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T he change in the rules governing the supply of 
the European Union, the largest import and 

consumer market in the world, has modelled and 
will continue to model for many years international 
trade in terms of flow, economic stakeholders, sup-
ply zones, the distribution of value-added among 
stakeholders, etc. Beyond the economic aspect, 
bananas are also a highly political subject. The ba-
nana is both the most-traded tropical fruit in the 
world and also a sector that has tested—sometimes 
extremely unwillingly—all the procedures of the 
settlement of differences of the former GATT and 
the WTO. The subject has exhausted all possibili-
ties for action and the dossier is marooned in an 
unusual legal no-man’s-land. Bananas are thus not 
just a world market estimated to total about 16 mil-
lion metric tonnes. They also form a formidable 
political terrain in which different views of what in-
ternational trade should be and its role in economic 
development affront each other. 

Very schematically, the international dessert ba-
nana market is divided into a few large import 
zones: the EU is in the lead with consumption at 5.2 
million tonnes, followed by the United States and 
Canada (4.1 million tonnes between them), Russia 
and Eastern Europe (excluding EU countries) with 
1.5 million tonnes, Asia including Japan (2.1 million) 
and numerous individual markets that can be 
grouped geographically, such as the Mediterranean 
market (0.7 million), the Middle East (0.3 million) 
and Latin America (0.8 million). As regards sources, 
geographical origins are fairly concentrated, with 
46% of supply from Central America, 30% from 
South America, 15% from Asia and 3% from Africa. 
European production is some 600 000 to 700 000 
tonnes, all of which is sold in the European Union. 

Only the EU draws its supplies from such a broad 
diversity of sources, together with its own produc-

tion in the Caribbean, the Canary Islands and Ma-
deira. Indeed, in addition to the classic dollar origins 
(Ecuador, Colombia, Costa Rica, etc.), it imports 
bananas from many ACP countries in Africa 
(Cameroon, Côte d’Ivoire, Ghana), the Caribbean 
(Dominican Republic, St Lucia, Dominica, etc.) and 
other ACP states (Surinam and Belize). The United 
States is supplied entirely by imports from central 
and South America. Only bananas from Ecuador 
are sold in Russia and Japan imports this fruit from 
the Philippines alone. It should be noted that ba-
nana is a very internationalised fruit. Indeed, 22% 
of Cavendish type dessert bananas is traded inter-
nationally; this is 15.5 million tonnes of the total 71 
million tonnes produced. 

In addition to this classic structuring via supply and 
demand, it can be noted schematically that on the 
one side there are supporters of a free, untram-
melled market in which the most competitive, best 
organised or strongest parties gain market shares, 
and, on the other side of the chess board, those 
who defend the idea that the large commodities 
markets should contribute to making international 
trade fairer by conserving a position for each type 
of source or organisation in a vision of trade that 
would serve economic development in a large 
range of supplier countries. The latter view was 
dominant in the setting up of the Common Market 
Organisation of Banana (CMOB) by the EU in 1993. 
At the time, the system included quotas by source, 
customs dues differentiated by type of supplier and 
aid for European production. Finally, the CMOB 
made it possible to keep a balance between the 
different types of source (ACP, dollar and European 
production) and conserved existing trade organisa-
tion while allowing it to evolve. The movement of 
market shares by type of supplier and the immense 
peaceful restructuring of the import and ripening 
chains were proof of this. However, the CMOB of 
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the mid-2000s was fairly different to that initially 
decided on 1 July 1993. The 'unravelling' took place 
with the various reforms that the EU was obliged to 
implement, whether these, like continuous strong 
headwinds, came from outside (USA, Ecuador, 
etc.) or from within (from Germany for example). 
The implementation of the 'tariff only' reform of 
1 January 2006 was finally just the last, definitive 
act of a process that had started in 1993 and that 
led the European market to adopt the dogmas of a 
deregulated market. The EU market is now man-
aged by means of differentiated, degressive cus-
toms tariffs: zero for the ACP countries and €176 
per tonne for the other sources in 2006, with a low 
point set for the moment at €114 per tonne in 2018. 
European producers benefit from unlimited access 
to their domestic markets and a programme of aid 
(POSEI) with funding of some €280 million. Reform 
has taken place here too. In 2006, compensatory 
aid for loss of income was changed into aid partly 
decoupled from volume and the price fetched on 
the market. European production covers some 10 
to 12% of consumption in EU-27. 

