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Bananas are the most important traded fruits Looking at production and trade figures at a country

in the world in terms of export value. level, the largest producing and exporting countries
in 2017 were spread out across geographic regions,
with Ecuador at USD 3 billion, Costa Rica at USD
1.1 billion, and the Philippines at USD 1 billion.3

Meanwhile, the largest importing countries that year

Bananas are among the most traded fruits in the world.
In 2017 alone, 22.7 million tonnes of bananas, excluding
plantains, were traded, representing almost 20% of
global production that year. The value of this trade was

worth USD 11 billion, which is higher than the export
value of any other exported fruit.1-3,9 While Asia is the

largest banana-producing region, Latin America and the
Caribbean is the largest exporting region, responsible for

approximately 80% of global exports.4 The retail value
of the sector was estimated to be worth between USD
20 billion and 25 billion in 2016, providing livelihoods

were the United States (USD 2.5 billion), Belgium
(USD 1.4 billion), and Russia (USD 1.1 billion).3
Despite these high figures, it is worth noting that the
banana trade balance (export—import) overall has
fluctuated significantly during the 2015-2018 period,
registering oversupply in some years and shortages in
others, normally in the range of 1 million to 2 million

to millions of smallholder farmers and p]antation tonnes in either direction.3.8:% This fluctuation is due

workers around the world.>:¢ In Africa alone, bananas largely to the seasonality in banana demand and climate-
are a source of income and jobs for more than 70 related production challenges, such as severe floods,

million people.” cooler temperatures, and mudslides. These

VSS-compliant bananas accounted for at least 7% of total banana production in 2016.

Figure 1. Bananas that comply with voluntary sustainability standards (VSSs) accounted for at least 7%
of total banana production in 201634
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Note:VSS-compliant production volumes refer to bananas produced in compliance with one or more VSSs. Conventional production volumes do not comply with any
existing VSSs. Production volumes that are defined as potentially VSS-compliant cannot be definitively listed in either category with the data currently available.



Figure 2. VSS-compliant banana production
volumes in 201634*
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weather-related events and trends have affected some of
the largest exporting countries in Latin America and the
Caribbean, such as Colombia, Costa Rica, Guatemala,
and Honduras.10-12

Aside from these developments, the spread of the recently
emerged Tropical Race 4 strain of the fungal disease
Fusarium wilt in banana plantations is also threatening
production volumes in the main growing regions and
remains a situation to monitor closely.13:14 Despite

these production challenges, the Food and Agriculture
Organization of the United Nations estimates that
banana exports will overtake imports in 2019 due to the
expansion of production capacities in certain countries,
including Ecuador, Panama, and the Philippines.48

Bananas are largely consumed domestically in producing
countries, where they provide a substantial source

of nutrition and food security for more than 400

million people.® They are the staple food for millions

of people and are considered the world’s preferred

fruit, given that they provide an affordable source of
energy, vitamins, and potassium.!5-17 They are also a
major export product; the Cavendish variety is the most
commercialized type of banana, proving to be better

suited to international trade than other varieties since it
is more resistant to physical shocks in transport. Indeed,
the particular transport challenges involving bananas
are important to consider; their perishability means that
bananas must be packed in boxes for export, shipped

in refrigerated containers, and artificially ripened with
ethylene before being transported to retailers and
wholesalers.18 These steps, while important for trading
bananas, contribute to greenhouse gas emissions.

The increased uptake of voluntary sustainability
standards (VSSs) in the banana sector is another
important development to watch, especially given the
pace of this uptake in recent years. In 2016, 7% of
banana production was VSS-compliant—a notable
development given that these standards were almost
nonexistent in the sector about a decade ago.34 That
same year, 1% of production was potentially VSS-
compliant, while conventional banana production
accounted for 92% of the market.

