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Introduction


	


Sugar industry is a mature industry producing a mature product.





There is little reason to expect major changes generated from inside the industry (compared to software, biotech, other industries driven by technological innovation).


	


	Outside drivers will induce falling in three primary categories:


		cost efficiency


		industry structure


		policy initiatives








Cost efficiency


	


US Sugar industry has absorbed 20 years of inflation on raw material and operating side with no increase in price.





	Some components of the industry have made significant investments in efficiency.


	(Graphic showing increases in production per acre, beet & cane)





	Future trends:	possible effects of low inflation or deflation


		         	rationalization of underperforming or redundant assets








Industry structure


	


Significant concentration of market share has already occurred:  (Barry/Lord study showing increase in SOM held by top four producers).





 	Question:  Are mergers and consolidations occurring to achieve synergy or  size?





Consolidation of suppliers has negated market positioning:  Companies forced into role of  “all things to all people”.





	Wild cards remain which could alter industry structure further: 


		Direct mill refining on cane side


		Influence of vertical integration / direct producer marketing








Policy initiatives





The status quo: an efficient industry, with balanced sourcing, adequately serving intermediate  & final customer needs.





Nevertheless, various groups wish to alter sweetener policy in US (and elsewhere).





		industrial sweetener users - lower price


		environmentalists - no sugar production in Florida


		trade negotiators - elimination of trade barriers


		Pope - open Cuba





V.   Conclusions / Implications





	We are a mature industry producing a mature product.





Changes will most likely come as a result of outside drivers, not due to internal factors.








Outside driver			Industry response			Possible result








��capital markets		cost efficiency		profitability / survival / ???








��macro trend toward business		sugar industry structure		shrink to irreducible 	  consolidation								minimum








��outside influence on		policy revisions			   integration of US into 	      sweetener policy							    world markets





Change will be evolutionary, being driven by outside factors.





Nevertheless, change will continue:


	Companies resisting change (efficiency, structure, policy) will be victims.


	Companies responding positively to change will be survivors & winners.