 

The effects of the switch 
to a tariff only regime? 

The reform of the CMOB resulted in very strong 
restructuring of the international market. The Ameri-
can and European markets took different and even 
opposing routes from 2006 onwards. Five years 
later, the American market is performing well. All 
the indicators are green. Customs values and the 
information provided by Sopisco (spot bananas at 
the green stage) both indicate increasing produce 
value at the import stage. The spot import price 
increased by 5% in 2011 in comparison with 2010 
and even set a new all-time record of USD16.5 per 
box (current dollars). The spot price doubled from 
2004 to 2011. The increase is so strong that there 
is no point in checking whether inflation in the US 
accounts for the rise in prices. There is clearly an 

unprecedented increase in value on the US banana 
market. The upward movement started in 2008 in 
the middle of the commodities crisis. American op-
erators succeeded in persuading retail distributors 
that the purchase price should be increased to 
cover their increased cost prices. One might have 
thought that it would be a short-lived phenomenon, 
with the decrease in tension in commodities from 
mid-2008 automatically causing a fall in contract 
prices and spot prices. But this was without allow-
ing for the structure of the market and the imperious 
need of the multinationals to obtain in the US what 
they could not succeed in Europe, that is to say a 
sufficiently large margin. The most astonishing fea-
ture is that consumption has increased. Imports 
during the last twelve-month period for which the 
figures are known (November 2010 to October 
2011) totalled 4,156,000 tonnes in comparison with 
4,087,000 tonnes a year earlier. When exports of 
515,400 tonnes—mainly to Canada—are deducted, 
net supply is seen to have increased by 2% to a 
record 3,641,000 tonnes. And what happened to 
retail prices? Defying all the laws of classic eco-
nomics, they even increased by 5% to USD1.35 per 
kg (provisional figure) in 2011. It should be remem-
bered that retail prices rose by nearly 20% from 
2007 to 2008, accompanying the increase in green 
prices.  

It has to be observed that another banana world is 
possible, at least at the import and retail distribution 
stage. Organisation and regulation can add value to 
a market. The United States obtained from the mar-
ket and its operators what it used regulations to 
forbid for Europeans. It remains to be known 
whether Latin American suppliers are satisfied with 
this 'new deal', because not everybody can gain 
access to American markets. This is no doubt 
where the American neo-classical vision of things 
stops! However, some facts are clear nonetheless. 
The sources organised around the large world ex-
porters or very strongly contractualised are opting 
to ship their fruits to the United States at the mo-
ment. But Ecuador, with the largest reserves of spot 
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bananas in the world, is turning to the Russia and 
the EU. In the first ten months of 2011 it sold 7% 
more bananas (+ 71 000 tonnes) in the EU, while 
reducing its presence in the United States by 10% 
(- 81 000 tonnes). 

 

The EU in free fall 

The situation is much more contrasted in the Euro-
pean market, which now seems to be hyper-
sensitive to the world banana context. In a way, the 
CMOB had partially cushioned the volatility of the 
sector. It is difficult to demonstrate this feeling 
shared by all operators, both upstream and down-
stream, using an analysis consisting of figures. In-
deed, the curve of the German benchmark prices 
(German import price – second and third brands as 
reference – source: CIRAD) is fairly stable. The 
2011 import price was €12.9 per box, that is to say 
the same as in 2010 and also the 2007-2010 aver-
age. A collapse is sought. But as in all analyses, 
the devil is to be found in the details. First, it can be 
seen that world supply has never been normal 
since 2006. Often serious climatic events reduced 
production capacity in dollar zones, ACP producer 
countries and EU production areas. Meteorological 
phenomena played a regulating rule, replacing that 
played by the CMOB before 2006. In economics, it 
cannot be considered that a price that remains sta-
ble over such a long period is good for the sector as 
reflection in constant euros changes the result. In-
deed, even if inflation in the EU was small, it was 
significant over a 5-year period. Current prices in 
France since 2006 display average growth of 0.8% 
and a fall of 0.7% per year in constant euros. Fi-
nally, the value of a kilo of bananas at the import 
stage in France fell by 7% in constant terms! 