Looking at future projections, the market advisory
firm Mordor Intelligence predicts that the sector will
experience a compound annual growth rate (CAGR)
of 1.21% in consumption from 2019 to 2024, reaching
a global consumption volume of 136 million tonnes by
2025, compared to 116.2 million tonnes in 2017.19, 20
This projected growth is primarily driven by increasing
demand in producing countries, particularly in the
Asia-Pacific region, which currently accounts for 61%
of global consumption, led by India, China, and the
Philippines.16:20 This growth in projected demand will
be underpinned by population growth in developing
countries, the availability of domestically grown
bananas, improvements in per capita incomes, and
associated shifts in diets related to health benefits and
awareness.16:20 The consumption of local bananas

in many African countries is also notable, such as in
Uganda, Rwanda, and Cameroon. In those countries,
per capita consumption can reach over 200 kg per
year, especially in rural areas where the tropical fruit
can provide up to 25% of a person’s daily caloric
intake.16,21 Bananas are also becoming increasingly
popular in Europe and North America, with consumers
increasingly looking for healthier options, such as
bananas and other tropical fruits, to replace products
containing refined sugar.4.16

Despite the predicted increase in demand, the banana
sector faces important supply challenges that need to
be addressed to meet this estimated market growth.



Moreover, some of these problems also affect farmer
livelihoods, which is an essential consideration.
Producing bananas has become a race to the bottom,
and establishing a living wage for banana farmers and
workers is both urgent and crucial.18:22 Farm gate
prices, which is the price paid to the farmer at the
farm and does not consider transport cost to the point
of export, have remained mostly unchanged over the
past decades, while the prices for raw material inputs
have fluctuated, putting significant pressure on farmer
revenues. 16,27 According to the United Kingdom-based
non-profit Banana Link, “[on] average, workers only
earn between 5 and 9 per cent of the total value of
bananas, while retailers manage to capture between 36
and 43 per cent.”?3 An additional USD 1.20 per 18.14
kg banana box, which retails for a loss at USD 14 per
box, could provide producers and workers with better
wages to alleviate poverty while having little impact on
consumers.22,24-26

The wage situation reflects the sector’s control by a

few large multinational companies and retailers, which
strive to provide customers with lower prices.2:6,27
These companies, which include Del Monte, Fyffe’s,
Dole, and Chiquita, control entire supply chains and
have little need for advertising, making price the main
competitive factor for capturing market share.2? Another
factor affecting market prices is the move in recent
years by large supermarket chains in the United States
and Europe to purchase bananas directly from small
wholesalers or growers. This trend also reflects the fierce
competition between retailers, particularly in European
countries such as Germany and the United Kingdom,
who are cutting banana prices to attract customers,
even though the low prices affect farmers, workers, and,
eventually, the entire economy of producing countries.28

Some countries are taking policy action to address

low farm gate prices and provide greater certainty to
farmers. For example, the Government of Ecuador, the
leading banana exporting country, annually establishes
minimum reference farm gate and Free On Board
(FOB) prices for a box of bananas, which accounted in
2018 for USD 6.2 per 41.5-43-pound box and USD
8.01 per box, respectively.29 FOB price is the price
paid for a box of bananas at the point of export before
it is shipped to importing countries. This price covers
the price paid to the farmer plus export costs. While
the intervention of the government aims to guarantee
a decent price for farmers, some exporters argue

that, by setting these reference prices, Ecuador loses

LIVELIHOODS

400 million people consume bananas as a source of
nutrition and food security.

70 million people generate revenue from bananas
in Africa.

competitiveness against other countries with lower prices,
thus influencing the total volume of bananas exported.4?
Clearly, efforts are needed from the industry as a whole,
especially in main producing countries, for consistent
intervention to raise the bar of the price paid to the
farmer across the board.

The banana sector is also facing a race against time, as
resistant varieties are being sought to combat Fusarium
wilt, which wiped out the Gros Michel variety in the
1960s and is now threatening the Cavendish with its new
Tropical Race 4 strain. As noted previously, the latter

is the main variety of banana cultivated and exported
worldwide, accounting for around 47% of global
production.2:16,19,30 A genetically modified Cavendish
resistant to the Tropical Race 4 strain has recently been
discovered, though questions remain over the cost of
implementation and concerns in many quarters over the
long-term effects of genetically modified crops.14,19,30
Besides this ominous prospect, the sector still faces other
challenges to sustainable production, such as the impacts
of climate change on crop yields; excessive pesticide use,
which can pollute freshwater sources used in banana
cultivation; and labour rights infractions.2,31,32
Indeed, climate change is expected to lead to declining

MARKET VALUE

Over USD 2.4 billion in VSS-compliant bananas based
on 2016 banana producer prices.

