State of

S S) Sustainability

Initiatives

Cuso

International Institute for
Sustainable Development

GLOBAL MARKET REPORT

Banana prices and sustainabili

Vivek Voora, Steffany Bermudez, Johanna Joy Farrell, Cristina Larrea, and Erika Luna
March 2023

Market Overview

First domesticated in Southeast Asia, bananas
have gone from being the first cultivated

fruit to the most consumed and exported
fruit in the world (ITC News, 2018; Reay,
2019;WorldAtlas, 2020). Bananas, along
with plantains, are the fourth most important
staple crop worldwide and are essential to
maintaining food and nutritional security
among 400 million people in producing
countries (Banana Link n.d.; Guinness
World Records, 2022). They are an important
source of potassium as well as vitamins A

and C (Reay, 2019). The banana plant is

an herb that takes 10 to 18 months to go
from planting to producing fruit. Bananas

are typically harvested green 7 to 10 days
before maturing (Hoose, 2021). Stems are
manually cut off the plant from which many
banana bunches or hands are extracted and
sold in local markets or further processed.

Bananas destined for export are washed,

cut into bunches of four to eight bananas,
labelled, and packed into boxes for shipping
(Dole, 2013). When consumed fresh, bananas
are transported and stored in refrigerated
environments. The transport and storage of
bananas represent approximately 65% of their
carbon footprint (Intrans, 2015; Secretariat
of the World Banana Forum, 2017). After
reaching their destination, bananas are
artificially ripened by being exposed to
ethylene gas at constant temperatures before
being distributed to retailers and sold to

end consumers.

An estimated 1,000 varieties of bananas are
grown in 150 countries, 30 degrees north
and south of the equator. They grow in
tropical climates with average temperatures
of 27°C and more than 200 cm of annual
precipitation (Banana Link, n.d.; Food and
Agriculture Organization of the United
Nations [FAO], 2022b; Moyer, 2022). The
Cavendish has become the most consumed
and exported variety, now accounting for
almost half of all varieties grown worldwide
and nearly 100% of internationally traded
fresh bananas (Cross, 2019). The banana
plant is sterile, so it can only be replicated by
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Bananas, along with plantains, are essential to
maintaining food and nutritional security among
400 million people in producing countries.

About 15,000 smallholders grow bananas for
export markets in Ecuador, the Philippines,

Colombia, Peru, and the Dominican Republic.

planting roots or cuttings from existing plants,
resulting in very little to no genetic diversity
at banana plantations (Reay, 2019); this
makes them vulnerable to pests and diseases
(India Today Web Desk, 2019; Reay, 2019).
The Gros Michel, the most popular banana
variety until the 1950s, was devastated in
Central and South America by the Fusarium
wilt Tropical Race 4, a deadly fungus found
in soils (Cross, 2019). The Cavendish quickly
replaced the Gros Michel and is now facing
similar threats from emerging pests and
diseases, including Tropical Race 4 and
Sigatoka fungi, which could wipe it out in

the coming years (Cross, 2019; Reay, 2019).
Scientists are racing to find resistant varieties
to these diseases and other challenges, such as
climate change, so we can continue enjoying
fresh bananas, an important source of
nutrition for many (Wageningen University &
Research, 2017).

The banana sector is a growing USD 25
billion industry, projected to expand at a
compound annual growth rate (CAGR) of
4.5% between 2022 and 2027 (Crawford
& Kuefiner, 2020; Mordor Intelligence,
2022).The banana value chain provides
direct employment to millions of people
around the world (Evans & Ballen, 2018).
For instance, more than 1 million workers
were employed in the export banana sector
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in 2020 (International Labor Rights Forum
& Banana Link, 2017; Pinedo Caro, 2020).
Bananas are grown on smallholder farms and
large plantations around the world. Although
most bananas grown in Latin America come
from large plantations, there are still pockets
of smallholder banana farmers. Ecuador,

the Philippines, Colombia, Peru, and the
Dominican Republic have about 15,000
smallholder banana farmers exporting to
world markets. They are mostly certified
Fairtrade and Organic (Banana Link, n.d.).
The banana industry in the Dominican
Republic, the largest producer and exporter
of organic bananas, employs more than
20,000 people, including many migrants from
neighbouring Haiti (Banana Link, n.d.). In
Africa, foreign companies wholly or partly
own most large- and medium-scale banana
plantations. For instance, French or Belgian
companies own all large- and medium-scale
plantations in Cote d’Ivoire (Banana Link,
n.d.). In Costa Rica, large multinational
fruit companies own around half of the
export production.

Banana production grew from about 97
million tonnes (Mt) in 2008 to almost 120
Mt in 2020 from cultivating 5.2 million
hectares, according to the FAO (FAOSTAT,
2022). Banana production has slowed over
the last decade, as its CAGR of 0.26% from
2008 to 2019 decreased to -0.35% from 2014
to 2019, likely because of weather events
such as hurricanes, drought, and heavy rains,
as well as pests and diseases. Although most
banana production is consumed domestically,
about 20% of global production was exported
in 2020, providing an important source of
foreign exchange revenues for exporting
countries (Banana Link, n.d.; FAOSTAT,
2023). Since 2016, India, China, and
Indonesia have consistently been the largest
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producing countries to supply their domestic
markets. Latin American countries have
primarily remained the biggest exporting
countries. The top exporting countries in
2020 were Ecuador, the Philippines, and
Costa Rica (closely followed by Guatemala
and Colombia), exporting some 7 Mt, 3.1
Mt, and 2.6 Mt, respectively (UN Comtrade,
2022). The European Union, the United
States, and China were the largest importers
in 2020, importing about 5.2 Mt, 4.7 Mt,
and 1.8 Mt, respectively (UN Comtrade,
2022). Although the global supply of bananas
depends greatly on weather, producers have
generally been able to meet growing global
demand (Hommel, 2019). Nevertheless, the
surge in demand for bananas that occurred at
the outset of the COVID-19 pandemic may
have caused supply and demand imbalances
in some countries (Cheon & Lee, 2021; Fresh
Plaza, 2020, 2021).

Banana prices and sustainability

The pandemic affected the banana sector in
different ways in different parts of the world.
On the whole, demand for bananas rose 1.7%
in 2020 from 2019, as the fruit is a peel-
protected, affordable, and nutritious home-
consumable product that can boost immune
systems (FAO, 2021a; Research and Markets,
2019). Demand increased significantly in the
biggest banana importers—the European
Union and the United States—which
benefited some Latin American exporting
countries that implemented effective
mitigation measures. Ecuador, Costa Rica,
and Colombia saw their banana exports grow
by around 6%, 21%, and 7%, respectively,
from 2019 to 2020 (FAO, 2021a). On

the other hand, measures to restrict the
movement of people in China, the third-
largest importer, had dramatic impacts on
Asian banana exports, which fell by 12% in
2020 from the previous year (FAO, 2021a).
The Philippines was hit particularly hard by
these measures and the effects of diseases in

Global banana production from 2008 to 2019: Bananas that comply with
voluntary sustainability standards (VSSs) reached 9% -11% of total global production
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production that year, with exports dropping
by 25% (FAO, 2020). African banana exports
also declined in 2020 by 8% from 2019, as
some negotiated contracts were put on hold
and shipping costs increased (FAO, 2021a).
For instance, Ivorian bananas shipped to
France, a large importer of bananas from

this country, were 26% more expensive than
Colombian bananas. Although the impacts of
the pandemic on the banana sector have yet
to be fully ascertained, the sector seems to
have remained resilient (FAO, 2021a).

The global banana value chain will also have
to tackle challenges brought on by climate
change, which is predicted by one study to
reduce suitable banana-growing areas in

the subtropics by more than 1 million km?

by 2050. Nevertheless, 5 million km?2 may
become viable for banana cultivation in

other regions by 2070. Recent temperature
increases have helped improve productivity
in 27 producing countries in Africa, Latin
America, and Asia (Buckelew, 2020).
Research suggests that these gains may be
wiped out as projected changes in climatic
conditions may be advantageous to improving
productivity in some banana-growing regions
and disadvantageous in others (Varma &
Bebber, 2019). Global climate models used
to explore climate and technology adoption
scenarios in the sector indicate that a number
of African banana-producing countries—such
as Cote d’Ivoire, Tanzania, and Kenya—will
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benefit from changing climatic conditions,
while several Latin American and Asian
countries—including Brazil, India, and Costa
Rica—will need to adapt or be disadvantaged
by 2050 (Varma & Bebber, 2019).