Finally, if a decrease in returns is observed, costs 
should also be observed. Here again there is an 
accumulation of bad news. The 'production' cost 
indicator developed by CIRAD shows an increase 

from index 100 in 2006 to 126 in 2011 (provisional 
figure); this is not far from the record 133 attained in 
2008. At the same time, the banana import price 
index for France rose from 100 to 106 (in current 
prices). In plain terms, value-added is decreasing in 
the sector. Operators are squeezed between falling 
returns and increasing production costs. Once 
again, supermarkets will be accused of intercepting 
this decrease in value at the upstream stage in the 
sector. This analysis is also counter-intuitive. The 
hypothesis is refuted by an examination of retail 
prices. They have remained stable overall in current 
euros in the EU and have thus fallen in constant 
euros. It is thus easy to conclude that the whole 
sector, everybody together, has destroyed value-
added. 

 

Everything about 
cost competitiveness 

And the movement of exchange rates has not re-
versed the trend. In supplier countries whose cur-
rencies are weak against the euro, such as Costa 
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Rica and Colombia, in 'dollarised' economies such 
as Ecuador, the exchange rate effect is a powerful 
remedy for falling sales prices and increased pro-
duction costs. Although this might seem—but only 
in certain respects—a benediction for America, it is 
a curse for Africa. The advantage is cancelled out 
for a West African producer tied to the euro. These 
producers are also being hit head-on by the de-
crease in value on the European market, which is 
practically their sole export destination. 

In contrast, as the import customs dues for their 
bananas are paid in euros, the cost for Latin Ameri-
can producers increases when their currencies lose 
value. The scheduled decrease in euros tariffs is 
not always followed by an equivalent decrease in 
dollars or local currency. For example, the strong 
appreciation of the euro in 2011 cancelled out the 
decrease in customs dues. This being said, what is 
true today in exchange rates is no longer true to-
morrow. Exchange rates are an exogenous factor 
with regard to the banana sector. The decrease in 
the euro against the dollar since the end of 2011 
has hit the competitiveness of dollar bananas 
somewhat and given a breathing space to compet-
ing suppliers. The respite was short-lived as the 
euro started to appreciate again in January.  

To be competitive or cease to exist! This is clearly 
more of a statement than a question. But navigation 
is difficult among the production costs in each 
source country, the movements of prices of raw 
materials, exchange rates and decreasing customs 
tariffs. The subject is also delicate as the differ-
ences in competitiveness between countries 
are great. Indeed, how can one compare the costs 
of a family grower in Machala and those of a planta-
tion managed by a multinational corporation? How 
can the freight costs or unit prices of inputs for 
a small growers' cooperative be compared with 

those of a company with thousands of hectares of 
banana? To further the discussion, CIRAD 
has used figures from professional and official 
sources to compare the FOB (European port) 
prices from Ecuador (source: Ministry of Agricul-
ture) and Africa (calculations using survey data), 
varied the euro/dollar exchange rate and finally 
applied the falling EU customs tariffs as laid down 
in the Geneva Accord. 

The conclusion is very clear. With the customs tariff 
applied in 2012 (€136 per tonne) and with an ex-
change rate of USD1.3 to 1.4 to €1, the competi-
tiveness levels are equivalent in the two zones. The 
decrease in the customs tariff will therefore be dev-
astating for ACP sources, for all community produc-
tion areas and even for certain dollar producers. It 
is true that European producers have a substantial 
aid plan (POSEI), but this will not be sufficient if the 
situation in the banana sector continues to worsen. 
For ACP producers, sector support (Banana Ac-
companying Measures for 10 ACP countries with 
an allocation of €190 million) should therefore be 
devoted entirely to improving competitiveness and 
increasing value-added. 

