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B Frozen concentrated
orange juice
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Source: Abecitrus

0405 Delta

October to  03-04

September ‘ %
Imports  179.0 2551 +43
Brazil 1245 1952 +57
Caribbean 44.5 445 0
Mexico 6.6 12.1 +82
Others 3.4 3.4 0
Exports 998 837 -16
Canada 45.9 386 -16
Europe 322 282 -13
Japan 5.6 40 -29
Others 16.1 129  -20

Source: FDOC

B Cashew nut prices

USD/pound

Week ,.

50/2004

0

W210 270275 2.70-2.75
W240. || 2.50-255 2.50-2.55
W320 2.40-2.50 2.40-2.50
W450 230 230
SW320 2.25-2.30 2.25-2.30
SW360° 220225 220:2.25
Ssw 2.00-2.05 2.00-2.05
FS 9952230 2:252.30
FB 2.20-2.25 2.20-2.25
Lwp 1.75-1.80 1.75-1.80
SS 2.10-2.15  2.10-2.15
s 2.10-2.15: 210215
SP 1.50-1.55  1.50-1.55

Source: CommodityIndia.com

WORLD

PRESS REVIEW

B  The price of fruit juices and pulps in Europe. A selection of
prices published at regular intervals by the Market News Service of the United Nations
International Trade Centre in Geneva (mns@intracen.org).

Frezen concentrate 600 local sales Brazil
66° Brix 800-850 c&f EU hurricanes that hit the
Orange Caribbean and Florida. Stocks
cover demand, which is still
good for NFC juice.
Concentrate, 58° 2 300-2 600 c&f| Florida [Hurricane damage to the crops
Brix -red EU in Florida and Cuba sent
Concentrate, 58° 1750-1 850 fca| Cuba |Prices up. The coming
Grapefruit Brix -red EU dup estimate of the Flo_rida crop in
Concentrate 58° Brix 1600 fca EU| Argentina February ehould give e -
| market a little more information
— pink/red dup
on real losses and on the
value of stocks currently held.
Concentrate, 400 gpl | 850-900 fca EU| Argentina |Sluggish market. The season
Lemon dup is over in Argentina and stocks
are low.
Aseptic single juice - | 650-700 fca EU| Brazil |Stable market. South Africa
Fas pink suffers from an unfavourzible
Concentrate, 20° 850 cfr EU| India |USD:rand exchange rate.
Brix - white dup )
Aseptic pulp 475-525 fca EU| Ecuador |The impact of the increase in
24° Brix sea freight and packing prices
Banana is considerable on this produce
with small value-added. Supply
still exceeds demand.
Concentrate 20° Brix Stable market. Little variation
- red: in supply and demand.
Papaya |* @septic 950-980 fot EU|  India
dup Brazil
 frozen 1025-1 075 cfr
EU
Frozen concentrate 1250-1 380 fca| Thailand |Thailand announces a return
60° Brix EU to normal after three years of
Aseptic concentrate | 1250-1 350 c&f decreasing supplies. The
60° Brix EU situation is the same in
" . o Indonesia and South Africa.
Singl - fi
rineapple Singleulos SR B IR T Uncertainty with regard to the
potential in the Philippines
after the hurricane. The
expected decrease in price
has still not occurred.
Concentrate 50°Brix | 2 650-2 700 c&f| Ecuador [Market awaiting crop forecasts
EU in Ecuador. Increasingly strong
Passion competition from Peru, Brazil
fruit and Colombia.
Aseptic purée - 14° 850-875 fot EU India Limited supplies of Alphonso,
Brix - Totapuri dup which finished the season with
Concentrate - 28° 950-975 fot EU high prices. Demand was
Mango g~ Totapuri dup transferred to the variety
Aseptic purée - 16° 1 250-1 275 fot ;ftJl(tepurl. Me>|<lco (Tommy
B - Kesar EU dup ins) completed supplies.
Concentrate - 20° 1 750 fob Brazil Supply matches demand. The
Acerola |Brix harvest runs from October to
May.

Note: fot: free on truck (excl. duty) / fca: free carrier / cfr: cost and freight (excl. duty) / dp: duty paid

Source: Market News Service for bulk-packed fruit juices - Europe
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Reform of CMO Banana

What if the truth were elsewhere?