Droughts are particularly concerning, as
precipitation patterns are expected to become
less reliable. An increase in the frequency

of storms is already being felt. Storms have
intensified in the Dominican Republic:
banana producers there had to contend with
17 hurricanes in the 2017 growing season
alone. High winds and flooding caused by
hurricanes Maria and Irma damaged 5,000
ha of banana plantations. More recently, in
2020, hurricanes Eta and Iota damaged about
27% of banana production in Honduras,
representing USD 17 million in losses
(Banana Link, 2021a).

In the short term, the top challenge that
climate change poses to the banana industry
is its role in spreading diseases such as
Tropical Race 4, which threaten to destroy
the sector (Lauriat, 2020; Timmusk et al.,
2020). Research conducted in Colombia
found that changing climatic conditions raise
the risk of spreading Black Sigatoka disease
(Fones, 2020). Changing climatic conditions
in the Philippines are expected to expand
areas that are favourable to the Fusarium
fungus to 67% of its banana-growing regions
(Salvacion et al., 2019).

Banana producers will have to adapt to
potential challenges brought on by changing
climatic conditions, such as increased
incidences of storms, droughts, and extreme
heat events, as well as diseases, if they are to
remain viable. An example is what happened
to the Windward Islands in the 2000s and
early 2010s when banana exports ground to a
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halt due to the negative effects of hurricanes
at plantations (Jim Prevor’s Perishable Pundit,
2008; Reay, 2019). Banana farmers in various
parts of the world have started to adopt
climate-smart agricultural practices. For
instance, banana workers in Costa Rica are
benefiting from government and development
agency efforts to improve their climate
resilience by providing guidance to improve
production practices. These practices include
intercropping bananas with cocoa or fruit
trees, which can prevent pests and diseases,
or mulching to maintain soil moisture and
prevent the emergence of weeds (Agencia
Espaniola de Cooperacion Internacional,
2016). Ecuadorian and Dominican banana
producers also benefit from shared research
on agricultural practices, which includes
assessing the effectiveness of organic farming
in preventing the negative effects of drought
and pests (Reay, 2019).

Improved water management in the sector

is an important climate adaptation measure
as precipitation becomes less reliable. As a
response, banana farmers are demanding
better weather-forecasting information

and implementing drip irrigation systems,
rainwater collection and storage, and
mulching to preserve soil moisture (Reay,
2019). Excess water due to flooding can also
hamper banana cultivation, as it creates an
environment that is ripe for the spread of
fungal diseases such as Black Sigatoka, which
devastated the Guyanan banana sector in
just 3 years (Reay, 2019). To improve the
resilience of banana plants to such diseases,
farmers are working to enhance general plant
health via fertilization, removal of affected
plants, and proper drainage (Reay, 2019).

Research on climate-resilient banana varieties
is also ongoing, although it has recently

Banana prices and sustainability

focused on developing disease-resistant
varieties. Many banana growers are also
diversifying their farming operations to
improve their resilience to climate change.
For instance, intercropped banana- and
coffee-growing operations offer a synergistic
growing environment, where banana plants
offer coffee plants shading and fertilizer via
plant residues.

Climate change mitigation opportunities
exist all along the banana supply chain. The
production of 1 kg of bananas results in 0.5
kg to 1.3 kg of greenhouse gases (GHGs)

or 0.1 kg to 0.2 kg per banana (Reay, 2019).
Reducing fertilizer and pesticide applications
and decreasing fossil fuel consumption to
power farming machinery are the main
opportunities to reduce farm-level emissions.
Organic farming offers direct insights into
reducing the GHG emissions from banana
cultivation, as it supports practices such as
the use of cover crops, manure, and compost
to help remove and store carbon in soils or
the avoidance of chemical fertilizers (Paustian
et al., 2019; Skinner et al., 2019). At the
other end of the supply chain, avoidable
wastage by retailers and end consumers also
offers important climate change mitigation
opportunities. For instance, 65,000 tonnes of
bananas are wasted in the United Kingdom
every year, which represents between 30,000
tonnes and 65,000 tonnes of avoidable annual
GHG emissions (Reay, 2019). Finding an
alternative to the transportation of bananas
on refrigerated ships offers the greatest
opportunity to cut GHG emissions, as the
transport and storage of bananas account

for up to two thirds of the total banana
carbon footprint (Reay, 2019). Switching to
more efficient refrigerated container ships
could reduce GHG emissions by up to a
third (Reay, 2019).
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Several efforts are underway to strengthen
the sustainability and resilience of the

banana sector so it can face challenges such
as climate change. One of these efforts is
implementing VSSs, which began in the
banana industry in the early 1970s. VSSs
define a number of requirements that
producers need to comply with and support
farmers in adopting them. For instance,

all the schemes operating in the banana
sector—GLOBALG.A.P., Rainforest Alliance,
Fairtrade International, and Organic—require
farmers to adopt soil preservation measures
to maintain soil moisture and fertility. While
Organic does not allow the use of chemical

MARKET VALUE

A total of 10 Mt to 12.35 Mt of VSS-compliant
bananas was produced in 2019 by almost 15,000
farmers, with a farm gate value of at least USD
2 billion to USD 3 billion.

CAGR

Conventional production increased at a CAGR
of 0.75% from 2008 to 2019 and at 0.13% from
2014 to 2019. VSS-compliant production grew
at a CAGR of 32% to 35% between 2008 and
2019 but slowed to between 8% and 10% from
2014 to 2019.
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fertilizers, the other three schemes require
farmers to adopt integrated pest management
systems to limit the use of fertilizers, maintain
records of the amounts used, and apply the
biological control of pests. These measures
can have a positive effect on building the
resilience of banana plantations, as they can
keep the soil healthy and humid to cope

with periods of drought and improve the
management of pests and diseases. Some
VSSs also recommend intercropping and
agroforestry to further improve banana
farming resilience (Elder et al., 2021; Voora et
al., 2022). Implementing VSSs allows farmers
to differentiate themselves from conventional
banana producers in the marketplace (Voora
et al., 2019). In exchange for adopting more
sustainable farming practices, farmers can
label their products as VSS compliant or
produced in accordance with a standard
(Organic Produce Network, 2018).

Some 15,000 farmers produced 10 Mt-12.35
Mt of VSS-compliant bananas in 2019 with

a farm gate value of at least USD 2 billion—
USD 3 billion, up by between 470,000 tonnes
and 1.11 Mt from the previous year (Meier

et al., 2021).

The most prominent VSSs in the banana
sector in 2019 included in the dataset were
Rainforest Alliance (9.24 Mt), Organic (1.87
Mt), and Fairtrade International (1.24 Mt).
Growing at a CAGR of 32% to 35% between
2008 and 2019, VSS-compliant bananas
represented at least 9% to 11% of total global
production in 2019 (Meier et al., 2021).
Nevertheless, there are signs that growth in
the supply of VSS-compliant bananas may
be slowing, as its CAGR dropped to 8% to
10% from 2014 to 2019. Although this drop
signals that demand may be approaching

an upper limit, the pandemic seems to have
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boosted interest and demand for more
healthy options, such as VSS-compliant
bananas (Karst, 2021).

If we incorporate an estimated production
volume of GLOBALG.A.P. for 2019! in the
assessment above, which according to our
analysis, is about 10.7 Mt to 11 Mt, and
assuming that GLOBALG.A.P. farmers are
not compliant with other VSSs, the total
volume of VSS-compliant bananas increases
to 20.7 Mt to 23.35 Mt, capturing 18% to
20% of the total banana market in 2019.2
Based on this analysis, GLOBALG.A.P.
would be the largest VSS in banana
production (by volume) in 2019.

The majority of VSS-compliant bananas
are sold in international markets, as
Europe and North America are the main
consuming markets (Meier et al., 2021).
However, this does not mean that all VSS-
compliant bananas are sold as such, with
benefits for farmers such as increased
prices and premiums.