Attention should also be paid to producers of fair 
trade and/or organic bananas as both of these mar-
kets are threatened by a very rapid increase in the 
quantities available world-wide. Supply of fair trade 
bananas is increasing as a result of a certification 
policy that extends the benefits of the label to large 
plantations. It remains to be seen whether demand 
in Europe is lively enough to take the surplus with-
out weighing on selling prices. In addition, the fair 
trade and organic movement has strongly encour-
aged large operators to positively increase social 
impacts on the populations of production zones 
while reducing the environmental costs of export 
banana production. Private labels and certification 
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systems have therefore blossomed, doubtless con-
tributing to make a certain improvement to the envi-
ronmental and social aspects of banana. However, 
they have reduced the market potential for existing 
labels such as that of fair trade. The example of the 
organic banana market is edifying in this respect. 
Supply is increasing strongly, driven by retail dis-
tributors who wish to shift the fruit out of the spe-
cialised department and make it available to the 
largest number of shoppers possible, thus causing 
a tendency for a price convergence between or-
ganic and conventional bananas. If the example of 
organic bananas reveals the ongoing process there 
is reason for concern. Thus some production 
sources and especially certain ACP producers in 
the Caribbean, who also have to face an increase 
in agricultural constraints with the arrival and 
spread of Black Sigatoka disease, must make a 
difficult choice as regards reconversion. The prob-
lem is that the search for an economic sector to 
which these producers could turn is still in progress. 

 

Increase value and 
distribute it better 

These reflections centred on the notion of sustain-
ability are very beneficial for the sector and the cor-
responding initiatives taken by the WBF are essen-
tial. Even if the ongoing work will make it possible 
to examine the details, it is already possible to esti-
mate the distribution of value along the chain. As in 
the case of production cost, variations from one 
chain to another are considerable. On the basis of 
experience in Ecuador, a farm worker receives 3 to 
4% of the total value of the chain. Let us imagine a 
world in which this share were to be increased to 

5%. The worker's wages would increase by 30% 
and his life would change, while the retail price 
would increase by only €0.02 per kg! This calcula-
tion might well seem too theoretical, simplistic and 
imperfect as the issues are not just wages but also 
the working and living conditions of the first players 
in the sector. But the calculation is useful nonethe-
less so that everybody can see that the road to be 
travelled is perhaps not as long and complicated as 
all that. It will be even shorter when everyone has 
understood that on the one hand it is possible to 
halt the worsening of value-added and even to in-
crease it, and on the other hand distribution can be 
somewhat fairer. If not, there is still 'something rot-
ten in the state of Denmark'  
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Introduction 

Any analysis of the history of the global banana 
business is not complete without an acknowledge-
ment of the impact the specialized reefer vessel 
has had on the evolution and form of the banana 
trades. With such seismic changes taking place all 
along the banana supply chain, never has the rela-
tionship between the product and the mode of 
its transportation to market been so important to 
appreciate. 

The modern reefer vessel was designed and built 
principally for the transportation of bananas, the 
world’s fifth most-traded agricultural commodity 
after cereals, sugar, coffee and cocoa. Between the 
1960s when bananas were first bulk shipped in 
boxes (as opposed to stem-hung below-deck) and 
2010, control of the mode of shipping was as much 
a source of competitive advantage for the banana 
companies who dominated the global banana trade 
as was ownership of banana plantations at source 
and management of the ripening centres in major 
markets. All the banana multi-nationals were initially 
fully vertically integrated: Chiquita, Dole, Del Monte, 
Fyffes, Noboa, JFC, Sorus, Sunway, Sumifru, La-
panday, Unifrutti and Compagnie Fruitiere have all either owned or chartered the reefer vessels that 

shipped the majority of their bananas from source 
to market. 

However since 2000 and particularly since the de-
regulation of the EU banana market in 2006 there 
have been some significant changes to the archi-
tecture of the banana supply chains and, as a con-
sequence, how the trade is conducted. Firstly, com-
mercial and/or political pressures obliged Dole, Chi-
quita and Fyffes to divest production in Latin Amer-
ica. Commercial pressure was also the reason for 
all three to arrange sale/leaseback agreements on 
part or all of their reefer fleets. 

Secondly several of the major European retailers 
have signaled their intention of circumventing the 
‘traditional’ supply chain models (buying from the 
brands) and sourcing direct from producers. 

The reefer revolution 
and its impact on the banana trade 

(with specific reference to Ecuador) 
 
 
 
Richard Bright 
Reefer Trends 
info@reefertrends.com 
www.reefertrends.com 
 

Year Million cbft Number of 
vessels 

2000 293.9 873 
2001 292.8 863 
2002 290.7 855 
2003 288.8 846 
2004 284.5 832 
2005 279.1 815 
2006 277.9 809 
2007 277.1 806 
2008 276.1 804 
2009 265.7 773 
2010 253.7 743 
2011 241.4 709 