Pascal Lamy pulled a real coup. The shock caused by his statement on the future of the
common market organisation of banana (CMOB) resulted in many people taking positions.
The Guayaquil seminar held by the Ecuadorean Banana Exporters' Association (AEBE) on 29
and 30 November 2004 was an opportunity for governments and trade operators to discuss
the subject. Three approaches vied with each other: the status quo or continuation of the
existing system, the fastest possible switch to a tariff system combined with duty of less than
75 euros per tonne or a midway solution consisting of a decrease in duty in the medium term.
The different systems are often evaluated and validated from a price gap viewpoint. And what
if the truth were elsewhere? For example in close knowledge of the trade mechanisms and
behaviours on a market which, if suddenly liberalised, would break completely with the rules
of operation generated by our old quota regime and on which our way of thinking is based.

Scheduled several months in
advance, the second international
seminar in Guayaquil (Ecuador,
November 2004) took place a few
weeks after the proposal made by
Pascal Lamy, the former European
Commissioner. This consisted of
applying the Euro-American and Euro-
Ecuadorean accord of 2001 from
1 January 2006 and then levying duty
of 230 euros per tonne on banana
imports from third countries.

Ideally positioned in the calendar of
negotiations on the future CMOB, the
meeting was attended by all producer
countries, trade operators and
institutional decision makers in the
banana world, with the exception of
African producer-exporter countries.
Proof of the importance of the event is | Although the accord unambiguously

the fact that the European Commission | sets the deadline for the change, it is | [12-02-2005 | End of the negotiation
sent a senior official of the Directorate | pretty vague about the duty to be | pe”?d :
General for Trade specially to attend it. | applied. This is why as the last reform | |10 days | EU informs the parties
of the CMOB approaches a host of 22-02-2005 concerned about the new
" : system proposed.
s pOSI_tIOnS are‘ taken, studies are + 60 days Request for arbitration if
The background in short published, official announcements are 23-04-2005 | considered by parties not
made and there is much political to be in conformity.
The context of the ongoing discussions | gesturing. +10 days Choice of an arbitrator by
is as follows. Everything began in April 3-05-2005 the parties.
2001. The EU, through Pascal Lamy, | The tour de force will consist of + 30 days If there is no consensus
signed an agreement with the US and setting a tariff that is acceptable to 23-05-2005 on an arbitrator, WTO will
Ecuador. The accord was intended to | market suppliers, achieving a | Lo
settle once and for all the conflict that | consensus that satisfies European | |790days —Arbitrators opinion on the
! : . S 21-08-2005 compatibility of the new
had poisoned trade relations between | Union member-states, establishing a system, ,
the EU and a great number of syntheS|s_ between the. posmor_ws of +10 days EU opens negoliations
countries since 1993. Set out in two | the various large international | |31.08.2005 |between parties if there is
stages, it changed the CMOB first in | operators and respecting the market | incompatibility.
July 2001 and then more radically for shares of the various origins. Given + 30 days If negotiations blocked,
1 January 2006 at the latest. On the | the difficulty that all this represents, | |30-09-2005 |the arbitrator signifies the
latter date, a tariff-only system should | everybody is talking in terms of | end of the banana waiver.
replace the quota system whose main | wager, of squaring the circle, of bet or | | 30-09-2005 | End of consultations.
lines date back to July 1993. challenge rather than negotiations. | | 1-01-2006 Tarifff only system comes
| into force.
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Hue and cry against Africa

The easiest thing for the speakers
present was to go for African
production. Céte d’lvoire and
Cameroon were severely attacked.
Considered as practically unlimited,
African production and
export capacity frightens
adversaries. It is an old
argument and repeated on
every possible occasion.
Fingers were also pointed
at the Caribbean ACP
countries, that were
represented at the meeting.
Even though the increase in
the market share of the
African ACP countries is not
the reason for the
decreased presence of
West Indian bananas on the
EU market, criticism was
levelled at the best
performing ACP countries.
Waving a red rag, the
Chiquita group even let it be
understood that Africa has 7 million
tonnes of bananas ready to flood the
international market!