For instance, according to our analysis, the
total VSS-compliant production sold as
such peaked at about 84% in 2012 and
seems to have declined since then (Meier

et al, 2021; Potts et al., 2014). Although
there is no certainty that this declining
trend has continued, due to a lack of data,
ensuring that VSS-compliant bananas are
sold as such is important to maintaining the
viability of VSS-compliant farmers. Banana

Banana prices and sustainability

producers who cannot sell their product as
VSS compliant may not receive the additional
revenues through higher prices and premiums
needed to pay for various VSS compliance
costs. Banana farmers also face the additional
challenge of having to keep their prices

low, as some retailers even sell bananas at

a loss to lure prospective customers into

their stores (Fairtrade International, 2022a;
Organic Produce Network, 2022a). VSS-

VSS-compliant banana
production volumes in 2019

GLOBALG.A.P.

@
10.7 Mt
Rainforest Alliance A
9.24 Mt
Organic

@
1.87 Mt
Fairtrade

L
1.24 Mt

Source: Meier et al, 2021, except GLOBALG.AP,
which was estimated by authors.

1 We estimated GLOBALG.A.P.’s production volume based on the reported GLOBALG.A.P.-compliant harvest
area by country and the average yield from Rainforest Alliance, Organic, and Fairtrade International in each country

in 2019.

2 It is very likely that bananas complying with GLOBALG.A.P. may also comply with other schemes, such as

Rainforest Alliance, Fairtrade International, or Organic. Considering the effects of potential double or triple

certification in calculating the total volume of VSS-compliant bananas in 2019, we estimate that this total may range
between 10 Mt and 23.35 Mt, or between 9% and 20% of total banana production.
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compliant banana farmers must cope with the to expand based on the size of their
considerable challenge of having to compete conventional banana production. Among
with conventional bananas maintained at the least-developed banana-producing
artificially low prices (Fairtrade International, countries, Burundi, Sudan, the Democratic
2022a; Organic Produce Network, 2022a). Republic of the Congo, Mozambique, and

) ) ) . Ethiopia offer VSSs the greatest opportunities
Inc.h?’ C.]hlna, Indonesia, Brazil, and the ] to enable sustainable development via the
Philippines offer VSSs the greatest potential adoption of more sustainable banana farming

Distribution of banana production in the top 15 producing countries in 2019

Climate Risk Index score for 2000-2019
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practices based on their share of global
banana production, the limited presence of
VSSs, and their Human Development Index.
Just as important, VSS-compliant banana
farming can affect yields. According to our
analysis, in 2019, VSS-compliant banana
yields were higher in four banana-producing
countries, even in three, and lower in 19.
VSS-compliant yields were higher in some of
the larger banana-exporting countries, such
as Costa Rica, Colombia, and Cote d’Ivoire.
In contrast, major banana exporters like
Ecuador, the Philippines, and Guatemala
had lower VSS-compliant banana yields than
conventional banana yields in 2019.

Europe and North America remain the largest
consumers of VSS-compliant bananas (FAO,
2021a). In 2020-2021, 10% of all bananas
consumed in these continents were certified
Organic (Compagnie fruitiere, 2020). A third
of all bananas sold in the United Kingdom
were Fairtrade-certified in 2020 (Banana
Link, 2020b; Fairtrade America, 2021).
Consumer awareness of sustainability issues
in the banana sector and the low retail prices
of VSS-compliant bananas drive demand in
these markets (Banana Link, 2020b, 2021c).
Organic bananas were USD 0.15/lb more
expensive, on average, than conventional
ones in the United States in the first quarter

Banana prices and sustainability

of 2021, with lower premiums than other
organic fruits, such as berries (Organic
Produce Network, 2021, 2022b). Although
lower prices for VSS-compliant bananas have
attracted more consumers, their increasing
market share may result in lower prices, with
detrimental effects on banana producers in
developing countries. To tackle this challenge,
VSSs have started requiring living wages and
incomes for banana industry workers and
farmers (Banana Link, 2021b), which could
also encourage consumers to purchase VSS-
compliant bananas. Consequently, this would
imply that banana manufacturers will need to
pay their workers higher wages, and banana
traders will need to pay banana farmers
higher farm gate prices.

Promoting the consumption of sustainable
bananas in developing countries is also
important, as they are among the largest
producers and consumers of bananas. About
80% of bananas are consumed locally in
large producing countries such as India,
China, and Brazil (Banana Link, n.d.). India
produces and consumes 25% of bananas
worldwide, but very few produce VSS-
compliant bananas. This presents a major
opportunity to increase the demand for
bananas grown under sustainability standards.
Although Latin America produces the most
VSS-compliant bananas in the world, most
of this production is exported. Consequently,
increasing intraregional trade and demand for
VSS-compliant bananas represents important
opportunities to increase sustainable
consumption in this region. For instance, the
2020 Memorandum of Understanding on
Organic Products between Chile and Brazil
aims to facilitate Organic-certified produce
trade between the two nations (Willer &
Travni, 2022).
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Increasing VSS-compliant banana
consumption will require coordinated efforts
across supply chains. Retailers are particularly
important, as they directly influence
consumers by establishing consumption
options (Banana Link, 2021¢). Increasing
VSS-compliant banana consumption in
emerging markets will require concerted
consumer education campaigns and price
incentives. For instance, the Fairtrade
International campaign Behind the Peel
educates Canadian retailers and consumers
by sharing information on growing demands
for more sustainable bananas and stamping
bananas with informative messages such

as “Hazardous pesticides harm banana

workers and their communities” or “Women
have no protection from harassment on
banana plantations” (Behind the Peel, n.d.).
Similar campaigns could also be conducted
for VSS-compliant bananas in emerging
markets such as Brazil, China, or South
Africa. Furthermore, Community Supported
Agriculture programs present opportunities to
establish a consumer base for VSS-compliant
farmers by offering consumers subscriptions
to receive fresh produce boxes (including
bananas), usually at discounted prices
(Vancouver Farmers Markets, n.d.).

In 2019, the four largest banana companies
(Chiquita, Fyffes, Dole Food, and Fresh

Major banana buyers and traders, their sustainable sourcing commitments, and

progress in 2020

Chiquita

Fresh del Monte*

Dole

Fyfes

o 50 100

100% sustainable sourcing by 2022 «....... :

100% sustainable sourcing by 2025 «cceeee :

2,719,790.7

- 2,510,576

------ 100% sustainable sourcing by 2020
© 1,255,288
150 200 250 300

Tonnes (metric)

Sustainable consumption

B Conventional consumption  +eeee Sustainable sourcing commitment

* The company reports that 82% of their exported bananas and pineapples complied with VSSs in 2021, but
it is uncertain whether this % applies to each commodity.

Sources: Chiquita Brands, 2022; Del Monte International, 2021; Dole Food Company, Inc., 2020; Fyffes, 2021;
Mordor Intelligence, 2022; Rainforest Alliance, n.d; Reybanpac, n.d; United Nations Conference on Trade and
Development (UNCTAD), 2016. Due to data limitations, we have considered data from 2021 as a proxy to
illustrate the volumes of VSS-compliant bananas sourced by Fresh del Monte and Dole.
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del Monte) accounted for just over 40% of
global banana exports (Banana Link, n.d.).
According to our estimates, Chiquita sourced
2.7 Mt of bananas in 2020. Information
about the share of sustainably sourced
bananas for that year was only available for
bananas that comply with the Rainforest
Alliance standard, which accounted for
about 1 Mt (Rainforest Alliance, n.d.). In
2022, the company reports that its total land
is sustainably certified in compliance with
GLOBALG.A.P. and Rainforest Alliance
(Chiquita Brands, 2022). Fyffes, one of the
top banana companies serving the largest
share of the European market and the largest
importer of Fairtrade bananas for this market,
has fully disclosed sourcing volumes for
2020.They reported purchasing 1.25 Mt of
bananas in 2020—all of which was reportedly
sustainably sourced in compliance with VSS
such as GlobalG.A.P., Rainforest Alliance or
Fairtrade (Fyffes, 2021). Dole reports that
about 93% of bananas exported complied
with VSSs, mainly GLOBALG.A.P.,, in 2021
(Dole Food Company Inc., 2021), while
Fresh del Monte reports that 82% of their
exported bananas and pineapples complied
with VSSs in 2021 (Del Monte International,
2021).The banana sector is mostly vertically
integrated and highly competitive. This partly
explains why there is a general lack of full
transparency among large banana companies
regarding sourcing details, though it has
improved for some companies since our

last report (in 2020). Estimating the growth
potential for sustainably sourced bananas

is not possible, as sustainable sourcing
targets for the banana sector are not publicly
available. Nevertheless, we can estimate that

Banana prices and sustainability

if 100% of the four companies’ bananas were
obtained from VSS-compliant sources, based
on existing sourcing information, this could
represent between 9 Mt and 10 Mt.

