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Foreword

This is one of a group of studies carried out by staff from the Center for Agricultural Policy (CAP) of the Institute of Policy and Strategy for
Agriculture and Rural Development (IPSARD), the think-tank associated with Viet Nam's Ministry of Agriculture and Rural Development
(MARD). This work has been supported under the management and technical guidance of market experts from the Market Strategy Team
at Prosperity Initiative (P1), a non-profit company which develops market sectors to create prosperity for large numbers of poor people in
the Mekong Region.

Prosperity Initiative and its partners find and develop sectors with the potential to reduce poverty for hundreds of thousands of people. It
works with public, private and development organisations across the Mekong Region to identify and implement viable and sustainable
ways of developing and growing a sector to achieve a measurable impact on poverty.

One of Prosperity Initiative’s main activities is its National Market Leadership Programme (NMLP). NMLP’s initial project in 2008 has been
with CAP, a key market policy centre under IPSARD. Given IPSARD's central role in rural policy development and its mandate to
develop a commodity expert group, the NMLP’s immediate priority has been to contribute to the development of appropriate skills and
market knowledge in CAP/IPSARD.

A group of staff from CAP has been working with the Prosperity Initiative Market Strategy Team since the beginning of 2008 to complete
ten short sector studies during the inaugural year of the formal Prosperity Initiative-CAP/IPSARD collaboration. This work has also
included contributing joint research on the coffee industry, and — arising out of one of the short studies — providing support to a continuing
in-depth study by Prosperity Initiative on the coconut industry. This joint work has been the context for technical skills development and
capacity building of 9 staff from CAP-IPSARD during 2008.

The first set of the ten studies carried out by apprentice staff from CAP with supervisory input from the Prosperity Initiative Market Strategy
Team covered honey, bananas and groundnuts. The majority of the work in the studies was carried out by staff from CAP using both
primary research in Viet Nam and data from local and international secondary sources with guidance and coaching from PI's managers.

Samples of this work can be downloaded at http://www.prosperityinitiative.org/ and can be viewed as examples of the output from the
NMLP and as documents of interest in their own right to researchers and others seeking information about particular sectors in Viet Nam
and agricultural and rural development in general. Further studies will be posted on Prosperity Initiative’s website in the future as its work
with CAP develops. During this work carried out by CAP with support from Prosperity Initiative, appropriate efforts have been made to
ensure accuracy and to acknowledge secondary data sources; any error of omission or commission or any misattribution is accidental.
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This is the first of a series of small-scale studie s carried out by the Center for
Agricultural Policy* supported by Prosperity Initia tive to identify opportunities
to assist in eradicating poverty in rural Vietham t hrough market forces.

While small in scope, these studies seek to provide provisional answers to several questions:

Is there likely to be sufficient future demand, i.e. a domestic or international market with the
willingness and ability to spend on the relevant commodity?

Are there international benchmarks to support the case for industry investment in Viet Nam as
against other countries?

What other opportunities are there to enhance the competitiveness of the industry in favour of the
target group of poorer people?

How is development of the industry likely to benefit poor people in the rural areas of Viet Nam?

Why should a target poor group choose to make their livelihood from the commodity rather than an
available alternative?

Does the sector look sufficiently promising in terms of potential size and impact on rural poverty to
merit more in-depth review/feasibility?

If the sector presents opportunities for a reduction in poverty, are CAP and Prosperity Initiative best
placed to take this further or how should it otherwise be handled?

supported by

6
n ompeti-)| Impact )| Opport- )| Next 3 P[‘OS‘]‘H‘[[Y
ivenesy unities Steps [\Nl‘l | \|\[\’|
/




forces requires

Achieving poverty reduction at scale through market
tor with potential to have

assessment of demand and competitiveness in the sec
a positive impact on household incomes.

Benchmarking and analysis of

. competitiveness
c?ompetl_ —Current costs of production along
tiveness the supply chain

—Potential productivity gains, e.g.
from technology, skills, sector-
enabling environment, etc.

—Potential for market access and

increased market share

Demand

Understanding market dynamics
— Supply, demand, stocks and prices

— Market outlook

— Scale of production supportable by
future demand

Distribution of potential benefits
— Pro-poor economic impact
— Environmental impact
— Social implications
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Bananas don’t grow on trees. . ..

The banana is a perennial plant that
replaces itself. Bananas do not grow

from a seed but from a bulb or rhizome.

There are almost 1,000 varieties of
bananas in the world. Bananas are
members of the genus Musa (part of
the family Musaceae).

The time between planting a banana
plant and the harvesting of the banana
bunch ranges from 9 to 12 months.
Bananas can be harvested year round.

Bananas have very beneficial
nutritional properties. They contain
Vitamins C, B6 and A, have a high
content of carbohydrates and fiber, are
low in protein levels, fat-free, and rich
in potassium.