Reefer fleet profile 

Reefer vessel demolition 

Year Number of vessels 

1992 11 
1993 46 
1994 25 
1995 14 
1996 14 
1997 11 
1998 19 
1999 46 
2000 22 
2001 12 
2002 11 
2003 17 
2004 18 
2005 7 
2006 6 
2007 8 
2008 35 
2009 35 
2010 38 
2011 52 
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Containers and container lines 

However it is the extraordinary growth in the con-
tainership fleet coupled with the concomitant in-
crease in investment in competitive reefer container 
capacity that has, without doubt, had the most dra-
matic direct and indirect impact on the structure of 
the global banana trade. This expansion has simul-
taneously questioned the long-term viability of the 
specialized reefer ship and is the principal reason 
for the shrinkage of the specialized reefer fleet. 

But an analysis of the changes in numerical terms 
alone is too simplistic: there are other specific fac-
tors that led to the reefer mode being developed 
and utilized for bananas than the port-to-port leg of 
the supply chain: the reefer vessel’s size and shal-
low draught allowed it access to small ports close to 
banana production. Technically, the vessel’s ability 
to quickly cool and then maintain cargo temperature 
obviated the need for investment in independent 
quayside infrastructure and cold storage. 

The majority of specialized reefer vessels currently 
trading were built for speed at a time when the cost 
of bunker fuel was a fraction of what it is today. A 
banana could (and still can) be picked in Ecuador 
shipped through the Panama Canal and across the 
Atlantic and arrive in Antwerp, the world’s largest 
banana port, within 14 days. With such a limited 
shelf life, the quicker the banana arrives at its desti-
nation port, the greater the flexibility the marketer/
distributor has to optimize customer service and 
therefore pricing. 

There have been a number of changes that have 
eroded the historical competitive advantage held by 
the specialized reefer over the container ship – 
some as a result of the growth in the global econ-
omy and some as a result of action taken by the 
lines. Because as well as having sufficient slot and 
reefer box capacity to challenge the hegemony 
of the reefer for the first time the container lines 
have also addressed the technical aspects of the 
supply chain at which they have historically been at 
a disadvantage. 

Containership fleet development 
('000 TEU) 

Year Newbuilds Scrap Fleet 
2006 1 384  29  9 472  
2007 1 366  33  10 805  
2008 1 380  86  12 099  
2009 961  351  12 919  
2010 1 379  131  14 167  
2011 1 263  50  15 380  
2012 1 371  60  16 691  
2013 1 364  75  17 980  

Source: Drewry Maritime Research  

Banana — Summary of container shipment trends 
from Ecuador (sum of FFE from January to September)   

 Destinations  2009 2010 2011  Var.  
2009-10  

Var.  
2010-11  

Russia  7 003  18 772  31 928  + 168% + 70% 
USA 25 220  26 565  23 714  + 5% - 11% 
Chile 5 198  6 084  8 799  + 17% + 45% 
Argentina 5 802  6 248  5 088  + 8% - 19% 
Turkey  32  493  4 628  + 1 441% + 839% 
Netherlands 4 133  4 027  4 171  - 3% + 4% 
Germany 1 934  2 172  3 648  + 12% + 68% 
Italy  4 436  3 334  3 637  - 25% + 9% 
Belgium  2 719  1 755  2 912  - 35% + 66% 
UK 1 963  2 584  2 331  + 32% - 10% 
Japan  2 524  1 939  1 382  - 23% - 29% 
Slovenia  36  146  1 233  + 306% + 745% 
Lithuania  356  636  1 120  + 79% + 76% 
Others 3 658  8 209  10 794  + 124% + 31% 
Total  65 014  82 964  105 384  + 28% + 27% 

Carriers 2009 2010 2011  Var.  
2009-10  

Var.  
2010-11  

Maersk 15 745  22 737  30 522  + 44% + 3% 
MSC 514  7 360  26 009  + 1 332% + 253% 
Dole 20 161  19 484  14 384  - 3% - 26% 
CSAV 4 460  7 043  6 412  + 58% - 9% 
Ecuador Shipping 4 557  4 296  4 491  - 6% + 5% 
Hamburg Sud 2 621  3 340  3 942  + 27% + 18% 
CMA CGM 854  1 945  3 478  + 128% + 79% 
GWF 1 944  3 192  3 291  + 64% + 3% 
APL 1 791  2 633  2 638  + 47% 0% 
CCNI 1 648  2 343  2 495  + 42% + 6% 
Network Shipping 3 324  2 834  1 516  - 15% - 47% 
Hapag Lloyd 812  1 196  1 429  + 47% + 19% 
NYK 1 832  1 441  910  - 21% - 37% 
Baltic Shipping 827  551  864  - 33% + 57% 
Others 3 924  2 569  3 004  - 35% + 17% 
Total 65 014  82 964  105 384  + 28% + 27% 