CMOB under outside
influence

It is true that the reform s
fundamental for the small world of
bananas. There is talk of reforming a
market of more than 450 million
consumers with among the highest
levels of purchasing power in the
world. However, one of the great
modifications of the reform is that it
does not only concern banana.
Indeed, factors other than the
functioning of the banana market
alone now weight on negotiations. As
was very rightly reminded by the
European Commission
representative, the fate of the
European banana trade hangs on the
results of at least six sets of
international negotiations (Cancun-
Doha, the economic partnership
agreement with the ACP countries,
free trade zone with the Andean Pact
countries, the repercussions of the
recent enlargement of the EU, etc.). It
will therefore be difficult to find an
individual solution that would cover
banana alone. Advantages awarded
to one group of countries—the ACP
countries for example—must
necessarily be accompanied by
compensation for the others. The
agreement on maintaining the ACP

derogation obtained at the
international meeting in Doha was
only possible with support from Latin
American banana producer-exporter
countries, but also that of Thailand,
which produces tuna! Indeed, it

obtained a few advantages in the

REFORM OF CMO BANANA

However, accepting long, uncertain
discussions carries the risk of making
the quota system last. This system is
abundantly criticised by many
operators, supplier states and
European governments.

fisheries sector in exchange for its
support. That is how international
negotiations go.

One of the only ways out of such an
imbroglio (with the main parties
involved having different interests and
pressure from internal factors) could
well be to postpone the decision. It
would be a good reason for the Latin
American states to construct a sacred
union.

This would boil down to simplifying
the present positions of the parties to
the extreme as we are at the very
beginning of negotiations. This means
first showing determination and not
presenting real proposals.

Almost everybody
agrees

It would nevertheless be
wrong to think that a
consensus postponing
undertakings in the April
2001 compromise could
emerge immediately.
Among the Latin American
countries, only Costa Rica
has officially opted for
maintaining the present
regime. Colombia,
Panama, Guatemala and
even Ecuador call for a
tariff of less than 75 euros
per tonne. The ACP
banana producer countries
are just as divided on the subject.
Starting with the principle that a high
tariff would be sufficient to regulate
the market, the Caribbean ACP states
would be ready to request the setting
of a very high tariff (estimated at over
275 euros per tonne). However, they
are sure that they cannot obtain this
and would probably opt for the status
quo.

In contrast, Cameroon and Cote
d'lvoire, the two main African
exporters in the ACP group of
countries, reject the idea of a possible
continuation of the quota system.
They subscribe to the same school of
thought as the Caribbean ACP
countries (a high tariff regulates the

Banana - EU-15 - Market shares by type of ACP

-

African ACP
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CMOB REFORM - A NOBOA PROPOSAL

. Quantity Quota

Current regime

First stage (3)

CMOB reform

Second stage

allocated ACP $ ACP ACP $
_ |Limited Quota A+B+AQ* 0 €/t 75 €t 0 €/t 75 €/t 0 €/t (3)
Quota C 0 €/t impossible 0 €/t impossible 0 €/t (3) .
"lUnIimited Out of quota [ 380 €/t 680 €/t || Target: 0 €t Target: 75 €t (1)][ Target: 0 €t  Target: 0 €/t (2) |
_ Note: .

_ * additional quantities

_ (1)The customs duty will gradually decrease to €75.
- (2) The customs duty will gradually decrease to €0. |
(3) The system quota disappears at the end of stage 1 because the duty on outsite quota goods is the same as that on the quota. This is

market) and would be tempted to
request the application of a customs
tariff of over 220 euros per tonne, as
is shown in their own study of
competitiveness (OCAB-
ASSOBACAM joint press release of
24 April 2004).

This rejection of the status quo is
explained by the fact that it is
currently made impossible for them to
release part of their bananas on the
EU market because of power held by
European operators—Fyffes in
particular—that are totally foreign to
their sector. By rejecting the status
quo, they refuse to continue to 'rent'
import certificates currently in the
hands of Fyffes and others. These
operators obtained the certificates

oa at the meeting in Guayaquil (Noye, ber 2004)

during periods where large quantities
were exported to the European Union
from the West Indies. These origins
have lost substantial market shares in
recent years and their historical trade
operators hold substantial quantities
of import rights that no longer
correspond to their traditional banana
volumes. African producers are in
precisely the opposite position and
are obliged to obtain certificates from
these operators.