Source: Bananalink
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Bananas can be divided into three categories: dess
cooking bananas and plantains. Despite the existen

of banana, the most common variety produced is Cave

Highland +
other cooking
bananas, 24%

Other dessert
bananas , 12%

\

Plantains, 17%
47%

Plantains & cooking bananas

Plantains and other sub-group varieties
account for 41% of global production. Some
cannot be eaten raw but can be used cooked
and in processed forms.

Source: The world banana economy 1985 — 2002, FAO

Cavendish,

ert (or sweet) bananas,
ce of nearly 1,000 varieties

ndish.

Dessert or sweet bananas

Cavendish account for 47% of global

banana production and is the main
variety produced for export.

Other dessert bananas

Red bananas: green/red peel and
pink fruit flesh.

Apple-bananas: yellow and smaller
(8-10 cm); ripen faster.

Baby-bananas: yellow and smaller
yet (6-8 cm); very sweet.

Gros Michel, or 'Big Mike*: an early
export cultivar of banana replaced
by Cavendish in the 1950s when it
became commercially unviable due
to Panama disease, a fungus that
attacks the roots of the banana
plant.
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Consumption of fresh and cooked fruit is the main u se for bananas, although
the banana fruit and plant have several other uses.

Uses of bananas

|

Food consumption Processed banana Other uses and
food products applications
Bananas are mainly Banana "chips” Banana fiber: Handicraft
consumed as a fresh & art in baskets, carpets,
fruit. Banana puree / banana paper, etc.
concentrate
Bananas are also a Animal feed
staple commodity , an Banana flour and
essential component of powder Banana leaves: wrapping
many cooking dishes, food when cooking
especially in Africa and Banana ketchup
Latin America. Intercropping
Banana juice
Medicinal use
Banana alcohol
Ethylene-gas

Source: bananalink
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While bananas for exports are typically produced on
most production is on small plantations.

Production locations

Bananas grow best in tropical locations.

Elevation : From sea level up to 100 meters
above sea level.

Temperature: 22°C —-31°C

Soil: Deep, friable, well-drained with 40% clay,
75% silt and 85% loam; soil pH is 6.5.

Water requirement. Average annual rainfall is
2000-2500 mm or 25 mm per week. Water is
necessary for all growth stages.

Distance of planting: Plants are spaced at 2.0
x 2.5 meters with 2000 plants per hectare. For
high density planting, plants are spaced at 2 x 3
meters with 2 plants per hill making 3,200 plants
per hectare.

Source: Proceeding of international banana conference, 2005

large-scale plantations,

Two main production systems

Export-directed plantations.  About 17% of
world banana production, which represents
about 80% of the world exports, are produced
on plantations between 100 and 4,000 ha.

* Production systems are industrial, input
intensive and technologically sophisticated.
This type of production occurs in Latin
America, West Africa and the Philippines.

* Average yields are about 25-30 tons/ha on
traditional plantations and up to 55-60
tons/ha on modern plantations.

Small scale plantations. The greater part of
the world production occurs on small scale
plantations from 0.1 to 10 ha with average
yields of 4-5 tons/ha and up to 15 tons/ha,
depending on soil, climate and combined
cultures.
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Bananas are the world’s most commonly exported fresh fruit.

Export quantities of selected fresh fruit (1990 - 20  05)

O Apples B Bananas @ Oranges
1,000 tonnes CAGR: 4.8% 3.9% 2.5%
18000

16000

14000

12000

10000

8000

6000

4000

2000~

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2 20@003 2004 2005

Production and consumption growth rates of bananas and other fruit are highest in Asia.

Source: FAOSTAT, Team calculated
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Segments and study focus

Fresh Processed

W R

International
market

Local market

This report focuses on the two key banana market segments that are most relevant for Viet Nam:
- Fresh dessert bananas for the international market
- Processed banana products

This report includes some information on the local fresh banana market in Vietham. However, a detailed
analysis of this segment has not been carried out, as local consumption has decreased over the last 10
years and is not expected to increase substantially in the near future.

A separate analysis of plantains and cooking bananas (other than as processed products) is not
included. While their production volume is large, they are primarily produced and consumed in Africa
and a cursory review of the situation in Asia and globally indicates that they do not merit detailed
analysis in the context of the situation in Viet Nam.
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2. Demand
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e Conventional

* Organic & Fair Trade

 Demand for processed bananas
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Global consumption of bananas increased from 44.23 million tons in 1990 to
over 68.42 million tons in 2005.

BN Bananas consumption —=— Bananas prodution
Million tons

80

80

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

80% of banana production is consumed locally. The rest is traded internationally.

Because bananas are perishable and cannot be stored for very long, total production is typically
more or less the same as total demand.