Forecasting VSS-compliant banana
production can only be viewed as an
educated guess.3 Taking a more pessimistic
outlook weighs the short-term and slowing
VSS-compliant production growth trend
more heavily and sees that the presence of
VSSs would experience a steady increase

to approximately 14 Mt by 2025. A more
optimistic outlook weighs the increasing long-
term VSS-compliant production trend more
heavily and projects a more rapid increase to
more than 15 Mt by 2025. Several potential
futures exist between these outlooks, and
although VSS-compliant production is likely
to slow, we predict that it will reach 14.82

Mt by 2025 as consumer demand for more
healthy and sustainable products continues to
grow, motivating sustainable banana-sourcing
commitments. Consequently, we expect VSS-
compliant banana production to range from
14.29 Mt to 15.34 Mt by 2025.

3 Forecast based on the dataset included in Meier, C., et al, 2021 and thus, it excludes estimated volumes of

GlobalG.A.P.
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A Dive Into Banana Prices

Pricing is a key factor, as it can determine if
banana farmers and workers stand to gain
financially from complying with VSSs. Efforts
to shift the sector toward sustainability, such
as by implementing VSSs, are partly driven
by the goal of internalizing the external costs
associated with the industry. For example, the
external costs of bananas grown in Colombia,
Dominican Republic, Ecuador, and Peru

in 2017 were found to be USD 6.70 per
40-pound wholesale box versus USD 3.65
per 40-pound wholesale box for Fairtrade-
certified bananas with fewer detrimental
socio-ecological impacts (True Price, 2017).

Addressing external costs is particularly
difficult in the banana sector, as retailers keep
prices low so they can attract customers to
their stores, even going as far as incurring
losses (Fassler, 2019). Internalizing these
external costs for all bananas would

make VSS-compliant banana prices more
competitive compared to conventionally
grown bananas. Therefore, examining how
banana prices intersect with the sustainability
of the sector is paramount.

As with other commodities, banana pricing
follows supply and demand dynamics.
Slight changes in the supply of bananas and
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production efficiency, as well as changes

in consumer preferences over the seasons,
can cause significant price movements.
Economic factors such as the cost of inputs,
energy, freight contracts, and labour—
which are related to fossil fuel (mainly oil
price) variations—heavily influence the
market. Other factors, including changes in
international regulations or exchange rates in
producing countries against the U.S. dollar,
can also affect the cost and price structure

of the banana market (UNCTAD, 2016),
making the market highly dependent on
external factors that make it relatively difficult
to assess (Fresh Plaza, 2020).

The banana sector has been very sensitive

to the greater frequency of droughts, floods,
hurricanes, and other natural disasters

due to climate change that disrupt the
development of the banana plant cycle,
leading to yield losses and price swings
(UNCTAD, 2016). In 2019, for example, La
Nifia and El Nino, which caused heavy rains,
crimped banana yields in Ecuador (Fresh
Plaza, 2020). Adverse weather conditions

in 2016 and 2017 hampered production in
Cameroon, resulting in an 8% decline in
banana exports (Gebre & Rik, 2022), and, as
mentioned earlier, two destructive hurricanes
in late 2020 cut into banana production in
Guatemala and Honduras.

The COVID-19 pandemic and its effects on
the global economy caused some volatility

in banana prices in 2020. In Ecuador, for
instance, export prices almost halved, from
USD 0.65/kg in 2019 to an average price of
USD 0.33/kg in 2020 (FAOSTAT, 2023).
This decrease was likely due to the temporary
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closure of important sales channels,
specifically in the wholesale, food, and
tourism industries, that affected the entire
distribution chain. This resulted in excessive
supply in the global market, which caused

a marked drop in prices (Castro, 2021). In
addition, pandemic-related restrictions
affected global logistics in 2022. The absence
of containers and shipping space due to
congestion in major ports, especially in China,
has had a clear impact on banana sales in the
spot market (Banana Link, 2021a). Not only
was there a shortage of containers, longer
transit times, and irregularities in traffic, but
shipping rates also rose (He, 2022). This

has complicated the situation in the banana
industry, as the fruit needs to be ripened
based on a precise time schedule after
harvesting (Fresh Plaza, 2022b).

More recently, the conflict between Russia
and Ukraine that began in February 2022 has
taken a toll on the market, as both countries
together have historically accounted for about
10% of global banana imports (FAOSTAT,
2023), and Russia alone is the largest export
destination for Ecuadorian bananas, buying
20% of the country’s total exports (Cabezas,
2022). At the beginning of the crisis, Russian
importers cut their banana purchases and
asked Latin American exporters to reduce
the prices of banana boxes. Some importers
cancelled contracts and switched to spot
purchases, which are made at the market
value for immediate delivery and were
negotiated at lower prices than those specified
in contracts (Fresh Fruit Portal, 2021). In
addition, Russia was not receiving cargo ships
at its ports due to international transport
sanctions and temporary suspensions on all
cargo bookings to and from Russia by the
largest container shipping companies (Liakos,
2022), so Ecuadorian producers were stuck
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with large volumes of the fruit (Farrant,
2022). This backup caused oversupply and
price declines in world export markets
several times in 2022 (FAQO, 2022a). Going
forward, this may represent a change in the
global market dynamics, as Latin American
producers who used to export to Russia
and Ukraine are targeting other Asian
markets, including Japan and China, that
were served almost exclusively by banana-
exporting countries such as the Philippines
(Schockemohle, 2022).

Disruptions in the global economy and
markets, including the consequences of

the pandemic, the logistics crisis, and the
Russia—Ukraine conflict, coupled with the
global surge in inflation, have led to higher
costs across all inputs in the banana value
chain, from fertilizer to packaging materials
(Van Der Broek, 2022). This has put banana
producers under increasing financial pressure
(Fairtrade International, 2022a), as some

are accepting farm gate prices below the

cost of production, making it impossible to
maintain a decent livelihood, pay living wages,
and reinvest in their plantations (Campos
Malpartida, et al., 2022).

Indeed, major banana export-producing
countries in Latin America, the Caribbean,
West Africa, and India reported lower
production volumes in the first semester
of 2022 (Fresh Plaza, 2022e), as farmers
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stopped fertilizing due to the higher price of
inputs caused by increases in the prices of oil
and maritime freight (Fairtrade International,
2022a). For instance, Ecuadorian exporters
reported increases in freight charges of

USD 1.90 per box and in cardboard of

USD 1 per box. At the farm level, fertilizer
prices alone have climbed 45% in Ecuador
(Maxwell, 2021).

Other factors also influence farm gate prices
across banana-producing countries. These
factors include the type of market structure,
including the number of operators involved
in export operations, or if the bananas are
produced mainly for local consumption or
the international market. The integration

of actors along the value chain, the level of
institutional support, and the type of bananas
produced all influence the final price that
farmers obtain (Tumin & Shaharudin, 2019).
In exporting countries such as the Philippines,
farmers receive about USD 0.42/kg, and
those in Ecuador, Colombia, and Costa Rica
get about USD 0.45 USD/kg. In countries
producing for local consumption (such as
India or China), farmers receive around USD
0.70/kg, mostly due to government support
for farmers, such as through subsidies,

and higher consumption in local markets
(i.e., China) (Bloomberg News, 2019;
UNCTAD, 2016).