The schism between trade
operators

The split between trade operators is
now clear. Chiquita and Fyffes are for

January 2005 — No. 119 — page 5

/ Presentation: Fi

the status quo and Dole and Del
Monte insist on a switch to a tariff
system. Whereas the positions of
certain countries may seem surprising
or confused, this is not the case of
trade operators. The line of fracture
between those in favour of the quota
system and defenders of the tariff
system matches the amount of
European import certificates held.
Chiquita is in an excellent position for
A and B quotas and the additional
quota for new member states and
Fyffes is well supplied with C
certificates.

These more or less established rights
result from the calculation methods
used for the distribution of import
certificates among European
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operators. We have just seen the
case of Fyffes, which holds a large
quantity of ACP import certificates.
The motivations underlying Chiquita's
position are not the same. The April
2001 agreement that plans the
allocation of 83% of the quantity of
Latin American bananas to traditional
operators, former A category
operators, on the basis of a very old
reference period (1994-1996) which
was in turn calculated from pre-1993
trading history, validates the pre-
CMOB trading positions for each of
them. Chiquita is therefore awarded
very large quantities of rights
(FruiTrop 80, pages 5 and 6, May
2001).

Dole and Del Monte are
highly motivated

Less well served and above all little
rewarded for their strategy of
openness to ACP zones, especially in
Africa, from 1993 onwards, Dole and
Del Monte consider that they would
be able to gain greater market shares
than the amount of certificates
currently received allows them. They
wish to regain in trade what they lost
in gambling on the future. Especially
as one of them will have its allocation
of certificates reduced in 2006 when
its licence transfer contract with a
large European operator terminates.

This negotiating position is related to
the capacity of the two companies to
demonstrate trade advantages or
dominant positions in sectors as
varied as assuring upstream supplies,
the ability to call on large sea
transport capacity and the
development of a dense pan-
European distribution and ripening
network.

Ensuring upstream supplies is a
minor question. Present production
capacity levels considerably exceed
what the market can handle. For
example, the production potential in
Ecuador is much greater than the
quantities exported. Production
potential exists that could be
mobilised very rapidly. Gains in
productivity could also contribute on a
more long term basis. A simple
calculation shows that Ecuador could
in a few months market a further
several hundred tonnes by simply
adjusting productivity by a few

REFORM OF CMO BANANA
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percent (number of boxes packed per
bunch produced).

With regard to the pan-European
distribution network, it is observed
that a decade of CMOB and two
community enlargements have
resulted in the forming of groups that
are geographically very ramified and
that possess ripening capacity with an
excellent technical level.

He who controls freight
controls the market!

The third and most difficult sine qua
non is the ability to mobilise sea

freight capacity on a medium and long
term basis. The communication on
the development of world reefer
transport given at the Guayaquil
seminar confirmed that transport
problematics are essential to all
market analysis and will remain so for
several years. In a market that is very
tight with regard to transport capacity
(see box), the operators that own
fleets of reefers or who have signed
medium or long-term contracts with
ship-owners have an advantage over
their competitors. Sea transport
appears as the main key to the
international banana market. An
analysis of the facilities by large
banana corporation would shed

Banana - 2004 - Difference between retail prices
in the Czech Republic and in Germany (Aldi)

Weeks 2004
Source: Czech statistical office, TWMC, Cirad
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considerable light from this point of
view.

With regard to determination, the
mere fact that Del Monte has broken
its legendary silence and is even
working alongside Dole is a sign of
the desire to push the tariff-only
solution ahead. In a completely
different area, it is interesting to see
that these two transnational
corporations are directly or indirectly
involved in the ACP production zones,
in Cameroon or Coéte d'lvoire. The
switch to a tariff system would seem
to be in the interest of the two firms,
of producer-exporters and African
states.
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Interests differ radically in the setting
of tariff levels. The two transnationals
would like these to be as low as
possible while ACP producers would
like them to be as high as possible.

