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EU banana regime

Compensatory aid: reform is essential
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Banana - Compensatory aid
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v Banana — 2005 — Net income by region &
Euros/tonne  Selling price Aid Supplement Net income * &
Canaries 7106 59.0 0.0 7696

Madeira 549.7 59.0 0.0 608.7

Greece 477.8 59.0 776 614.4

Martinique 431.0 59.0 112.7 602.7

Guadeloupe 4197 59.0 121.2 599.9

Cyprus (**) 390.3

EU average 581.3 109.3 690.3 EEEREREREES
(*) Net income = selling price + compensatory aid + supplement 94 9596 97 98 99 00 01 02 03 04 05
(**) Cyprus is not concerned by the compensatory aid mechanism but its prices are

included in the aid calculation
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Compensatory aid — Balance 1993/2005

E Value of Compensatory aid Flat-rate
uros/tonne g
(excl. supplement) reference income
6 mois de 1993 245.0 1 491.0
1994 171.7 ) 4910
1995 27116 5929
1996 290.5 5929
. 1e9r 2481 9928
1998 244 .2 6225
1999 296.9 | Gred
2000 382.9 1640.3
2001 283.6 6403
2002 303.3 640.3
..2008 2946 %403
2004 281.0 640.3
2005 59.0 640.3

Banana - 1994-2005 compensatory aid
Over- & under-compensation
000 euros
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Data: European Commission
Processing and presentation: CIRAD / FruiTrop

state has to do its utmost to defend a
budget increase for its producers. The
Commission attempted to clarify and
straighten out the situation in 2002.
Calculation of the supplement was
then based on an equation (see
FruiTrop n°102) that was certainly
complex but that had the merit of
institutionalising the calculation
method. Opposition to the system
made its application delicate in the first
year, perilous in the second year and
impossible from 2004 onwards. Only
Portugal benefits from a simple and
advantageous rule. Known as the
'Madeira clause', this method of
calculating supplementary aid was
opportunely negotiated at a European

Council meeting in Luxembourg in
1998. It provides for the automatic
payment of a supplement of 75% of
the difference between the income of
Portuguese producers and the
average European income when
Portuguese income is 11% lower or
more than the average community
income. The mechanism did not
operate for 2005 as Madeira produc-
ers had earned only 5.45% less than
the European income.

The several cases of malfunctioning
indicated in the setting of 2005 aid are
all arguments in favour of a full
revision of the system. The European
Commission and European producers
and their governments are working on
this reform actively. At the beginning
of May 2006, producers meeting within
the framework of APEB reaffirmed
their position by defending their joint
memorandum and especially the two
following points:

e a fixed budget identical to that of
2000 when prices were at their
lowest since the implementation of
the common market organisation of
bananas in 1993;

a temporary budget adjustment
measure to be applied for three
years to allow for the effects of the
new import regime on prices and
hence on producers' incomes.

1994/2005 — Community bananas sold

Memorandum or POSEI?

Producers have also requested their
governments to continue to support
them in this proposal. With regard to
the Commission, the Commissioner
should be informed by the summer on
the reflections of his departments. The
Commission has also provided several
lines of approach concerning the main
lines of reform. Two options draw
attention: the proposals of the produc-
ers' memorandum and the incorpora-
tion of aid in the POSEI system. This
assumes the transfer of European
banana regime financial resources to
the POSEI programmes by decentral-
ising award procedures and the types
of aid according to the priorities and
features of each production region.

Whatever the option chosen, the
reform will see the light in 2007.
European producers are very active in
this question and still have a few
months during which they can make
themselves heard &

Denis Loeillet, Cirad
denis.loeillet@cirad.fr

Banana - Price gap between
Martinique and Canaries
prices and EU average price
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Tonnes 1994 1996 1997 1998 1999 2000 2001 2002 2003 2004 e o
Canaries 321555 360387 345943 403999 437414 362188 397578 420919 407343 400911 418407 420000
Martinique 151965 188073 249733 277013 240499 258501 271269 233716 263880 243706 246199 226243 219000
Guadeloupe 82165 63207 60919 97734 74294 83508 87592 89042 95063 85517 59071 54231 150000
Madeira 25866 34401 24203 27890 30436 21770 22461 20682 21903 21382 21161 14165 50000
Greece 30 1387 18807 3901 3589 3 4576 2009045 Dsi0 ey Bess isono
Cyprus - - - - - - - - - - *3203 5827 13500
Total 584622 658206 684605 810537 786232 729303 782176 767268 790622 754186 750910 643395 867 500

* Cyprus: from May to December 2004
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