CAGR 2008-2016

Conventional production is up by 0.71%
while VSS production is up by 43.11%.

BANANA PRODUCTION IN LHDCs

12% of total bananas produced

2% of VSS-compliant bananas produced
based on 2016 data



Figure 3. Major banana-consuming companies, their sustainable sourcing commitments and related data

Chiquita* |4

Dole Food Company [

Fresh Del Monte Produce [

100% sustainable sourcing by year not found

2,959.474.54

2,504,170.76

100% sustainable sourcing by year not found

2,731,822.65

100% sustainable sourcing by 2020

Fyffes** 1,365911.33

i

In 2017, Fyffes’ estimated total banana
export volume was 1,365911.33 tonnes, of

Bonita Banana 2

(Noboa Group) IE 455,303.78

(o]

000'000T
000'000°C

Metric Tonnes

which an unknown amount was sustainably
sourced. Their goal is to reach 100% by 2020.

000'000°¢

Conventional Consumption
(tonnes, 2017)

Sustainable Sourcing
Commitment (% and year)

yields in the largest banana-producing countries, such
as India, Brazil, Colombia, Costa Rica, Guatemala,
Panama, and the Philippines, which could lead to a
demand-supply imbalance in the years to come.33

VSS-compliant banana exports can be traced as far
back as 1996, when small quantities of Organic bananas
were shipped to the United States and Canada.35
Fairtrade bananas were exported to the Netherlands,
Denmark, and Belgium the next year.35> VSS-compliant
banana production, which at first primarily came from
smallholders, expanded significantly at the turn of the
century, as large plantations owned by Dole, Fyfte, and
Chiquita became certified.35 Today, VSSs continue to
play an important role in helping to address the sector’s
sustainability challenges, since the criteria embedded in
each standard, which certified plantations and producers
need to comply with, encourage the improvement

of agricultural practices. These criteria include soil
conservation measures that can enhance crop yields and
the resilience of banana plantations to climate change,
the definition of minimum and living wages for workers,
and the application of integrated pest management
measures. The external costs of conventional banana
production, such as insufficient wages for small
producers and workers and social security for workers,
land occupation, greenhouse gas emissions, and water
scarcity, are typically borne by society. These costs were
estimated in 2017 to be USD 6.70 per 18.14-kg box.
By comparison, the external cost of Fairtrade-produced
bananas was estimated to be USD 3.70 per box—a
significant difference that demonstrates the reduced
adverse impacts from VSS-compliant production. These
findings highlight the potential for VSSs to lower and
internalize societal costs in the banana sector, as they
work to provide hired workers and small producers with
sufficient wages, income, and social security.3% They also
play a crucial role in preventing environmental damage,



Figure 4. Distribution of banana production in the top 15 producing countries in 201634455253
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natural habitat losses, excessive pesticide use, water
depletion, and climate change impacts.36

Nevertheless, the adoption of VSSs in the banana sector
does not always result in clear sustainability benefits. For
instance, an insect and bird diversity study conducted in
banana farms in Costa Rica found that, while Rainforest
Alliance-certified plantations resulted in lower insect
diversity compared to non-Rainforest Alliance banana
plantations, both types of plantations yielded lower
results than organic farms, which showed higher

insect diversity.37 Greater insect biodiversity might be
related to less pesticide and fertilizer use, and, in turn,
it provides beneficial ecosystem services to banana
plantations that could improve farm productivity, such

as biological control of pests.37

The prospects for VSS growth in the sector are
promising. Compared to conventionally produced
bananas, the production of VSS-compliant bananas
has grown significantly faster in recent years. Bananas
experienced a production CAGR of 43% from 2008 to

2016, accounting for at least 7% of banana production
overall.34 Rainforest Alliance, Fairtrade, and Organic
are the main VSSs in the banana sector when ranked by
production size. In 2016, at least 8 million tonnes was
VSS-compliant, with bananas valued at approximately
USD 2.4 billion.34:38 This value is derived from the
average producer prices per country, as reported by

the Food and Agriculture Organization of the United
Nations, which is then applied to the volume of VSS-
compliant bananas produced per country.34:38 The
majority of VSS-compliant production, at nearly 95%,
comes from Latin America, led by Guatemala, Colombia,
and Costa Rica, with some important volumes coming
from the Philippines and Cote d’Ivoire.34