Shippers 2009 2010 2011  Var.  
2009-10  

Var.  
2010-11  

Dole 18 915  18 639  18 174  - 1% - 2% 
Bonanza - JFC 3 097  7 455  15 670  + 141% + 110% 
Banex Group 1 508  7 702  9 356  + 411% + 21% 
Favorita 7 840  9 738  7 890  + 24% - 19% 
Noboa 6 592  6 725  5 562  + 2% - 17% 
Nelfrance 4 208  3 277  4 815  - 22% + 47% 
Soprisa 680  885  2 774  + 30% + 213% 
Brundicorpi 1 399  2 674  2 131  + 91% - 20% 
Forza 261  1 507  1 942  + 477% + 29% 
Proneban -    242  1 920  -  + 693% 
Ribaki 1 627  1 679  1 702  + 3%  + 1% 
Tecniagrex 21  565  1 686  + 2 590%  + 198% 
Frutadeli 60  690  1 477  + 1 050%  + 114% 
Palmar 1 400  878  1 434  - 37%  + 63% 
Others 17 406  20 308  28 851  + 17%  + 42% 
Total 65 014  82 964  105 384  + 28%  + 27% 
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Maersk Line was the first to offer a direct transat-
lantic banana service from Guayaquil, Ecuador (to 
St Petersburg, Russia) in February 2009. This was 
followed by its direct Ecumed service into the east-
ern Mediterranean and the Black Sea in November 
2011. Container lines MSC and CSAV also now 
offer a direct ‘reefer-heavy’ service from Ecuador 
into northern Europe. 

Secondly, despite reported low overall load factors 
and a slight speed disadvantage, the container 
lines can compete on cost with the specialized 
reefer services because they are so much more 
fuel-efficient. The modern generation of container 
vessels has been designed with a priority focus on 
size and fuel-economy, not speed. The reefer ves-
sels that have built since the turn of the millenium 
are certainly more fuel efficient but cannot compete 
on a unit-cost basis (i.e. cost per banana box) with 
vessels eight to ten times their size. 

Thirdly there have been significant advances in the 
performance and reliability of the reefer container, 
which combined with greater emphasis on service 
quality for the reefer trades has led to a marked 
reduction in the ratio of claims against the container 
lines by cargo interests. Most recently the develop-
ment of the low-cost StarCare modified atmosphere 
solution also enables the reefer containers to carry 
bananas over longer distances. Maersk Line, which 
developed the technology claims the specially de-
signed containers are able to maintain ‘outstanding 
product quality’ for up to 45 days. 

Fourthly the container lines have come to under-
stand that shipping a reefer container demands 
greater discipline throughout the supply chain than 
shipping a dry van. Historically, one of the disad-
vantages of shipping a reefer container long dis-
tances has been the need for the in-port transship-
ment of the container from one service string onto 
another. There is a greater risk to the integrity of 
the cargo if the electricity supply to the reefer box is 
interrupted, which happens multiple times when a 
reefer box makes such a move. There is no such 
risk for dry vans, which make up 80% plus of all 
container traffic. 

Finally there has been significant investment in im-
provements to port and hinterland infrastructure in 
the banana exporting nations that negates the ad-
vantages previously held by the specialized reefer. 
AP Moeller Maersk is again at the forefront of such 
investment: in August 2011 subsidiary APM Termi-
nals signed a US$$992m, 33-year concession con-
tract to design, finance, construct and operate a 
new container terminal on the Atlantic coast of 
Costa Rica. The terminal will act as a centre for 
banana, pineapple and melon exports but also a 
regional hub for reefer traffic in the Caribbean ba-
sin. The company has also spent a reported 
US$20m on the first stage of land preparation for a 
terminal at the Ecuadorian port of Posorja, which it 
says will be used principally for the banana trade. 