Latin America has a fragmented market
structure comprised of hundreds or even
thousands of small and medium-sized
producers and several operators involved
in the export operations, although in some
cases, a few companies control most of
the export flows (UNCTAD, 2016). In
East Africa, national banana chains are
characterized by many actors involved in
the commercialization of the fruit, such as

14  lISD.org/ssi

middlemen, who add little value and result

in only a small proportion of the final selling
retail price reaching farmers. This gives
farmers little incentive to invest in improving
production (Gebre & Rik, 2022). In addition,
many banana producers in the region are
struggling because they lack access to clean
planting materials, knowledge about pest and
disease management, methods to reduce post-
harvest losses, and ways to add value and
access new markets.

Banana producers are generally
disadvantaged in bargaining for higher prices
because the fruit is highly perishable, there

is a lack of local capacity to process or store
bananas, and farmers have a weak place in the
value chain (Gebre & Rik, 2016). In addition,
the flow of information along the chain is
limited, and smallholder farmers have little
access to alternative markets for their bananas.
Meanwhile, other actors, such as retailers

and wholesalers, have many connections

and marketing options across regions and
countries. In many countries, banana farmers
sell to local private traders who decide
unilaterally on market prices. Low prices paid
to smallholder banana farmers producing

for export in many countries threaten their
profitability, causing many of them to leave
the industry (Banana Link, 2019).
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Banana production is a competitive race

to the bottom for many producing and
exporting countries. This has led to low

farm gate prices, which are mainly caused

by the squeeze between downward price
pressure from buyers and rising production
and living costs. The mainstream global

trade industry is very concentrated, with few
vertically integrated multinationals (e.g., Dole,
Chiquita, Del Monte, Fyffes, and Compagnie
Fruitiére) that have historically held much of
the power in the supply chain, though this has
changed in recent years with the increasing
influence of large retailers from Europe

and North America. These multinational
companies own production sites, transport,
and ripening facilities and have their own
distribution networks (Evans & Ballen, 2022).
The highly competitive nature of the industry
does not allow adequate room for negotiation
in the face of rising costs, leaving producers
disadvantaged (FRUITROP, 2021a).

Retailers in major consuming countries in
North America and Europe (e.g., Walmart,
Aldi, Tesco, and Lidl) also play an important
role in dictating global banana prices, as
they have gained market power over the
years and often signal pricing through their
annual fixed price contracts. These contract
prices can affect efforts to impose a country’s
minimum prices on national-level regulation.
Aldi, one of the biggest supermarket chains
in the world and Europe’s top banana

buyer, is largely responsible for setting the
benchmark price for fresh bananas through
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weekly, then quarterly, and now their annual
announcement of fixed price contracts
(Haqqi, 2022). The so-called Aldi contract
has become the single largest in Europe and
therefore the “market-making” benchmark for
all other retailers in the region.

Bananas are one of the cheapest fruits in
stores. The supermarket price war in Europe,
particularly in Germany and the United
Kingdom, has driven down the retail price of
bananas, in many cases to the detriment of
producers (Morrison, 2021). Banana retail
prices in the European Union averaged USD
0.90/kg in 2020, down 5.3% from USD 0.95
in 2018. In 2022, Aldi increased banana
prices by USD 1.02/kg due to pressure

from Latin American banana producers

and exporters who denounced the fact that
production costs have risen while purchasing
prices have remained at the same level for
years (Fresh Fruit Portal, 2021).

Indeed, retail prices are usually low because
supermarkets use bananas as loss leaders in
their stores to attract customers, and they
negotiate lower prices from their suppliers
(Fairtrade International, 2022a). Even if large
retailers and supermarkets could guarantee
that they could buy more bananas over the
year to compensate for their lower contract
prices, the banana price war at the retail level
has put the whole industry under pressure
(UNCTAD, 2016), especially at the upstream
levels of the chain.
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Unlike other commodities, such as coffee or
cocoa, bananas are not processed along the
chain—only ripened. There is therefore little
opportunity to add value in the supply chain.
Farmers receive a farm gate price that should
cover their production, certification, and
organizational costs and provide them with

a profit margin. Farmer organizations also
assume logistical and organizational costs and
receive a cooperative gate price but often do
not make profits.

The banana value chain shows disparate
distribution. Research in banana markets
across 15 European countries found that the
biggest share of the value generated in the
international banana supply chain is usually
at the retail stage, as retailers capture about
40% of the final price value per kilogram

of the fruit (BASIC, 2015). In addition,
retailers enjoy significant buyer power and
are better protected against volatility, as
they can arrange procurement processes and
cancel contracts, switch between banana
suppliers, or start direct sourcing to secure
required volumes at competitive prices
(Banana Link, 2019).

Other stages, such as shipping, import, and
ripening processes, capture an average

of 40% of the final retail price, while the
production stage, including labour wages and
prices paid to farmers’ suppliers, captures
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around 20% of the final retail price. In
countries such as Costa Rica, Ecuador, and
the Dominican Republic, labour wages in
conventional banana chains represent, on
average, about 5% to 8% of the final retail
price, while banana producers receive about
12% of it (Afruibana, 2021; Banana Link,
2017; BASIC, 2015).

Value distribution across the banana supply
chain also differs among countries due to
export and import tariffs, retail prices, and
the level of centralization or organization of
banana producers. In most countries with a
fragmented structure comprising many small
and medium-sized producers operating in a
competitive environment, such as Colombia,
Costa Rica, and Ecuador, producers receive
about 15% of the final retail price, and
workers in conventional banana plantations
may earn from 5% to 9 % of the price paid
by end consumers for the fruit (Tumin &
Shaharudin, 2019; UNCTAD, 2016). In
others with more oligopolistic and centralized
market structures, such as Cameroon, the
production stage (including producers

and workers) receives about 26% of the

final retail price, which is 30% above the
industry average (BASIC, 2015). This is
because Cameroon has centralized all their
production and export capacities, which

are operated by a few units, reducing the
number of intermediaries (UNCTAD, 2016).
However, this does not necessarily mean that,
in absolute numbers, farmers in centralized
market structures receive higher prices and
incomes than those in more competitive
market environments, as this also depends
on variables such as production costs
(Afruibana, 2021).

Small producers are typically the most
vulnerable in conventional chains, as they
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have little or no power to influence the
market price of bananas (Banana Link,
2019)—and far less than in VSS-compliant
export chains such as Fairtrade International,
where minimum prices apply for all origins.
Also, most banana farmers have limited scope
for negotiating their prices or finding other
buyers when market conditions change, for
instance, when orders are cancelled on short
notice. In addition, the wages of workers and
the prices that farmers receive are two of

the few variable costs along the value chain
that firms adjust in response to variations in
export prices (Banana Link, 2019). Farmers
and workers then bear the highest risks and
pressure when prices are low.

VSSs in the banana sector are adopting
measures that aim to ensure that banana
farmers and workers are better remunerated.
Since the early 2000s, Fairtrade International
has implemented minimum prices

and premiums differentiated between
conventional and organic bananas and by
country of origin. In 2021 the standard set

a base wage for plantation workers. While
Rainforest Alliance has not yet implemented
minimum prices or fixed premiums for
bananas sold under its scheme, it began
efforts to create better remunerative models
for farmers by establishing a mandatory
“sustainability differential” in January 2023
(Rainforest Alliance, 2021).

Banana prices and sustainability

As of December 2022, prices for conventional
bananas at the free on board (FOB) level
under Fairtrade International terms ranged
from USD 10 to USD 12.70 per 18.14

kg box, while Fairtrade—Organic bananas
ranged from USD 12.80 to USD 14.90 per
box, depending on the producing country.
For instance, banana growers in African,
Caribbean, and Pacific countries received
around USD 11.60/box for conventional
Fairtrade bananas and USD 14.35/box

for Fairtrade—Organic bananas, while
Ecuadorian farmers got about USD 10.05/
box and USD 12.85/box for Fairtrade
conventional and Fairtrade—Organic bananas,
respectively (Fairtrade International, 2022c).
In September 2022, Fairtrade International
announced it was raising the minimum price
for bananas to counter the effects of higher
export costs and global fluctuations in the
market. Price increases are expected that
range from USD 0.40/kg to USD 1/kg

for both conventional and Fairtrade—Organic
banana producers for contracts with
producers as of January 1, 2023, depending
on the type of banana produced and country
of origin (Fairtrade International, 2022c).