Source: FAOSAT, Banana consumption CAGR calculated in 1990-2005
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Banana consumption in 2005 was highest in the produ
America, the Caribbean and Asia. Consumption has r

Asia and Eastern Europe

1990

Eastern Europe
Latin America & Others 0%

Caribbean 3%
29%

North America
7%

EC (15)
6%

Africa
13%

Eastern Asia
5%
South & West
Asia
19%

South East Asia
18%

2005
- - Eastern Europe
Latin America
& Caribbean Others 2% EC (15)N th Ameri
o, North America
22% 3% %

6%
Africa
10%

South & Wes i
Asia astern Asia
12%
0,
20% South East
Asia
20%

Source: FAO, Team calculated

cing regions of Latin
isen the most in East

Regions CAGR Share in
1990 - 2005 2005
North America 1.41% 5.62%
g:%@gi”ca & 0.75% | ((20.88%
South & West Asia 3.31%
South East Asia 66@ 19.87%
East Asia 8.51% 12.26%
Africa 1.39% 10.46%
EC (15) 2.46% 5.23%
Eastern Europe @3@ 2.42%
Others 1.74% 2.78%
Global consumption 2.86% 100%
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The main factors determining this increase in consu mption were population
and per capita consumption. These had differing im pacts across different
regions between 1990 and 2005.

@ CAGR population m CAGR consumption per capita
-0.4%

North America 7.2%

Latin America
& Caribbean

South & West Asia 4% I 1%
1 U.470

| 2.1%
South East Asi I —
ou ast ASla T 1.1%

Eastern Asia0 C I 0-3%

3%-

Africa -:l 0.4%

EC 15 I 3-4%
-14%

Eastern Europe I | 1.5%

] 2.3%

Others I 1 9%
-0.3%

Global consumption !:| 1.3%

1.2%

1.5%

Source: CAGR ={(It/lo)"[1/(t-0)]}-1, calculated from FAO, WB data
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In the top 10 countries that account for 85% of ban  ana imports, consumption
growth was highest in the emerging markets of Russi a, China and Korea.

Tons - 0
Countries 1990 - 2005
8,000 |
China 10.15%
7,000 -
—— Japan 2.33%
. ——EC15 2.46%
B — USA 1.35%
B —— Russia 37.88%
=— Argentina 9
-~ g 3.66%
—— Canada 1.87%
2,000 -
Korea @ 55D
1,000 -
—— Chile 7.78%
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2002 2003 2004 2005 - POIand 9.77%

Source: FAOSAT, Team analysis
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An increase in per capita consumption played a majo r role in the growth in
consumption in those three countries.

Per capita banana consumption in key importing coun tries — 1995 & 2005

Kg per

capital g 1995 m 2005

16

13.9

14 13.6

12.0

12 -
10.8Lk4

105

10 9.3

8.3
8
7'0 .
5.9
6 5.4

2.9 2.7

China Japan EC15 USA Russia  Argentina  Canada Korea Chile Pol and

Source: Calculated from FAOSTAT, WB data
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In key importing countries, the retail price has Ii ttle impact on demand.

Price
Kg/capita USD/kg
O Change in per capita consumption 16.0 15
m Change in wholesale price
m Change in retail price 120
8.0
0.22%
United 0.28% 4.0
States ne070
0.0
0.61%
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
10.0 + +25
- 2.0
1.05% |15
Japan 1.43% - 1.0
- 0.5
- 0.0
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
12.0
-D.34% 10.0
8.0
EC1 .329
C15 1.32% 6.0
0.02% 4.0
2.0

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
Source: FAOSAT
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In Viet Nam, banana consumption has decreased since 1998 though it is still
the most commonly consumed fruit.

‘000 tons

1,400
1,200+
1,000+

800

600

O Citrus H Banana O Pineapple

ME

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Bananas are important in Viet Nam for food consumption and for religious purposes. Banana
consumption increases around Tet, traditional festival times and at the beginning and middle of
the lunar month when bananas are used for worship.

Per capita consumption is around 16kg/person, with CAGR around 0.9%. Population growth is
the main factor affecting the increase in consumption.

Source: Fruit demand, WB
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Organic banana imports to the EU, North America and Japan grew 48.57%
between 1998 and 2002, but the total trading volume  was still only 1% of world
banana consumption.

—t— USA & Canada ——s=— Europel Japan Other
Countries/Regions CAGR (%)

100
90 +

_— USA & Canada 38.62%

80
4 70 -
S 60 Europe 61.07%
2 50
2 40 / // Japan 15.29%
S 30
20 4_/"//// Others -
10 -
0 - ! ! ‘ ' ‘ ' ‘ Total 48.57%
1998 1999 2000 2001 2002 ooy

Source: Intergovernmental group on bananas and tropical fruits, 2003, FAO; Europel: EC 15 + Switzerland + Norway
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Fair Trade banana consumption increased by 36% betw een 2001 and 2006,
reaching 136 thousand tons in 2006. However, this  also accounted for less
than 1% of global banana consumption.