 

Impact 

The incursion by the container lines into the banana 
business has had a significant impact on all the 
traditional stakeholders in the supply chain. Unsur-
prisingly those most affected are the specialized 
reefer owners and operators, not least because 
they have been unable to compete with the aggres-
sive pricing strategies of the liner operators. 

One way in which declining demand for the special-
ized reefer can be measured is the trend in number 
of Panama Canal transits for the mode. The west 
coast South America to the US east coast, EU, 
Russia and Med trade lane is by far the busiest for 
the reefer.  

It should come as no surprise that, according to 
Panama Canal Authority data, the number of spe-
cialized reefer vessel transits in 2011 fell to their 
lowest level in more than a decade. The total of 
1,479 transits between October 2010 and Septem-
ber 2011 compares to 1,718 in 2010, 1,972 in 2009 
and 2,166 in 2008. The highest figure for the past 
decade was recorded in 2004 when there were 
2,316 transits. The year-on-year fall of 239 transits 
is equivalent to more than 4 vessels per week. With 
the number of units servicing the seasonal Chilean 
trade more-or-less constant, the reduction is there-
fore predominantly attributable to the conversion of 
the Ecuadorian banana trade to third-party con-
tainer line services. 

More fundamentally however the rapid conversion 
to third party containerization is in the process of 
transforming the structure of the transatlantic ba-
nana business. Until 2007/08 the absence of an 
alternative to the specialized reefer logistics model 
was a barrier to entry to customers at both ends of 
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the supply chain. Today, instead of being domi-
nated by a small number of major, vertically inte-
grated players banana markets have fragmented as 
the barriers to entry have fallen: the creation of liner 
service strings between Latin America and Europe, 
Russia and the Mediterranean coupled with the 
availability of an historically high number of reefer 
boxes has facilitated the transfer of power away 
from the supply-led banana ‘brands’ and towards 
the customer who, for the first time, can contract 
transport capacity and therefore buy fruit FOB in 
country of origin. 

With retailers able to source bananas directly from 
producers for the first time, the concept of banana 
branding has come into question. Historically the 
big banana companies have supported their brands 
with multi-media, above-the-line, consumer-pull 
campaigns. But with all the multi-nationals strug-
gling to maintain margins in a more fiercely-
contested marketplace since deregulation of the 
European market in 2006, the focus has shifted 
away from value-added, brand-building campaigns 
and towards cost reduction strategies. 

One of the dangers of the reduction in profitability of 
the banana business is that there is likely to be a 
risk to other ‘value’ initiatives led by the multi-
nationals such as the Rainforest Alliance. Unless 
the multi-nationals can leverage their social and 
environmental programmes into premiums, they run 
the risk of abandonment. With the exception of one 
or two of the more enlightened chains such as Nor-
way’s Bama and Germany’s Rewe, most retailers 
tend not to lend direct support to such plans, prefer-
ring instead to go the Fairtrade route. 

The experience in Europe contrasts with the renais-
sance of banana pricing in the United States. Unlike 
the EU, which sells bananas from Latin America, 
the Caribbean, West Africa and European Union 
producers, the US market is supplied exclusively 
with Latin American fruit via a limited number of 
multi-national distributors. 

A consolidated market is the single most important 
point of difference with the EU and the reason for 
pricing growth and stability. This consolidation has 
been achieved principally because the multi-
national distributors retain complete control of their 
supply chains. Del Monte, Banacol and Turbana 
ship their fruit on specialized reefer charters. And 
although Dole and Chiquita ship all of their fruit in 
the same containers used on the third party liner 
services, they both own or control the vessels on 
which the containers are transported. 

The container lines have yet to penetrate the US 
market and, at first glance, there is no reason in the 
short term to suggest this will change. However 
should the country’s largest retailer Wal-Mart be 
successful firstly in sourcing its banana supply inde-
pendently of the multi-nationals and secondly ship-
ping it to the US using a third-party liner solution 

there is a possibility that the carefully constructed 
defences could be breached. 

The direct liner services from Ecuador into St Pe-
tersburg and the eastern Mediterranean/Black Sea 
have also had some important and perhaps far-
reaching consequences for all the stakeholders in 
the banana chain. Most obviously and immediately 
the reefer boxes have absorbed capacity that has 
historically been dominated by the specialized 
reefer – this has been the principal contributing 
factor to the catastrophic slump in Spot demand for 
the mode. 

