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Executive Summary

Growers continue to shift from less profitable crops to sugarcane. Colombid' s total planted sugarcane
acreage in 1998/99, andl-timerecord of 192,000 hectares, is reaching its maximum potentia area of about
200,000 hectares. Because of this, Colombia has become interested in expanding cane plantations into
neighboring countries. Inthe early 1990's, agroup of Colombian sugar mills purchased amill in Venezuela
and in 1998 they bought alarge mill in Peru. Sugar consumption in 1998/99 dropped three percent, due
to the severe economic crigs that Colombiais suffering. Colombia exports about 40 percent of its sugar
output. During 1997/98, Colombia exported one million tons of sugar valued at $291 million. This
included shipments of 149,000 tons to the United States. In the period October-September 1998/99,
Colombiasexportsunder the U.S. tariff rate quota were 26,000 tons. Sugar exports fell eight percent in
1998/99, due to lowworld sugar prices. Sugar shipmentsin 1999/2000 are projected to remain at about
the same levels as in the previous year.

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #C09024 Page 2 of 8

Production

Growers continue to shift fromless profitable crops, suchas soybeans, sorghum, and cotton, to sugarcane
production. Colombia s planted sugarcane area reached an al-time record of 192,000 hectaresin crop
year 1998/99, up one percent from the previous year. Another one percent increase in areais projected
for 1999/2000. Growth in planted area over the following three years is expected to be less than one
percent annualy. Industry observers believe that total planted sugarcane areais not likely to exceed
200,000 hectares. Expangon of sugarcane areabeyond this level would require taking the crop into new
producing zones lacking the particular micro-climate conditions existing in the current sugarcane area. In
fact, some of the recent plantations are aready inmargind land and ther yiddsare lower than the average
for thisregion. Other regtrictionsto sugar areagrowth are an underdevel oped infrastructure and insecurity
because of guerrillaactivity in the area.

This Stuation has prodded Colombians toward expanding cane plantations into neighboring countries. In
the early 1990's, agroup of Colombia ssugar mills purchased amill in Venezuda and in 1998 they bought
alarge mill in Peru. Interest in purchasing foreign sugar mills continues to be high.

Sugar production in 1998/99 totaled 2.2 million tons, up three percent from 1997/98. Sugar output in
1999/2000 is forecast to be up one percent from 1998/99. Although planted area is expected to grow
dightly, harvested area is not projected to change in 1999/2000, since recent plantings will not be ready
to harvest. In subsequent years, only about one percent annua increasesinsugar productionare forecast.
Recent discussons withsugar industry officds resulted in two and one percent downward adjustmentsto
Sugar output in 1997/98 and 1998/99, respectively. The 1999/2000 output figure is also revised upward
one percent.

The sugar industry has embarked on a campaign to eiminate the practice of burning cane fields to reduce
foliage before harvesting. Theindudtry is atempting to reach minimum levels of burning by the year 2005.
Inthe last two years, the sugarcane industry has reduced burning of cane in 50,000 hectares or one-fourth
of current sugar cane area. The Colombiansugar industry has begun to mechanize cane harvesting, which
is an important factor in reducing burning. The sugar industry is dso developing cane varieties that drop
their leaves just before harvesting.

Colombia s non-centrifugal sugar (panel@) Situation has not changed since our last report (CO-9010 of
April 9, 1999).

Consumption

Colombia' s human consumptionof sugar in 1998/99 fdl three percent to 1.2 milliontons, as aresult of the
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severe economic recession that Colombia has experienced over the past two years. Unemployment is
running as high as 20 percent, dragtically reducing purchasing power of the populaion. During this time,
sugar utilization in the manufacture of processed foods and soft drinks also decreased. These two
categories account for gpproximately one-third of Colombia stotal sugar consumption. Thefact that sugar
pricesto the consumer did not grow during 1998/99 isanindication of weak demand for this product. The
average retall pricefor sugar in September 1999 was 1,000 pesos per kilo ($0.22 per pound), ameretwo
percent above a year ago. Inflation during this period was nine percent. In fact, domedtic retail sugar
prices have remained virtualy unchanged at 1,000 pesos per kilo during the past two years.

The outlook for 1999/2000 isfor aone percent recovery inlocal sugar consumption. A two percent annud
increases in consumption is projected for the following three years, based largely on apopulation growth
rateof 1.7 percent. Post recently recelved find sdlesdatafrom the Sugar Growers Association (Asocand),
which resulted in 2, 7, and 8 percent downward revisons in our previous estimates of loca sugar
consumption in 1997/98, 1998/99, and 1999/2000, respectively.

Trade

Sugarcane exports during 1997/98 totaled 25,000 tons, down 18 percent from 1997/98, due mainly to
transportationrestrictions at the Venezuelan border during thisyear. All of Colombia s sugarcane exports
are fromthe easternproductionareaand are shipped to amill inVenezuea, owned by Colombianinvestors
(please see“Production”). No other sugar millsexistinthe area. Therest of the sugarcane produced near
the Venezuelan border is used for non-centrifugal sugar (panela) manufacturing in Colombia.

Colombia exports about 40 percent of its sugar output. During 1997/98, Colombia exported one million
tons of sugar vaued a $291 million. Sugar exportsin 1998/99 are estimated to drop to 940,000 tons.
World sugar pricesweakened markedly in marketing year 1998/99, due partly to the Asancrissand the
devauationof the Brazilianred. Lower export pricescombined with tight exportable supplieslimited sugar
exportsto 940,000 tonsin 1998/99. Export shipmentsin 1999/2000 areforecast at about the same leve
asin 1998/99. Significant incrementsin Colombia s future sugar export volumes are not anticipated.