Noboa or the art of
consensus

In order to complete the analysis of
several trade operators, it is
interesting to examine Noboa's
original statements. It simply
presented a synthesis of the positions
of those for and against the status
quo. For this, it suggested the
staggered change from the quota
system to a tariff system by means of
a scheduled lowering of tariffs applied
to over-quota quantities. This would
result finally in the application of the
same tariffs to the different origins,
total exemption for everybody.
Noboa's consultants consider that this

Poland 27

Netherlands 13

Greece 12 12
Czech Rep. 12

Belgium 12

Hungary

Portugal

Sweden

Slovakia

is the only way to reconcile the
strongly differing interests of ACP and
Latin American origins (see box).

European producers
shoulder to shoulder

Let us now change focus and
examine the positions of EU
producers. Although they were
represented, they were not invited to
specify their position at the
Guayaquil seminar. However,
numerous written documents and
statements define their position.
European producers first wished for
the most rapid a switch as possible to
a tariff system with duty at 295 euros
per tonne. The most recent studies
commissioned by the public and
private sectors in the Canary Islands
(July and September 2004) mention a
tariff of between 252 and 272 euros
per tonne. The switch to a tariff

fibution of £ur ean Council
n of each member state

27 27
13 13
12 12
12 12

7
Denmark 7 7 7
Finland 7 T 74
Ireland 7 7
Lithuania 7 7 7
Latvia N 4 -
4 i
4 4
3 3 3
321 120 121 150
100 37 38 47

Note: Shaded member state = position still undefined / Various sources
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system as soon as possible is no
longer proposed. In contrast, it is
requested that a quota should be
applied to imports from ACP countries
and that this should be spread
between African and Caribbean
producers. Like the Latin American,
community producers award great
importance to the mastery of what is
considered to be substantial African
production potential.

Consumers invite
themselves to the debate

The European consumer has been
the last to arrive at the negotiations.
His bursting into the banana question
is a major event. When the
community banana regime was being
drafted in 1992, Germany tried. to
highlight the swingeing increases in
retail prices of from 28% to 42%
according to the source and the
region of Germany (FruiTrop 14,
pages 15 and 16, May 1995). At the
time, consumers served as a pretext
for German opponents to the import
certificates system (the rule on the
twinning of ACP, community and
Latin American origins). The polemic
quietened somewhat when the effect
sought—a true European single
market—Iled slowly to a fall in average
prices at both import and retail
stages.

Consumers returned to the forefront
in 2004 by way of Sweden and the
new member-states (NMS). A
document released by the Swedish
government at the end of September
and that received strong support from
the NMS showed the extent to which
European consumers bear the
consequences of restrictions on
banana imports. Sweden explains
how the way in which the European
market is managed (quotas and
import certificates) is economically
ineffective for the producers to be
protected (community and the
weakest ACP countries).
Furthermore, it has a damping effect
on European consumption. The
switch to 75 euros per tonne and the
abolition of import quotas would lead
to a 35% fall in banana prices at all
stages of marketing and a 25%
increase in consumption (see box).

The demonstration is rapid and not
particularly fine. Nothing is said about
the impact of the fall in the European
price on producers' incomes, including
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Goods carried by reefer (%)

- M Container included
. & Container excluded :

Bananas Citrus Decidious Exotics

Evolution of world reefer transport capacity

In millions Cubft

o o
Q =
o o

Source: Fruta Rica / AEBE meeting, Ecuador 2004

Large reefers (450 000 cubft)

US cents / Cubft per 30 days
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2002 2003
Source: Reefer Trends
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the most competitive of the latter. The
study does not take into account the
very structure of the market and works
on an ‘'everything else being equal'
basis. It starts with the principle that
any reduction of tariff or quota will
mechanically serve entirely to benefit
consumers, without affecting the price
paid to producers.

The position taken is of great interest
in that it reveals the rebalancing of the
forces around the table at the
European Council.