Bananas Fair Trade consumption 2001 to 2006

1000 tons
160
o UK 44.1
40 B Switzerland 16.3
@ Finland 33.7
120
B USA -15.3
100 O Austria 34.5
80 - @ Netherlands 8.0
B Belgium 35.2
60 -
O Germany 149.5
40 a ltaly 187.5
20 | @ France 123.2
o Others 49.4
-2001 2002 20‘03 20‘04 2605 20‘06 Tota| 36.1

In 2006, 98% of Fair Trade bananas were consumed in the EC, of which 38% is consumed in
the UK and 31% is consumed in Switzerland.

Source: fairtrade.net
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2. Demand
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 Demand for fresh bananas
» Conventional

* Organic & Fair Trade

 Demand for processed bananas
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Processed bananas are made primarily from cooking b ananas and plantains.
Only about 5% of dessert bananas are used for proce  ssing.

O Fresh for domestic consumption B Processed for domestic consumption

@ Fresh for exported B Processed for exported

100% -
90% -
80% -
70% -

60% -

50% -

40% +------ wo +t--------—-—---41  f----------< -
70.0
o +------f +--- f---F |-
51.0
0% +-----4 -

0% 4~ feee

0%
Dessert Banana Cooking banana Plantain

Processed banana products include chips, dried sweet bananas, beer, wine, juice and puree.

Banana fiber can be used for paper, baskets and mats.

Most processed banana products are consumed domestically.

Source: Calculated from data on 9 countries, as reported in INIBAP’s 2007 report “Adding value to bananas.”
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According to UNCTAD, the most commonly traded proce ssed banana products
are puree / concentrate and fried / dehydrated bana nas. However, detailed
statistics on production and consumption are not av ailable.

Puree/concentrate Fried/dehydrated
World trade: World trade:

Major markets: United States, Netherlands, Italy, France Major markets: European, United States, Japan.

Spain. Major producers: Ecuador, Philippines, Thailand.

Major producers: Thailand, Philippines, Kenya. Market characteristics:

Market characteristics: Consumers have a long tradition of eating these products.

Mainly traded internationally in bulk form and used as a

raw material by various industries: beverage industry; dairy
industry; baby food industry. Dehydrated bananas are available as small slices,
granules, etc..

Fried bananas are available in slices, wholes, strips.

Distribution channels:

Through specialized imported companies, after blending, Distribution channels:

they supply to end-users. Through specialized agents or importers and
intermediaries. Packers bought from intermediaries. Food

The industry is becoming more and more integrated. manufacturers usually obtain through middlemen.

Market prospects: Market prospects:

Expected to increase due to growing health

. The market growth rate is expected to be 10-15% per year.
consciousness.

Other potential markets: Japan, Republic of Korea,

Singapore.

Source: Fruit processing commercial, UNCTAD, 2000
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3. Competitiveness
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Global production of bananas is around 70 million t onnes per year, with the
top 10 producers accounting for about 75% of this t otal.

Million tons CAGR Change
80 (1990 - 2006) | (Million tons)
@ Latin America & 1.78% 4.37
Caribbean
O South East Asia 3.76% 7.07
B South & West Asia 3.07% 5.17
8 Africa 1.54% 1.67
W Others 0.03% 0.03
B Eastern Asia 0.36% 537
DEC@3) -1.11% -0.08
North Ameri
@ North America 3.26% 0.004
B Eastern Europe
0
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 Global 2.62% 23.61

Asia and the Caribbean are the main banana producing regions in the world. The highest annual
growth rates are in Asia and Africa.

In 2006, the top 10 producers were: India (16.8%), Brazil (10.2%), China (10.1%), Philippines
(9.8%), Ecuador (8.8%), Indonesia (7.4%), Costa Rica (3.4%), Mexico (3.2%), Thailand (2.7%) and
Colombia (2.5%).

Source: FAOSAT, team calculated
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Only some 23% of global production is traded, with exports in 2005 totaling
16.2 million tonnes.

Million tons Thousand US$
18 5.96% 6,000

16 |
- 5,000
14 1

12 7 - 4,000
10 1
- 3,000
8 —_
6 - - 2,000
4 —_
0 - 1,000
2 —_

IR N N R NV O VO O o O o
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

= Export quantity (million tons) —e— Export unit value (US$/ton) —— Total export value (' 000 US$)

The 5.96% CAGR in export value between 1990 and 2005 was due primarily to increased volume;
price was relatively stable.

The main exporting countries are Ecuador (34.3%), the Philippines (16.5%) and Costa Rica (13.4%).
The main importing countries are EC15 (32.3%), U.S. (25.4%), Japan (7.1%) and Russia (5.7%).

About 97% of commercially-traded bananas are Cavendish. Cavendish are popular for export,
because they can be easily transported and have a long shelf-life.

Source: FAOSTAT, Price: constant price
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Transnational companies play a major role in the in  ternational supply chain for
fresh bananas.

Growing Pvigl;?\?r:gg Transport
Independent
Exporting transport

Companies

* Refrigerated transportation
is essential for bananas
because they are highly
perishable.