In the Fairtrade International model,
premiums are also paid on top of the
minimum or the selling price. These

are supposed to cover production costs,
certification fees, training and extension
services, and investment in farming
operations. Fairtrade International provides
a premium of USD 1/box for conventional or
organic bananas in all producing countries
that are not distinguished based on origin
or quality (Fairtrade International, 2022c).
This premium seeks to cover the cost of
sustainable production and is generally
restricted to investment in the producers’
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Average producer banana prices in major export countries (FOB), Fairtrade
Minimum Price (FTMP) and premiums and Organic (FOB), and average import prices in
the United States and Europe in 2021 (USD/kg)
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Note: FOT = free on truck

Sources: Authors’ elaboration based on data from FAOSTAT, 2022; Fairtrade International, 2022d; Fresh
Plaza, 2022c; Philippines Statistics Authority, 2021; World Bank, 2023.

business, livelihood, and community
(Fairtrade International, 2021a).

As mentioned above, Rainforest Alliance has
also introduced a new system of sustainability
differentials for banana producers that came
into effect in January 2023 for new contracts.
This differential is not fixed, and the intention
is that this payment recognizes the efforts

of and specific activities undertaken by the
producer to meet the farm requirements

of the Sustainable Agriculture Standard
(Rainforest Alliance, 2021). It remains to be

seen how banana buyers will be encouraged
to pay this differential.

To better illustrate the differences between
conventional and VSS-compliant prices in

the export market, Figure 5 showcases the
average producer prices (FOB) in the five
major banana-exporting countries (Ecuador,
Costa Rica, the Philippines, Guatemala, and
Colombia) for conventional bananas in 2021
and the average prices paid by VSSs such as
Fairtrade and Organic (FOB) in the same
countries, based on available data.* The figure

4 Minimum prices and premiums for Fairtrade International that were valid until December 2022.
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also shows average prices paid at the import

level in the United States and Europe> (FOT).

It should be noted that farmers receive a
portion of the FOB price and that these are
average prices that do not reflect the reality of
all banana farmers.

According to our analysis and the data
shown in Figure 5, banana producers

in major exporting countries associated
with at least one VSS, such as Fairtrade

or certified Organic, may have received
substantially higher prices in 2021 than
those selling conventional bananas. Also,
they were more protected from external
market disruptions, which can affect price
negotiations and contracts in conventional
banana chains. Figure 5 indicates that prices
for VSS-compliant bananas in 2021 may have
been more than 60% higher than those for
conventional bananas.

Figure 5 also shows that average prices
received by farmers in major exporting
countries increased with double certification
of Fairtrade and Organic, with a price of
more than double the conventional average
price. This represents about USD 0.60/

kg more. The figure also illustrates that the
average price for Fairtrade—Organic bananas
is almost the same as the average import
price in the United States, which is low but
has grown at a CAGR of 4.25% from 2012
to 2021, while average import prices in
Europe have decreased by a CAGR of 1.6%
in the same period (World Bank, 2023). This
reflects how exported bananas have become
cheaper to import from Europe and the
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market pressure to maintain low prices across
the value chain.

While Organic-certified bananas registered
lower average prices than Fairtrade and
Fairtrade—Organic bananas, they were

still significantly higher than the average
conventional prices received by producers in
major exporting countries in 2021 (more than
60%). It is also important to note that when
the relevant market price for bananas, or the
negotiated price, is higher than the Fairtrade
minimum price, then at least the market price
or the negotiated price must be paid, plus the
mandatory premium (Fairtrade International,
2022c¢). This means that Fairtrade- and
Fairtrade—Organic-compliant farmers in
major exporting countries such as Costa
Rica, Ecuador, and the Philippines may have
received higher prices for their bananas than
conventional farmers when selling bananas as
Fairtrade and Fairtrade—Organic compliant
in 2021. As mentioned above, it is very likely
that most bananas destined for the exported
markets comply with at least one VSS.

For farmers and workers on banana
plantations, the effects of participation in
VSSs on prices and incomes are mixed,
though it appears that farmers who adopt
VSSs tend to receive better monetary and
in-kind incentives than non-certified farmers
and may earn higher prices when growing
bananas that comply with certified Organic
or Fairtrade International schemes. Higher
economic returns tend to increase when
farmers comply with higher-quality standards
and production levels, while economic
returns for smallholders producing low-

5 This refers to the average world price of bananas sold in the United States/U.S. import price and bananas sold in
Europe (FOT) based on data from the World Bank Commodity Price (The Pink Sheet) (World Bank, 2023),

adjusted to inflation.
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quality and lower-volume bananas are more
limited (Oya et al., 2017).

A 2015 economic analysis of Organic and
conventional bananas in Ecuador shows that
even when organic farming delivers lower
yields than conventional farming, farmers
associated with Organic certification may
increase their economic returns and obtain
more than 7% higher prices than growers of
conventional bananas (though impacts on
farmers’ incomes are not reported). It also
shows that additional benefits of Organic
certification in the banana value chain include
lower impacts from price volatility on farmers’
incomes and less use of external inputs such
as fertilizer, energy, and pesticides, which
reduced production costs. In addition, the
price premiums received by farmers generally
offset the extra costs linked to adopting the
standard (Castro et al., 2015).

A study by Wageningen University in 2019
found that workers at Fairtrade-certified
banana plantations in Colombia received
slightly higher average wages, as well as better
monetary and in-kind benefits, such as paid
leave and holidays and financial support for
educational costs and training, than workers
on non-certified plantations. This may be due
to better working conditions, such as better
contracting terms (Beekman et al., 2018).
Research by True Price in 2017 shows that
VSS prices and premiums in banana chains
directly benefit small producers in terms of
investments in productivity at the farm level.
For instance, the premium received by Latin
American producers selling Fairtrade bananas
goes mainly to productivity investments,
ranging from USD 95/ha a year in Ecuador
to USD 225/ha a year in Colombia. Investing
the premium in productivity interventions
can also result in higher production,
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revenues, and net farm income, which in
turn can be used to structurally increase
household income and the wages of workers
(True Price, 2017).

Still, there are worries that VSSs’ prices,
particularly Fairtrade International minimum
prices, are often reported to be insufficient

to cover production costs even when they
exceed the conventional market price. This is
because inflation has affected the real value of
the minimum prices offered, and the standard
has failed to adjust its minimum prices and
premiums to reflect this (Oya et al., 2017). As
prices have been squeezed and production
costs have risen, many believe the minimum
price is not enough to support higher farm
gate prices, especially considering the costs
associated with becoming VSS certified
(Askew, 2020).

In response to those concerns, Fairtrade
International has adjusted its minimum
prices and premiums for conventional and
organic bananas to cover the rising costs

of inputs and high inflation, effective as of
January 1, 2023, which represents an increase
of 4.5% of the price paid at farm level and

an average extra 15% of the price producers
receive from exporting their bananas directly.
Fairtrade International is also working

on publishing the costs of key inputs and
services needed for banana production in
each producing country, and the standard
supports living wage models and differentials.
It aims to provide more transparency in
prices and costs in the banana sector and
improve farmers’ bargaining power (Fairtrade
International, 2022b).

Fairtrade International’s base wage for
banana plantation workers is the only VSS-
created initiative in the sector that puts such a
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wage in place. It came into effect in July 2021
and aims to benefit workers on Fairtrade-
certified banana estates and make significant
strides toward a sustainable living wage. The
initiative seeks to ensure that all Fairtrade
banana workers receive at least 70% of the
take-home pay—or the pay received after
taxes and obligations are deducted—mneeded
to achieve a living income as identified by
the Global Living Wage Coalition in each
banana-producing country. This implies
wage increases of up to 15% for all Fairtrade
banana plantation workers, who will receive
the base wage stipulated by Fairtrade
International, even if the legal minimum
wage in the country of operation is lower
(Fairtrade International, 2021b). For example,
Nicaraguan banana workers associated with
Fairtrade International will earn at least NIO
5,141 (USD 141) a month, which is 46%
higher than the legal national minimum wage
(Fairtrade International, 2021c¢).

In addition to initiatives implemented by
VSSs to increase prices and sustainability
differentials and advocate for a fair value
distribution along the chain, a few producing
and exporting countries have taken steps to
protect the competitiveness of their banana
export market, as well as some initiatives

Banana prices and sustainability

from buyers and retailers supporting direct
trade relationships or increasing the prices
farmers receive.