However the attack on the share held by the reefer 
is also an attack on long-established trading sys-
tems in which all the stakeholders have benefitted – 
although perhaps not all the stakeholders at 
the  same time! But with the focus shifting away 
from supply chain control to one of low cost supply, 
any value that did once exist has effectively been 
destroyed. 

The fragmentation of the markets has undermined 
pricing in the region with new customers suddenly 
able to pick and choose from a much wider range of 
competitive offers. Ironically this has also impacted 
on the two Russian importers whose volume pro-
vides the backbone of the services. Unless there is 
a dramatic improvement in the market highly-
geared JFC will either have to re-structure its 
US$350m-plus short-term loans or start selling as-
sets in order to meet its obligations. 

On the plus side for the distributors both Maersk 
Line and MSC are so dependent on JFC and the 
Banex Group for the existence of the Ecumed and 
other services that they have no choice but to ex-
tend credit when times are tough. This is unlikely to 
last forever. 

 

Consequences 

With the banana majors and the traders acting 
more defensively because of the new environment 
created, in part, by the incursion of the lines it is, 
and will continue to be, the banana industry in Ec-
uador that will be impacted the most. Because 
global banana demand is relatively mature, the 
scale of demand for Ecuadorian fruit is, to a large 
degree a factor of the supply of competitive Dollar 
fruit. With Colombia, Costa Rica, Guatemala and 
Honduras closer to major markets and easier to do 
business in/with, it would be no surprise to see the 
majors and the traders prioritise relationships with 
producers and exporters in these countries. 

Unless there is a significant surge in global demand 
for bananas Ecuador will always be a ‘buffer’ sup-
plier. When supply is short elsewhere, there is 
enough flexibility built into the highly fragmented 
Ecuadorian production model for supplementary 
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volumes to be sourced as and when necessary. 
This is not to denigrate the world’s largest banana 
exporter – however it is true that the demand for 
Ecuadorian fruit is already subject to more variables 
than fruit from rival origins. The entry of the con-
tainer lines has simply added more uncontrollable 
direct and indirect influences. 

This has had and will continue to have a knock-on 
influence of state management of the banana in-
dustry: under the circumstances described, trying to 
enforce a law obliging producers and exporters to 
sign long-term procurement contracts is, and al-
ways will be, unworkable. This is because the state-
decreed price will either be too low for the produc-
ers when demand outstrips supply or too high for 
the exporters when supply outstrips demand.  

Draconian penalties for those guilty of infringement 
will either encourage producers and exporters to 
work further outside the law or could possibly shrink 
the industry. This is because unlike other banana 
exporting nations who see per-box returns increas-
ing, Ecuador may see average farm gate start to 
fall. 

Claiming that a weak global economy is the reason 
for the likely reduction in Ecuadorian banana earn-
ings does not wash when unit returns to the other 
Latin American banana economies in 2011 were 
higher than they were for the previous 12 months. If 
Ecuador wants to re-claim control of the destiny of 
its banana industry it may need to facilitate some 

radical changes to the structure of its industry and 
how its fruit is exported. 

The scale of the investment in container vessels, 
reefer equipment, reefer container manufacturing 
and container terminals AP Moeller Maersk contin-
ues to make in order to capture market share of the 
reefer trades is breathtaking. Although other con-
tainer lines, most notably MSC, are making head-
way in capturing a share of the Ecuadorian banana 
trade their efforts are pale in comparison to the 
Danish shipping giant. 

One day, although perhaps not for another 5-10 
years, AP Moeller Maersk will need to make a re-
turn on its investments. In the ever-more likely 
event that there is no modal alternative for charter-
ers it will be the other stakeholders in the banana 
supply chain in varying degrees who will bear the 
brunt of the container line’s dominant position. 

The major difference between the trade dynamic 
today and the likely scenario in 2022 and beyond is 
that the container line, hitherto a banana trade fa-
cilitator, will have become as powerful an industry 
stakeholder as the retailer. And with a consolidated 
retail sector already able to enforce cost reduction 
back through the supply chain at the expense of the 
producer, the consequences of any increase in cost 
from an equally powerful stakeholder in the middle 
of the chain will be felt at the head of the chain, not 
at the point of sale  

The original version of this document is in English. 
This document reflects only the opinions of the author,  

for which neither the FAO nor the World Banana Forum are  responsible. 