* Especially important for
quality of exported bananas.

Export-directed plantations
 Large area, high investment,
high yield.

* 17% world production

* 80% export volume

* TNCs control this process for

their own production.
* High added value is

created at this step in the
value chain.

* In absence of TNCs,
exporting companies take over
this process.

Small scale plantations
* ~ 80% world production
» Low investment and vyield.

« Relies on the weather * TNCs play a crucial role in

this process.

Sources: http://www.unctad.org, Team analysis
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... and big retalil chains are the key point of access to customers in larger
western markets.

Importing -
Wholesaling Distribution Consumption
Ripening Retall

Food service

» These processes are very important for maintaining
banana quality and preparing them for sale.

» These processes also create the highest value added in
the fresh banana sector.

* Big retail chains have been taking over a larger role in
these processes.

* Most banana is consumed in
local market.

Sources: http://www.unctad.org, Team analysis
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The top 5 transnational companies account for 70% o

exported bananas.

f the global supply of

O Fyfess B Noboa

90

O Chiquita

O Dole

® Del Monte

80 -

70 A

60 -

50 -

20

40\"\\\~——————""’,,//////,______\\\\\\\5\5\-‘5____'——_—_~__
30
0 - T T T T T T

1966 1972 1980 1992 1995

1997

1999

2000

2001 2002

. Main % banana
Company | Main sources
markets |owned source
Dole Latin America, | USA, EU, 25% with
West Africa, Japan 27,000 ha
Philippines (banana)
Chiquita Latin America, | USA, EU, 40% with
Philippines, Ivory| Japan 30,000 ha
Coast (main banana)
Fresh Del | Latin America, | EU USA, 28% with
Monte Philippines, EU, Japan 16,000 ha
Cameroon (banana,
melon,
pineapple)
Fyffes Latin America, EU 0%
West Africa,
Caribbean, the
EU
Noboa Ecuador USA, EU, | 20% 7000 ha
Japan

Source: International banana conference, 2004

B |
4 |
Noboa E’ 5 |

Fyffes

Fresh Del 12 ‘ 15
Monte 20

Chiquita

NN
[$14)]

Dole

-

10 20

o

30

O Rank in Japan
O Rankin EU
B Rank in USA

O World rank*

%

32

supported by




3. Competitiveness
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Bananas are grown in most regions of Viet Nam and i  nclude several cultivars.

13
12
7y R North of Viet Nam
# = BT 28,924 ha
Major banana cultivars in Viet Nam = TR 481,389 tons
26 7 6 ;
‘Chuoi Ngu’(N), ‘Chuoi Cau’(S) N
27
Cavendish ‘Chuoi Tieu' (N) and 2
‘Chuoi Gia’ (S) i
29 Highland and Central
. . , = part of Viet Nam
Plantain ‘Chuoi Bom 30 30,372 ha
. 358,197 tons
‘Chuoi Tay’ and ‘Chuoi Su’ o,
33
Wild Balbisiana ‘Chuoi Hot’ E
P
39
=
= 36
40
- T
41
L=
38
= 42  TTTmoooos
: - . South of Viet Nam
- = 42,795 ha
= 514,225 tons

Source: http://www.sofri.ac.vn
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Viet Nam’s production has been relatively stable si nce 1990, with an average
annual growth rate (CAGR) of only 0.67%.

1.6
1.4
1.2
1.0
0.8
0.6
0.4
0.2

mmm Production (Million tons)  —— Total consumption (Million tons)
1.6

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Overall consumption has been more or less flat despite an increase in population, which means that
per capita consumption has been declining slightly.

Sources: FAOSTAT
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In 2005, bananas covered 16.9% of all fruit produci  ng areas in Viet Nam. The

area of production has remained relatively stable s ince 1996.

Ha m Total fruit Banana Growth rates of some fruit trees areas
X
o
800,000+ -
700,000 60 -
600,000 50 -
500,000 | 40
m,
400,000
Z),
300,000
D S
200,000 0-
100,000* -:D T T T T T T T
V%6 BI97 BB B3O 2000 2001 2002 2003
0 L .
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 Banana —e— Litchi,longan —e— Mango Citrus

Bananas are grown on large fields or in small gardens. Some provinces in the central and
south regions have large areas (from 3,000 ha — 8,000 ha), including Thanh Hoa, Nghe An,
Khanh Hoa, Dong Nai, Soc Trang, and Ca Mau. In the North, such as Hai Phong, Nam
Dinh, Phu Tho, large areas don’t exceed 3,000 ha.

The main production areas in Viet Nam are: Dong Nai, Can Tho, Soc Trang, Tien Giang,
Vinh Long, and Ben Tre.