For instance, Ecuador and Costa Rica

have established minimum price references
to try to guarantee producers’ minimum
revenue from banana farming. In Ecuador,
the Ministry of Agriculture and Livestock
dictates the average minimum support price
for banana cartons, which in 2022 averaged
USD 6.25/box of 41.5 1b to 43 1b. Reinforcing
this has been difficult, however, as it has

been reported that banana producers do

not always get the set price because some
exporters were not paying the minimum
prices (AgroEcuadorTV, 2022; Poggio, 2017).
Producers in the country were also pushing
for a revaluation of this price up to USD 7.50
to cover the structural increase in production
costs and stricter quality and sustainability
requirements from retail buyers, especially

in the European Union and the United
Kingdom (Banana Link, 2020a; FRUITROP,
2021a). However, this initiative might also
discourage banana buyers and importers
from purchasing bananas from the country.
More recently, in May 2022, the Ecuadorian
government announced a plan to provide
subsidies to help small banana producers
affected by the economic crisis caused by

the conflict between Russia and Ukraine and
farmers who have been hit by Black Sigatoka
disease (Fresh Plaza, 2022c).
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As part of the revision of customs
arrangements on the European banana
market, production aid has been set up for
zones deemed to be losing competitiveness
due to the opening of the market. This

has translated into trade policies, such as
differentiated access for selected banana-
producing countries and key import markets
enjoying preferential quota-free and duty-
free access. This was the case with the
implementation of the Banana Accompanying
Measures, a financial package of EUR 190
million (approximately USD 203 million) in
funds adopted by the European Commission
in 2010 to improve the competitiveness of
the banana sector, and its diversification for
certain countries in the African, Caribbean,
and Pacific Group of States (ACP) that were
not benefiting from the same economies

of scale as Latin American producers
(Afruibana, 2021; UNCTAD, 2016). Even if
some countries, such as Cameroon, managed
to improve workers’ social conditions,

create new plantations, build capacity, and
expand organic production systems, these
mechanisms proved to be insufficient

to offset the competitive disadvantage

of ACP producers. Furthermore, their
implementation was complex, with the
disbursement of payments often delayed,
which made it difficult to take full advantage
of the measures. Indeed, these measures
ended in 2020, though some countries
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received extensions to finalize their projects
by the end of 2022 (Afruibana, 2021).

Additionally, several producing countries
benefit from preferential tariff duties on most
of the imports from the European Union,
including bananas, as several bilateral trade
agreements have been signed since 2013. As
an example, bananas imported from Central
America (except for Belize), Colombia, and
Peru paid a reduced tariff rate of EUR
75/tonne in 2020 under the European
Union—Central American and the European
Union—Andean agreements. One important
development in trade policy was the accession
of Ecuador to the European Union—-Andean
agreement, which took effect in January 2017
and granted the country the preferential tariff
of EUR 75/tonne. That tariff is significantly
lower than the most favoured nation tariff
according to the World Trade Organization
schedule of concessions that Ecuador was
paying to the European Union before its
accession to the agreement (EUR 114/
tonne) (FAO, 2020).

A few retailers and banana buyers in major
consuming countries have acknowledged the
need to increase prices paid to farmers and
workers after 2 years of criticism by seven
Latin American and Caribbean exporting
country industry associations united as the
LatAm Banana Industry Task Force. As
already mentioned, European retailer Aldi
raised the price paid for bananas in 2022 as
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part of its effort to commit to pricing that
covers the costs of sustainable production,
largely as a result of advocacy work. In
addition, Fyffes, Europe’s biggest fruit trader,
is investing in a project in collaboration with
the Global Living Wage Coalition to identify
living wage gaps for its own operations and
most of its suppliers (IDH Sustainable Trade,
2018). Banana producers and associations
see this as a good start toward paying prices
that allow producers in Africa and Latin
America to continue to supply quality and
sustainably grown bananas. However, there
are worries that these initiatives, although
valuable, are not sufficient to cover the rising
costs of production and inputs. More recently,
in March 2023, nine major retailers in the
United Kingdom joined forces to commit

to closing the living wage gap for banana
workers in their international supply chains
by 2027 (IDH Sustainable Trade, 2023). It

is still important to see how the initiative
evolves; however, other retailers in major
consuming countries in Europe and North
America should emulate and pursue efforts to
close the living income and living wages gaps
while offering higher price differentials for
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more sustainable bananas (Afruibana, 2021;
Banana Link, 2022; Maxwell, 2021).

Some buyers are actively promoting

better trade relations in the banana sector.
Companies such as Equifruit and Organics
Unlimited in North America are establishing
commitments to ethical fruit sourcing

and providing fairer prices to farmers
through direct contracts. They sell Organic
and Fairtrade bananas and have direct
relationships with farmers’ cooperatives and
associations in producing countries such as
Peru and Ecuador while also working with
their customers to establish fair contract
prices for bananas (Equifruit, n.d.). Others,
such as Earl’s Organic Produce, are paying
about 10% more for the Organic bananas
they buy by sourcing directly from grower
cooperatives in Mexico and Ecuador. Many
companies implementing direct trade
practices believe that conventional bananas,
but especially VSS-compliant bananas, are
typically sold well below where they should
be. For instance, organic bananas should be
sold at retail for at least USD 1.29 a pound to
reflect banana farmers’ costs and investments
(Organic Produce Network, 2022a).

A Way Forward: What is needed to build a more
sustainable banana chain?

Despite the efforts of VSSs; governments

in producing, exporting, and consuming
countries; and the private sector to
implement minimum prices and work toward
providing better remunerative prices and
premiums to banana farmers, issues that are
embedded in the global economy and the
banana international market structures still

greatly affect prices upstream in the chain.
These include market concentration and
asymmetrical power relations among traders,
buyers and retailers, and producers, as well as
competition among producing countries.

In this context, all the links in the value
chain—including governments in producing
and consuming countries, private sector
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actors, and VSSs—should consider some
measures to make banana value chains
fairer, promote a better distribution of value,
increase farm gate prices, and mitigate the

effects of external shocks on farmers’ incomes.

These measures include the following.

Retailers can make better commitments
to pay banana prices that reflect
increased costs of production and
establish long-term partnerships with
producers. Given their increasing market
power and influence, retailers in big markets
such as Europe, North America, and Asia
should invest in the banana companies that
supply them. As the banana industry faces
disease, climate change, low profitability,
and other risks, retailers can work toward
implementing purchasing models that
secure their supply by raising prices for
farmers; helping them to transition to more
sustainable growing practices, including
those that are compliant with VSSs; opening
dialogues with their value chain actors;

and investing in banana plantations and
communities to improve their resilience and
prosperity (Galindo, 2022).

Direct trade mechanisms and shifting toward
better contracting terms can protect prices
for both buyers and farmers and prevent
buyers from withdrawing from a contract if
market conditions or prices change, leaving
producers with unsold, perishable bananas.
Contracts can also state the price paid for
VSS-compliant bananas. They should be built
in a way that covers both buyer and seller
risk. Longer-term partnerships that support
farmers and guarantee quality and supply

to buyers could be better established—for

example, with long-term contracts of 3
years or more instead of 1-year contracts
(BASIC, 2015).

Shared responsibility strategy across
the value chain can bring monetary
incentives for sustainable growing
practices, living incomes, and living
wages. Even when retailers in major
importing countries in Europe and North
America make ambitious commitments
in terms of paying living wages and living
incomes to workers and farmers in their
banana supply chains and join multiple
initiatives to advocate for more inclusive
processes based on solidarity and shared
responsibility between all supply chain actors,
there is still a long way to go to reach this
shared responsibility.