On the demand side, most VSS-compliant bananas
that are produced are sold and marketed as such. In
2012, more than 80% of VSS-compliant bananas that
were produced were sold as such in the market.3! This
dynamic is quite different than other sectors, such

as coffee and tea, where mismatches between VSS-


https://www.iisd.org/sites/default/files/publications/ssi-global-market-map-banana.pdf

compliant production and sales can be significant.31,50,51
The five largest banana companies are responsible

for approximately 44% of total bananas traded, or an
estimated 10 million tonnes in 2017. Chiquita, Del
Monte, and Fyffes have all made commitments to

grow only sustainable bananas. However, based on our
research, it is unclear when they plan to achieve this
objective or if they have made any progress in doing

so. Chiquita reports an increase in the share of organic
bananas produced versus total volume, going from 1.6%
in 2011 to0 5.8% in 2016.39

Based on the sourcing commitments of these three
companies and assessing them against estimated
information on their traded volumes, it is expected
that a total of 7 million tonnes of VSS-compliant
bananas will be annually exported in the future, but
the timeline remains unknown. The leading buyers’
sourcing commitments are driven mainly by end-
consumer preferences to purchase more sustainable
and healthy products. This is especially apparent in
the more affluent countries in North America and
Europe, where consumers are more aware of the social
and environmental issues associated with banana
production and are willing to pay a premium for VSS-
compliant products. Over the last two decades, the
consumption of Fairtrade and Organic bananas has
increased considerably, capturing approximately 10%
of the market in these regions.27 According to the
United Nations Conference on Trade and Development
(UNCTAD), sales of Fairtrade bananas have risen

in Europe. The United Kingdom is leading the way,
as its retailers are increasingly committed to selling
Fairtrade bananas.2? Organic and Fairtrade banana
sales have also risen in Belgium and the Netherlands,
while organic bananas have captured approximately
10% of the market in the United States, with retail sale
volumes increasing by 17.5% in 2017 relative to 2016
figures.40; 41 Awareness-raising efforts are needed to
expand demand among price-conscious consumers so
they can become familiar with the potential benefits
of consuming VSS-compliant bananas, given that they
are often more expensive compared to conventionally
produced bananas.4!

The growth of VSS-compliant bananas is based on
boosting demand from importing countries, as well

as banana-growing countries. As noted previously,

the total production of VSS-compliant bananas
represented almost 36% of total banana exports in
2016, indicating that there is room for VSS-compliant
producers to capture more of the banana export market.
It is reasonable to assume that the majority of VSS-
compliant bananas are exported to meet the demand
of more wealthy consumers, who are demanding more
sustainably grown bananas. Furthermore, building
demand in producing countries represents a significant
growth opportunity for VSS-compliant bananas, since
they are mostly grown for domestic consumption.

Another core consideration in assessing opportunities
for expanding VSS-compliant production in the sector—
along with the potential sustainability benefits this
could generate—is the human development level of
banana-producing countries, as assessed by the Human
Development Index (HDI). Out of 130 banana-growing
countries in 2016, 27 were countries that are classified
in the HDI as Low Human Development Countries
(LHDCs). However, only three of these produced
VSS-compliant bananas. These LHDCs produced
approximately 12% of total bananas grown in 2016

and 2% of the total VSS-compliant bananas produced
worldwide that same year.

Moreover, despite experiencing growth in
conventionally produced bananas, some LHDCs saw a
decline in their VSS-compliant banana production. The
already-limited VSS-compliant banana production in
Mozambique, Rwanda, and Togo dropped to zero from
2008 to 2016.34 Rainforest Alliance had the largest
volumes of bananas coming from LHDCs in 2016,
followed by Organic.34

These observations indicate that expanding VSS compliance
i LHDCs might be challenging, and there 1s the risk of
setbacks. However, this expansion could result in important
sustainable development benefits via the adoption of more
sustainable farming practices, such as reducing pesticide

use and preventing deforestation. It can also lead to more
equitable sharing of wealth across the banana supply chain.!8

Growing demand for VSS-compliant bananas will
require moving into the larger banana-growing countries