IN1997/98, dmaost 150,000 tons of sugar wereexported to the United States. Sugar exportsto the United
States cong st of the raw product and most of them are for refining and transshipment to other countries.
Colombias sugar export quota to the United States for the period October 1998-September 1999
amounted to 26,999 tons. According to locd industry contacts, the export quota wasfilled.

Sugar imports are minima and occur only when price differentids favor them. They come mainly from
Andean Community countries. Since world sugar prices arelow, sugar importsin 1998/99 are estimated
to be double those of the previous year.

In an attempt to protect the domestic sugar industry, Ecuador has restricted the entry of sugar, since
November 1998. Ecuador is an important sugar market for Colombig; in 1998, Colombia exported
184,000 tons of sugar to that country. Also, beginning October 1, 1999, Venezuda will suspend sugar
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importsfromAndeanCommunity (Colombia, Ecuador, Peru, and Balivia) and Central Americancountries.
For the Andean Community, in practice, this measure affects only Colombia since other countriesare not
important sugar exporters. Venezuelaisthe largest sugar market for Colombia, taking about 30 percent
of the Colombian sugar shipments.

Stocks

Our previous estimates of ending stocks for 1997/98 and 1998/99 are adjusted downward, due to
revisons of production, exports, and consumption during the same years. Stocks at the end of 1998/99
meet loca and export needs for about two weeks. Although dightly tight, this level is judged to be
adequate, since sugar is harvested year-round in Colombia

Tables
Colombia: Centrifugal Sugar, PS& D, 1997/98 - 1999/2000 (1,000 tons)
PSD Table
Country: Colombia
Commodity: Soar
1998 1999 2000
Old New Old New Old New
Market Year Begin 09/1997 09/1998 09/1999
Beginning Stocks 2% 2% 105 64 97 57
Beet Sugar Production 0 0 0 q 0 0
Cane Sugar Production 2154 2110 2180 2169 2220 240
TOTAL Sugar Production 2154 2110 2180 2169 2220 2240
Raw [mports 2 1 2 1 1 1
Refined Imp.(Raw V) b 3 5 1 5 7
TOTAL Imports 8 4 I g 6 8
TOTAL SUPPLY 2417 2369 292 241 2323 205
Raw Exports 636 661 4 530 ) 530
Refined Exp.(Raw V) 362 39 410 40 40 410
TOTAL EXPORTS 9% 1020 860 U0 860 )
Human Dom. Consumption 1259 123) 129 1194 1320 1210
Feed Dom. Consumption 5% 5 45 5 45 50
TOTAL Dom. Consumption 1314 1285 133 1244 1365 1260
Ending Stocks 105 64 97 51 % 105
TOTAL DISTRIBUTION 2417 2369 2292 241 2323 2305
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Colombia: Sugarcanefor Centrifugal Sugar, 1997/98 -1999/2000

(1,000 hectares and 1,000 tons)

PSD Table
Country: Colombia
Commodity: Sugar Cane

Centrifugd

1998 1999 2000
Old New Old New Old New
Market Year Begin 09/1997 09/1998 09/1999

Area Planted 189 190 190 192 194 1%
Area Havested 185 186 184 186 184 186
Production 17900 17900 18200 18200 18400 18400
TOTAL SUPPLY 17900 17900 18200 18200 18400 18400
Utilization for Sugar 17900 17900 18200 18200 18400 18400
Utilizatn for Alcohol 0 0 0 ( 0 0
TOTAL UTILIZATION 17900 17900 18200 18200 18400 18400

Source: Asocana (Colombian Sugar Growers Association).
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Colombia: Exports of Centrifugal Sugar, 1998 (1,000 tons)

Export Trade Matrix

Country: Colombia Units. 1,000 metric tons
Commodiity: Sgar

Time period: 91997

Exports for 1998 1999
US. 109U.S.

Others Others

Venezuda 434

Ecuador 184

Pau R

Halti 41

Si Laka 26

Russa 2

Canadla 18

Honduras 17

Chile 11

Dominican Rep. 4

Totd for Others 849 0
Others not listed 2

Grand Totd 1020 0

Source: DANE (Nationa Statistics Bureau).
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Colombia: Importsof Centrifugal Sugar, 1998 (1,000 tons)

Import Trade Matrix

Country:

Colomhia

Units.

1,000 mefric tons

Commodiity:

Sugar

Time period:

9/1997

Imports for

1998

199

Us.

US.

Others

Others

Balivia

Brazil

Mexico

Totd for Others

Othersnot listed

Grand Totd

Source: DIAN (Revenue and Customs Agency).
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Colombia: Retail Pricesfor Refined Sugar, 1997-98 (Pesos per kilo)

Prices Table

Country: Colombia

Commodiity: Sgar

Yeq. 1998

Pricesin (currency) Pe0s per (Uom) kkilo

Yex 1997 1998] 9% Change
Jn 726 810 11.6%
Feb 6% 789 13.0%
Ma 714 817 14.4%
Apr 730 1000 37.0%
May 730 1050 43.3%
n 740 1080 41.9%
Jl 70 1025 36.7%
Aug 755 1000 32.5%
S 762 984 29.1%
Od 714 90 21.9%
Nov 786 9% 26.6%
De 798 1000 25.3%

Exchange Rae 2015}(Locd currency US'$)

Date of Quote 01-Oct-99J(MM/DDIYY)

Source: Agriculturd Attache' s Office surveys.
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