidies. And so the EU had to change its policy. At the same time they also 

allowed sugar coming from least developed countries under their everything but arms 

agreements and so this combination of the WTO case and the cheap imports coming 

from least developed countries forced the EU, in a sense, to reform its policies. So they 

had a buyout to remove the least efficient processing plants and the production rights 

were moved to the most effective and efficient countries like France and Germany. And 

actually the EU now is a net importer of about five million metric ton of sugar and that’s 

one of the reasons actually why world sugar levels are much higher than in the 90s. It’s 

because the EU is importing a large volume and not exporting a large volume.  



Ref#: AAEAUF-06 AAEA / Uploaded Files-AEPP Podcast page 3 of 5 

 Spiro Stefanou, John Beghin / 84446501.mp3 

AAEA 3/12/15 Page 3 of 5 
RF# AAEAUF-06 www.ProductionTranscripts.com 888-349-3022 

Spiro Stefanou: Now many economic analysts before you have tackled the U.S. sugar 

program, its cost to consumer and explored its dismantling.  How’s your approach to this 

vexing policy issue different? 

John Beghin: Well, we had done a series of analysis for the Farm Bureau and also for 

the General Accounting-- Accountability Office, the U.S. GAO, and so the commission 

was done to an extent that the analysis we had done for the GAO and to take into 

account labor market effects and look at the so-called sugar containing products which 

are those imports of intermediate goods coming from Mexico and Canada, which contain 

a lot of sweetened inputs and are put into U.S. food processing to substitute from the 

expensive domestic sugar. And so we use those two new dimensions and not been done 

before and so the looking at the labor market effects that was a novelty and also trying to 

take into account the fact that you had the trade in those intermediate products that were 

intensive in sugar.  

Spiro Stefanou: Well, can you give us the scorecard of results? Who wins, who loses, 

by how much?  

John Beghin: Yes. The winners are consumers and so it’s the typical case of, you know, 

very narrow protection interests and the few winners. And so each consumer on average 

gains about ten dollars per person per year, which is not a lot, but-- not enough to call 

your senator, of course-- but you multiply that by three hundred and some million people, 

that gives about three billion dollars of consumer gains, which is, again-- so lots of people 

times ten dollars. And so that gives you a large figure of three billion dollars. Food 

processors also, because they can source cheaper sugar, now gain about seven hundred 

million dollars; those are in 2007 dollars. There are significant labor effects, although they 

were not as high as what had been done, estimated by the Sweetener User Association 

had done some back-of-the-envelop estimates that were up to a hundred thousand jobs 

and we couldn’t definitely validate those back-of-the envelop estimates. So we find labor 

effects of the order of seventeen to twenty thousand jobs per year and then those are 

kind of the big effects. World producers also gain. So your sugar prices increase slightly, 

but it is very little. It’s about a cent per pound, so that’s not anything dramatic. In terms of 

the losers, of course, the big losers are the processors of beet and cane. Beet processors 

see their margins decrease by fifty to sixty percent. Beet producers also see a decrease 

in their net returns by over twenty-two percent, especially in the early years. In the 

analysis we have-- we used a baseline from FAPRI in which world prices increased 

towards 2020 and so as those world prices increase, of course, all those losses to U.S. 

sugar-- the U.S. sugar industry tends to be smaller than before. The cane processors 

also see a decrease in their margin of about forty-five to fifty percent. Cane growers see 

a decrease in their revenue of about fifteen percent, but then see their net return being 

virtually wiped out in early years. And then much less dramatic towards the end of the 
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period we analyzed, towards 2020, they see their net returns decrease by about ten 

percent. And then the cane refiners-- so as you know, cane moves from raw cane to raw 

sugar and then into refining sugar. And so the refiner margins also decrease by forty-five 

to forty-eight percent. So the impact on the sugar industry definitely is quite dramatic. We 

see also a big change in imports, of course, so we see nearly a doubling of refined sugar 

imports, a little bit less towards the end of the period analyzed because world sugar 

prices increase. And then the raw sugar imports also increase by fifty to sixty percent.  

Spiro Stefanou: So what is the best way to affect a change or even removal of the U.S. 

sugar program that’s managed to maintain such a persistent place here in our agricultural 

policy? 

John Beghin: It’s a very hard question, because you know the sugar lobby has been 

extremely effective. NAFTA is really the only case, for instance, where the sugar lobby 

hasn’t been successful at blocking or exempting sugar. For instance, in the Australia and 

U.S. trade agreement U.S. sugar gets an exemption. So it’s a very effective lobby and so 

the prospects by seeing the sugar program going, I think, are limited. What could be done 

is thinking of a buyout. So the tobacco program and the peanuts program in the U.S. 

were successfully eliminated through a buyout program and so the producers of those 

commodities were generously compensated for losing their rights, their growing rights. 

And so one could think of a program like that for sugar as well. So since you have, say, 

three to four billion dollars of gains to consumers and processors, one could think that 

enough resources could be identified to compensate sugar producers. But I’m not 

convinced that they would consider such a proposition.  

Spiro Stefanou: Basically, that would be to tax, the winners. 

John Beghin: Yeah, you know, as we know as economists, typically when you have 

gained the gains-- when you have trade liberalization, the gains to the winners exceed 

the losses to the losers and so typically you have enough resources to the winners that 

you can carve some of those gains and give them to the losers to compensate them and 

buy them out to some extent. There’re also in places like Florida, where you’re more 

familiar than me, but there are also some environmental benefits. You could see some 

benefits of buying out some of the processing capacity in Florida and that’s a very 

controversial topic, but so you would have also some environmental benefits, say, to do 

that. And so, you know, there is some valuation, a dollar value to those environmental 

benefits, that could be also considered as part of the resource that could be used partly 

to buyout the sugar program.  
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Spiro Stefanou: Okay. John, many thanks for taking time to share your insights on this 

contemporary policy issue that impacts all the sugar lovers among us.  

John Beghin: Well, thanks a lot for having me. 

Allison Scheetz: The article discussed today “The Impact of the U.S. Sugar Program 

Redux” was written by John Beghin, the Martin Cole Professorship in International 

Agricultural Economics in the Department of Economics at Iowa State University and 

Amani Elobeid, senior scientist at the Center for Agricultural and Rural Development at 

Iowa State University. It can be found in Volume 37 Issue 1 of AEPP. If you have any 

feedback or follow-up questions, please send an email to podcasts at oxford journals dot 

org. 

If you are interested in learning more about AEPP or signing up for free AEPP content 

alerts, visit aepp dot oxford journals dot org.  For more information about the Agricultural 

& Applied Economics Association, visit aaea dot org.  

The music featured in today’s episode is the song “Forward” by Northbound. You can find 

it online at free music archive dot org. Thanks for listening. 

 