Figure 5. Trade flows of the largest banana-producing countries in 2016, in tonnes
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based in Asia and Latin America, where domestic
consumption is mostly made up of conventionally
grown bananas. India could provide good prospects

for boosting VSS-compliant banana demand, given its
status as the largest banana producer, by far, and with
its growing middle class demanding healthier and more
sustainable products.42 This could eventually include
bananas.42 In fact, none of the 29 million tonnes of
Indian bananas produced in 2016, which accounted
for 26% of total global banana production, were VSS-

compliant. This suggests that India is a good candidate
for expanding its production of VSS-compliant
bananas.34:43:44 According to our analysis based on 2016
data, after India and based on their total banana output
and the existing presence of VSSs, China, Indonesia,
Brazil, and the Philippines offer the best prospects for
expanding VSS-compliant banana production.

The overall contribution of LHDCs to global banana
production remains small, relative to the largest banana
producers. In terms of the opportunities for expanding



VSS-compliant banana production in LHDCs and

the potential for maximizing sustainable development
outcomes, we looked at the countries that show the most
potential for growth given their share of total banana
production, the presence of VSSs, and their HDI value.
These are Tanzania and Rwanda, followed by Papua
New Guinea, Burundi, and Sudan, according to our
analysis based on 2016 figures.38:45 Of course, positive
development outcomes through the expansion of VSSs
can also take place in the largest banana-producing
countries, as noted previously with the examples of India,
China, and Indonesia.4>

Nevertheless, efforts to boost demand for VSS-compliant
bananas in producing countries need to consider the
important livelihood and food security role that bananas
can have and, thus, the need for VSS-compliant bananas
to be cost-effective and affordable for local populations.
After wheat, maize, and rice, the banana is the fourth
most important staple crop (this figure includes
plantains). This status is especially true in LHDC s,
where bananas are mostly grown by smallholders for
subsistence purposes or for sale in local and regional
markets.2>46 In addition to food security concerns,

efforts to provide better wages to hired labour and
smallholders in the banana sector remain important.18

Despite the product’s popularity and successes to date,
the banana sector faces some formidable challenges,
which will require coordinated responses by the
stakeholders in its supply chains.47 The World Banana
Forum was established as a multistakeholder platform
that brings together public and private sector actors,
as well as civil society and others, to work together
toward more sustainable banana production and trade.
VSSs also play an important role in moving the sector
toward sustainability and convening stakeholders
across the banana sector to address these challenges.
Nevertheless, these standards will need to be more
accessible for plantations and smallholders to expand
global VSS-compliant banana production, particularly
in LHDCs and in producing countries where the
largest sustainability gains in the sector can be attained.
Platforms like the World Banana Forum can help
define mechanisms and alternatives to lower the cost
of third-party verification and/or certification that can
support the growth of VSS-compliant production and
consumption of bananas in leading producing countries
and LHDC:s.
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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 2018: Statistics and Emerging Trends, 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.

This Global Market Report analyzes recent trends in banana production, consumption, trade
flows, and other relevant areas. The report also emphasizes the potential for expanding
VSS-compliant production in Low Human Development Countries (LHDCs), given factors
such as share of global banana production, VSS presence, and Human Development Index
(HDI) value. It uses 2016 data across all three factors, given that this is the latest year with
data available for VSS-compliant bananas when conducting the analysis. By comparing the
growth rates and patterns of standard-compliant versus conventional consumption and
production of banana, this report provides insights on how sustainable and conventional
markets are performing at a global level, along with highlighting which countries have the
potential to produce more VSS-compliant banana crops.

The State of Sustainability Initiatives (SSI) is an international transparency and capacity-
building project that aims to improve strategic planning and sustainable development
outcomes related to VSSs. It does so by providing in-depth, credible, and needs-based
information on VSS characteristics, market performance, and potential contributions to
addressing development challenges.

©2020 The International Institute for Sustainable Development

Published by the International Institute for Sustainable Development. In collaboration with ITC and Fibl
Q" International °

Head Office / & Trade F I B L

111 Lombard Avenue, Suite 325 Tel: +1 (204) 958-7700 ‘ ‘ Centre

Winnipeg, Manitoba Website: www.iisd.org

Canada R3B 0T4 Twitter: @IISD_news
With the support of the Swedish government

(ONUSD  iisdorg AT