Sources: agro.gov.vn, Competitiveness assessment, WB
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While banana cultivation has increased in most area s of Vietnam, it has
decreased in the area with the highest production (  the Mekong River Delta).
O CAGR (Yield - ton/ha)  m CAGR (Area - ha)

Mekong -1.47

Delta 0.28

Areas of banana production have
increased mainly in the Northwest
(6.99%) and Central Highlands
(5.69%). These areas are particularly

-7.25

Central

Highlands suitable for growing bananas.

South Central
-4.36 | Coast

1.83
h 5.69
4.49
h 195
The area of banana production in the
North Central 2.76 Mekong River Delta (MRD), which is
Coast 4.52
#e-gg
3.59

the largest banana production area in

North West Viet Nam, has reduced in the last 10

: years as farmers have chosen to grow
195 other more profitable crops.
-2.96
: 1.68
Red River Delta b 558 %

Source: agro.gov.vn, team calculated
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In the local Vietnamese supply chain, collectors & wholesalers play a
critical role.

Growing > Transportin> Processin> Distribu@onsum@

Wholesalers/ Exporters International
trade
Super _
maFr)kets Domestic
market
Collectors Retailers

» Small growers are

dominant. They lack * Collectors & - Post—harvest_ & » Wholesalers and » Almost a.II bqnanas
research and yvholesalers plgy an ' storage t_ec_hnlques are ' exporters export produced in Vlgt Nam
investment. : |mportant. role in 1 not sophisticated. dessert banf_:lnas to are con§umed in the

| transporting bananas _ ) other countries. domestic market.
. Viet Nam does not | from the growers to * Fried & dried bananas o .
have large intensive processors and are the most common . Banang processors * China is the main
farms. markets. processed products. export directly market for exported

through foreign
agents.

bananas, but the

» Bananas are often volume is decreasing.

grown in places with wholesalers use

* Retailers are the

» Banana chips are

poor soil and + motorcycles, small ; . )
intercropped with other | trucks & boats for main sgllers in the currently bem_g
crops ! transport. domestic market. exported to Singapore
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The volume of exports from the Philippines is about
from the three other main ASEAN exporters, whose vo
dramatically over the last decade.

1,000 tons —e—Indonesia

120 -

100 - //\\\
80

—s— Thailand

10 times hig her than exports
lumes have fluctuated

—e—\Viet nam

60

40

20 +

0 e e T T T T T T

T T v T T - 1 v T 1

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Philippines

The Philippines (not shown) is the biggest
exporting country in the regions. In 2005, the
Philippines exported 1.9 million tons of bananas,
making it the second largest exporter in the world.

The Philippines is a key exporter to China,
exporting 300 thousand tons per year.

Source: FAOSTAT

Viet Nam

In 2003, Viet Nam exported 81.4 tons. However,
exports have reduced since then.

The destination of most Vietnamese banana
exports is China, making it a direct competitor
with the Philippines.

oY | new 40
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Viet Nam has low production rates compared to its m ain ASEAN competitors

and is not particularly competitive in terms of yie d.
Total production Banana area
——Viet nam —s— Thailand Philippines Indonesia m Viet nam @ Thailand 0O Philippines @O Indonesia

1,000 tons 1, 000 ha
8,000 1,200 -
7,000 1,000
6,000

800

5,000 - _
4,000 600
3,000 {———— > 400
2,000

— —— o ———————— 200
1,000

e & & & P> P L B KX P> F P> ES

S & PSS SSSSS N > PP LSNPS > P L

SR M I - S S S S S IR R G S SR RS IR IRC SRS SN S S S PN A

Banana productivity
=t=\/ict nam  ==@==Thailand Philippines Indonesia

tons/ha
20
18 o=
16 - = Viet Nam has the lowest production

countries shown here. Its yield is also
lower than all of the other countries,
. except Thailand.

i;‘ :JQM = :> levels and area of the four ASEAN

N
>
I R SN S SR SRC S R SN N T P A PN
NONNN NN NN NN Y Y Y Y Y Y
Sources: FAOSTAT
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In addition, high production costs, low quality, la ck of refrigerated transport
and an inefficient supply chain make Viet Nam less competitive than other
ASEAN exporters.

Fresh bananas produced for export in the Mekong River Delta (MRD) cost between 115 -120
USD/ton, while the FOB price of Philippine fresh bananas is 110 -115 USD/ton.

Quiality problems:
Bananas have markings on skin (scratches obtained during harvesting, packing, transporting,
etc.)
Bananas are not uniform in size and shape.

Lack of refrigerated transport results in high spoilage rates and limits access to distant markets.
Inefficient supply chain:

Banana production is scattered, small farm size
Exporter-wholesalers lack financial capital, equipment, branding and market information.

Banana collecting in MRD Bananas at wholesalers Chemical dip Packaging with Chinese brand

Source: Study on the potential exportation of MRD banana to China market, SOFRI, 2007 nhame

supported by

ort- Next 42




Viet Nam should enjoy a slight geographical advanta  ge for exporting bananas

to the main importing countries in Asia (especially China) . ..
@ Destination
3 Supply country
®@ O
@
* * %
.3
> 3

Source: www.travelblog.org
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... but a comparison of Viethamese and Thai banan  a exports to China reveals
that factors such as trade and tax policies also af  fect Viet Nam’s
competitiveness in the international banana market.