We should now think in consumer
terms and less of producers. A
producer in a developing country must
be competitive or leave the market. A
community producer receives direct
support and also disappears from the
market to leave free play to the law of
supply and demand. This point of view
is strongly supported by the NMS. It is
true that the facts have proved them
right since the enlargement of the EU.
The historical national operators have
almost all be bought by the
transnational corporations and retail
prices have shot up. The case of the
Czech Republic is a clear example.
Whereas purchasing power is still far
from EU-15 standards, the retail price
of bananas can be 10 centimes per kg
higher than those of German discount
stores ! (see box)

REFORM OF CMO BANANA

And what if we were wrong?

All the stakeholders defined their own
positions using the present functioning
of the European market as the basis.
This system has been entirely

Banana - EU supplies
All origins

1988
1989
1990
1991
1992

1993

1 July 1993: CMOB yérsion |

1994 Tariff quota totalling 2:gjllion tonnes.

1995
1996
1997
1998
1999
2000

1999/mi-2001: CMOB version Il
After the panel: CMOB put in confoj

2001
2002
2003
2004

2005

' ' 1 |
25 3.0 35 4.0 4.5

million tonnes
Source: Eurostat / Cirad

modelled for more than a decade by a
rigid trade regime consisting of a strict
quota system with the placing of import
rights in a very limited number of
hands, quotas awarded by groups of
origins, strong support for European
production, quarterly management of
supply, etc.

However, all the studies skip the fact
that we apply to the situation today the
market structures of a liberalised world
with no quotas and no limiting tariffs.
What is proposed by certain Latin
American producers, transnational
corporations or European governments
forms a fundamental break with the
current market mechanism. It should
never be considered that the market
will continue to function after the break
as if the "all else being equal' principle
much loved by economists could have
force of law. Numerous Latin American
producer-exporters and European
importers fear—officially or
unofficially—a liberalisation of the
European market, whatever the level of
tariffs, whose top range has already
been set by Pascal Lamy. This would
doubtless result in a flood of bananas
on the market, whatever the price. The
fresh fruit and vegetables sector is
dotted with operators who thought that
they could do better than their
competitors but just pushed the market
a little further downwards. As banana
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supplies display a substantial surplus,
conditions of access to sea transport
are practically the only thing that can
limit the ambitions of any entrepreneur.
Itis true that a degree of self-regulation
could develop, but how many
operators or even sectors would
disappear before this happened? The
Caribbean ACP delegate addressed
the subject by talking quite rightly of
destructive competition.

One oligopoly may hide
another

Furthermore, what about the behaviour
of the large retail chains? What if
liberalisation just resulted in the
replacement of one oligopoly by
another? The purchasing power of the
large chains is well known and the
suppliers of the British market are the
sad witnesses of this. The price war
between the different supermarket
chains in the UK, led by Asda, weighs
heavily on the financial results of the
Caribbean ACP sectors but without
increasing consumption. The Banana
Group is even beginning to feel
concern and a certain inflection of this
policy of extreme lowering of prices of
bananas seems to be appearing
(FruiTrop 117, page 2, November
2004).

Bananas and development

The CMOB generates passions,
doubtless because it raises important
development questions. At a time
when development must be
sustainable or fair, the banana reveals

the split personality of our western
societies. The economic development
of the southern countries is a strong,
oft-repeated objective. But it is difficult
to transfer this undertaking in the field
as each nation has the best reasons
for putting forward its own exception.
Some defend the interests of their
companies while others have an
imperious need to ensure the
economic viability of European sectors
that provide jobs and stability in
economically fragile zones. Some
protect their consumers. Finally,
producer countries defend a product
that is essential for their economies.
Bananas alone form a whole
development problematics.

In the face of this mountain of
contradictions, miscellaneous
divergent international undertakings
and frequently conflicting economic
interests, we wait impatiently for the
analysis and conclusions of the report
ordered from an ltalian consultancy
firm by the European Commission. The
report is to draw up a synthesis of a
decade of the functioning of the
European banana market. Will it be a
balance, a will or a burial certificate?
We will have the answer in 2005 &

Denis Loeillet, Cirad-flhor
denis.loeillet@cirad.fr

Producer states

Member states

Tariff system
Low duty
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Recueil
statistique
banane

Bilan
Annuel
2003

Caribbean ACP
Costa Rica

. 4 Fraﬁéé,Spain, Po'rtugét, .

Tariff system
High duty

‘Greece, Cyprus, Ireland
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