It is important that retailers engage in pre-
competitive collaboration® models to adjust
banana prices to reflect the weight of the
surge in production and logistics costs for
banana farmers. They should cooperate

in bearing the burden of inflation and the
costs of adopting quality and sustainability
standards that are required in developed
markets. Indeed, European retailers often
demand certification and other quality
requirements, but efforts and willingness are
needed to adequately compensate farmers
who are dealing with the costs of producing
more sustainable bananas (El Universo, 2022;
Potts et al., 2014). Given that the European
Union is committed to supporting more
sustainable value chains and food systems,
there is a call for consistency, as requests
should not add financial constraints and
burdens on farmers, while the downstream

6 Pre-competitive collaboration allows a group of competing companies to come together to develop a solution for a

problem they all share and from which none of them would gain a competitive advantage.
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stages of the chain seek ways to compete with
low prices in the market (Fresh Plaza, 2022a).

Some retailers are advancing on this. For
instance, Lidl pledges provide better
remuneration for workers in Cote d’Ivoire
at VSS-compliant banana plantations. Along
with other mass retailers in Europe, Lidl is
working to define a plan to spread the cost
of raising wages throughout the value chain.
Meetings will be held in 2023 (Fresh Plaza,
2022d). These are intentions for the time
being, and we will need to see how they play
out in practice.

Buyers, retailers, and governments can

adopt policies and programs to reward
banana farmers who use more sustainable
agricultural practices that yield positive
results, such as biodiversity conservation,
watershed protection, or carbon sequestration.
VSSs and other non-governmental
organizations can help coordinate and
monitor these results, while governments and
private sector actors can provide monetary
incentives. For instance, Costa Rica already
has a well-established system for payment

for ecosystem services, and VSS-compliant
banana producers in the country may be

able to receive payments for maintaining
agroforestry systems (Bellamy Sanderson,
2013). In addition, Germany has partnered
with the Global Nature Fund and the Lake
Constance Foundation to establish a payment
for ecosystem services model to finance
structures of biological connectivity in areas
of intense production in the banana sectors
of Costa Rica and the Dominican Republic
(Global Nature Fund & Lake Constance
Foundation, 2019), which could benefit VSS-
compliant producers. These examples could
be used to design rewarding mechanisms
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that match living income and living wage
benchmarks for farmers and workers.

Governments in major producing and
consuming countries can play a bigger
role in helping farmers implement
more sustainable growing practices

and increase price transparency. This
can be done by technology transfer and
capacity building. It is expensive to develop
and apply technologies for sustainable
farming, so a strong public role will remain
necessary to support research and diffusion
of knowledge among farmers, especially
poorer ones (Castro et al., 2015). In addition,
governments should consider policies to help
banana farmers transition to VSS-compliant
practices by offering financial incentives; tax
reductions; access to credit, such as loans

to support organic farming; insurance; and
better access to certification for farmers.
Government agencies in charge of the
development of the banana sector must also
inform farmers about best practices on soil
and integrated pest management, irrigation
techniques, and processing of the fruit to help
them in this transition.

Major banana-producing countries, in
cooperation with other value chain actors
such as importing countries and retailers,
should provide up-to-date information
to farmers about minimum and market
prices across different countries and
value distribution. Greater transparency
will allow producers to compare and
improve their sustainable production
practices and their economic conditions
and make informed decisions to access
markets and better negotiate prices
(Deutsche Gesellschaft fiir Internationale
Zusammenarbeit GmbH, 2021).
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It is also important to leverage regional
networks and associations (e.g., worker
unions, consultative councils for trade
agreements, and local ombudsmen) to
advocate for higher producer prices in the
face of pushback from European and North
American buyers and retailers. The power
dynamics of the industry must be rebalanced
to give producers and workers a stronger
voice. Instead of major retailers in developed
countries defining prices, Latin American
and African countries could unite to push
for higher minimum prices for farmers and

advocate for price transparency in the market.

For instance, through the Latin American
and Caribbean Network of Small Fair Trade
Banana Producers, countries that normally
compete could unite to better define prices
for bananas (Fresh Plaza, 2022a). Countries
are building on this effort by joining and
participating in multistakeholder frameworks
such as Afruibana, the Trade Union, and the
World Banana Forum, where actors in the
global banana supply chain work to achieve
consensus on best practices for sustainable
production, prices, and trade (FAO, n.d.).

VSSs can also define minimum prices,
wages, and premiums for compliant
farmers that help establish living
incomes and living wages in the sector.
Standards in the banana sector can do more
to improve conditions for farmers associated
with their schemes. This can include adopting
higher minimum price floors across the board
and minimum wages based on living wage
references for workers on banana plantations,
as well as demanding and establishing more
transparency mechanisms surrounding prices
paid directly to farmers. While Fairtrade
International recently increased its minimum
banana prices, it is unclear if the new prices
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and accompanying premiums account for

the significant rise in production costs

and reflect the benefits of adopting more
sustainable growing practices. To implement
new reference prices, VSSs could consider an
index price adjustment for inflation, as well as
the social and environmental cost savings of
adopting VSS-compliant practices. Also, with
the support of other actors, including buyers
and producing countries, they can work
toward establishing benchmarks to define
living income reference prices, as they have
done in other agricultural commodity sectors,
such as cocoa and coffee.

Adding value through local processing
and boosting regional markets for VSS-
compliant bananas could increase local
consumption. Strengthening local and
regional VSS-compliant banana value chains
can add value and promote employment and
development in banana-producing countries.
For instance, there is great potential to use
banana biomass as a renewable resource or to
produce organic fertilizers; to recycle banana
agricultural wastes to produce paper and
fibre composites; and for banana constituents
to be processed and used as natural food
preservatives and food thickeners (Padam

et al., 2014). These alternative uses could
become an additional source of revenue for
farmers. Governments and VSSs can support
these initiatives by launching pilot projects in
selected regions or countries and providing
monetary or in-kind incentives to farmers
willing to engage and add value to the local
banana industry.

It is also important to boost the local
consumption of sustainable bananas in
producing and developing countries. Doing
this requires increased awareness of the
importance of consuming fruits on a regular
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basis and educating consumers on the fruit’s
true price, including all costs associated
with producing healthier and pesticide-

free food, while making sure that growers
are compensated. Promotional campaigns
can feature VSS-compliant bananas in
supermarkets on dates such as Earth Day
and promote them as healthy snacks at the
beginning of the New Year and during the
back-to-school season (Bareuther, 2022).

In addition, processing VSS-compliant
bananas into other food products such as
baby food, flour, milk, condiments, juice,
and chips could be very beneficial and
increase demand for local bananas in some
producing countries. In Africa, for instance,
the emerging middle class means these
products may meet various market demands,
as they are distinct from the usual supply
(Afruibana, 2021).

Banana prices and sustainability

Building more sustainable and resilient
banana production systems is essential. It
requires industry actors, including VSSs, to
coordinate and implement effective measures
to support farmers adopting more sustainable
practices and ensure they are rewarded

fairly. These measures include targeting price
transparency; increasing financial rewards for
farmers; improving contract terms; ensuring
the fair distribution of costs that have not
been included in the banana pricing structure,
such as investments made to keep plantations
free from pests and diseases; better access to
certification; and implementing best farming
practices. These measures, along with better
and more transparent trade relationships, can
make a difference to farmers’ livelihoods.
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The Sustainable Commodities Marketplace Series provides a market performance overview
and outlook for key agricultural commodities that comply with a number of voluntary
sustainability standards (VSSs), focusing on global sustainable consumption and production.
Each year, the series focuses on a different overarching theme, with individual reports for
that year devoted to providing a market update for a chosen commodity. These reports

are designed to be accessible and relevant for a range of audiences, including supply chain
decision makers, procurement officers, policy-makers, and producers. The series builds on
The State of Sustainable Markets 2021, a joint publication from IISD, the International Trade
Center (ITC), and the Research Institute of Organic Agriculture (FiBL), which examines over a
dozen sustainability standards for various commodities.

The Global Market Report analyzes trends in banana production, consumption, trade flows,
and other relevant areas. It uses 2019 data for banana production that is VSS-compliant,
given that this was the most current data available when we conducted the analysis.

The report also examines prices and margins in the banana sector, looking at how VSSs
contribute to increasing farm prices. It also provides recommendations to VSSs and other
actors to increase the price and income that farmers obtain for their bananas and build
sustainable and resilient banana systems.

IISD’s State of Sustainability Initiatives advances sustainable and inclusive value chains
by providing credible and solutions-oriented research, dialogue, and strategic advice for
decision-makers about voluntary sustainability standards and other supportive initiatives.
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