Vietnamese banana exports to China Thai banana exports to China

Trade policy : No bilateral trade agreement. Trade policy: Bilateral trade agreement

Import tax: 5 % Import tax: 0%

Transportation : Viethnamese exporters use Transportation: Thailand ships their bananas by
trucks to transport bananas to China. “It took 4 air or refrigerated shipping containers, allowing
days from MRD to China border.” These trucks them to sell bananas at a higher price.

are not refrigerated.

Packaging and branding : No special Packaging and branding: Good marketing
packaging or branding. strategies, branding, promotions & advertising.
Quality : Viet Nam is just starting to produce Quality: Thailand has been producing high

high quality banana varieties and apply organic quality bananas for 35 years. Organic standards
product standards. have been applied for a long time.

Source: www.rauhoaquavietnam.vn
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The Philippines is the largest exporter of banana c  hips in the world, exporting
over 37 million tons per year, with a value of over US$36 million. As evidenced
by their experience, value added lies in processing

Share in value of Philippine’s banana
chip exports (2006)

Vietnam, 5%

The Philippines exports banana Others, 10% USA, 19%

chips all over the world, with the
majority of chip sales to the U.S.,
China and Europe.

Although processed bananas China, 16%

make up only 1/68%" of the
Philippine banana market in terms
of volume, they make up 1/11t™ of
the market in terms of price.

UK, 8%

USSR, 3%

Singapore,

Taiwan, 4% 4%

\Poland, 1%

Korea, 3%
X Netherland,

4%

France, 4%

Germany,

0,
11% Hongkong, Japan, 5%

1%
Source: Philippine banana strategy plan, 2005 - 2010
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Vietnamese processed banana products are one-third more expensive than
Philippine banana products, mainly because of colle ctors' costs.

The main difference in the
supply chains of Viet Nam and
the Philippines is the absence of
collectors in the Philippines. This
B Viet Nam reduces the cost and price of

O Philippine banana products by about one-
07 third.

Banana growers in Viet Nam
have lower costs and profits per
kilogram than growers in the

61 Philippines. But the Philippines
has much higher productivity

4 I rates.

Unit: 1000 VND/kg Exchange rate: 1 Peso = 376.89 VND

Processors in the Philippines

2 E—— have lower costs, income and
ﬂ ﬂ profit than processors in Viet

g W] I I Nam. However, because their

Cest | ncame| Pt processing productivity is higher,

ot they can lower their sales price

to improve their
competitiveness.

Cost ‘Income‘ Profit | Cost ‘Income Profit | Cost ‘Inoome‘ Profit

Collectors Total

cost

Total
income

Growers Wholesalers Processors

Source: Banana Agrichain Competitiveness Enhancement, 2007 USAID

5 supported by

ort- Next 46
S




4. Impact

dl _ 2 Competl OpPOFt' Ngxt
Introduction Demand tiveness unities Steps

» Economic impacts

e Distributions

e Benchmarking costs & benefits to other crops

» Environmental and social impacts

supported by

a7




Profit represents nearly half of the final retail p rice of Cavendish bananas in
Vietnam, with retailers taking some 70% of the prof  it. Profits are slightly
higher if bananas are exported, but export levelsa  re very low

Export price:
I Added profit 8,075 VND/kg

71  Added cost
Unit: VND per kg

Domestic price:
Total profit: 5,300 VND/kg

Domestic market: 3,560 VND/ kg; Exporters
67.2% of total final price

Exporting: 4,710 VND/ kg;
58.3% of total.

185
55 Wholesalers
770 S ==
100
55 155 Collectors
Growers
Growers Collectors  Wholesalers  Retailers Total Exporters Total

Exporting Cavendish bananas provides the highest profit margins for retailers, but does not seem
to increase profits for other members of the value chain.

Currently, very little of Vietnam’s production of Cavendish is exported.

Source: Field trip data
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Other dessert bananas, such as Mat moc, provide hig  her profits for farmers
and can be grown on poorer soils. However, these b  ananas are not currently
exported and there is also a limited domestic marke  t for these bananas

B Added profit 4|:‘;eot§”vargﬁég

B Added cost

Unit: VND per kg

Retailers: 52%
Total profit: 3,010 VND/ kg.;

67% of total final price

140

110 I Wholesalers: 3%
- 10 Collectors: 8%
Growers: 37%
Growers Collectors Wholesalers Retailers Total

“Mat moc” is one type of “Su” banana grown in Quang Tri Province. This banana creates a
profit of 3,010 VND/kg. Retailers capture 55.6% of this profit, and growers capture 36.2%

While collectors and wholesalers capture only around 3.6% and 4.7%, respectively, of the profit

on each ton of bananas, their total income is actually higher than the other members of the
value chain because they handle higher volumes.

Source: Team analysis, Field trip in Dong Nai, Quang Tri, 2008
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Bananas for processing (such as the Bom) also provi
but processing opportunities in Vietham are extreme
the high costs required to set up and operate proce

de high profits for farmers,
ly limited, possibly due to
ssing plants.

Processor price:
I Added profit 7,333 VND/kg

B Added cost
Unit: VND per kg

Total profit: 1,709 VND/kg.;

23% of total final price Processors: 78.8 %

95
553 45 Wholesalers: 3.4 %
=— | Collectors: 1,4%
55 155
Growers: 16.4%
647
Growers Collectors Wholesalers Processors Total

Because retail costs and profits have not been collected for the Bom banana, total profits for
processed bananas are not known.

Source: Field trip data
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Production of Cavendish varieties (especially for e

xport) and processed

bananas has the greatest potential for a pro-poori  mpact.
Total Pro-poor |Employment Tpt_a | : Local Women Lol
. . : beneficiaries . rural
Industry income income creation (farmers & cost |in supply COMMUN-
(VND/ha) | (VND/ha) (FTE/ha) chain "
workers/ha) ities
Fresh
Su, mat moc, cau 48,000 | 37,711 2.5 4.5 Xhk | kkk | kkk
Cavendish varieties
(domestic market 91,685 | 66,325 4.0 7.0 *hkk| kX | kkKk
Cavendish varieties
(export) 134,608 75,380 6.0 9.5 x * % X
Processed
Bom (plaintain) 82,500 70,661 10.0 14.0 x % XKk | Kk X
Note: * Good * * Very good * * * Excellent

Su, Mat moc, Cau bananas : High rate of pro-poor financial impact and employment creation.

Cavendish varieties (Tieu, gia) : High levels of pro-poor financial returns, due to the higher retail
price and yield. Even higher returns when exporting,

Processed bananas : Fried and dried bananas have a high pro-poor impact when businesses are
located in rural areas; dehydrated bananas (chips) has an even higher value added, but these
processing companies tend to be located in urban regions where poverty levels are low.

Source: Field trip data
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In Dong Nai and Quang Tri, the average per capitai ncome (APIC) of banana
producing households is lower than the average per capita income of other
households

Average per capita household income per month

® Aver. Income for all HH in province
O Avg income for bananas producing HH

16,13% 800 - 1000 VND per capita 746.5
700 + 613.9
600 -

500 -
400 -
BBananas ®Others 300 |

200 -
QUANG TRI 100 -

DONG NAI

377.4

Quang Tri Dong Nai

The APIC of Dong Nai households is almost double that of Quang Tri.

Household income from banana production is quite low. It accounts for only
16.1% of household income in Dong Nai and only 20.6% in Quang Tri.

28.6% of banana producing households in Quang Tri are poor; none of the
banana producing households in Dong Nai are poor. Poor households are
defined as having per capital income of less than 200,000 per month (rural) or
Source: Calculated from VHLSS 260,000 per month (urban).

data, GSO.gov.vn
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mpac Opport- E 52
unities, Steps




4. Impact

1 _ 2 Competl OpDOFt' Ngxt
Introduction Demand tiveness unities Steps

« Economic impacts

e Distributions

e Benchmarking costs & benefits to other crops

» Environmental and social impacts

supported by

53




Banana production provides lower incomes and profit

crops (like cashew or pepper) but (for most varieti

investments, provides daily income and can be grown

s to farmers than other

es) requires lower

on marginal soils.

Unit: 1000 VND/ha

Bananas
Bom Cau, Su Cavendish
Cashew Pepper
Processing Worship, gatlng, Eating, Worship,
processing Export

Cost 7,000 7,000 23,835 7,050 120,057
Yield (kg/ha) 15,000 12,000 16,670 1,660 3,000
Income 17,250 18,000 36,674 19,517 215,500
Profit 10,250 11,000 12,840 12,467 95,443
Soil adaptation Gravelly soil Gravelly soil nght.gravellly soil basalt soill b'as'alt .SO'I

+ irrigation +irrigation

I - - daily income , .

Feasibility daily income daily income (just in haft year) Once in year Once in year

Pepper production earns the highest income & profit, but its investment costs are high.

Among three kinds of banana, Tieu (a type of Cavendish) earns the highest profit and is comparable to
cashews. However, the investment costs for growing Tieu are very high.

Bom, a kind of plantain, is the most commonly grown variety, but it earns the lowest profits.

Bom, Cau and Su bananas can grow in poor soil conditions and provide daily income, whereas other
crops (like cashew and pepper) can only be harvested once a year.

Source: Team analysis, field trip data
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In the highlands on Quang Tri, growing bananas is e
households because it provides daily income.

specially valuable for poor

Unit: 1000 VND/ha

Banana (Mat moc) Cassava
Worship, eating Processing
Cost 7,267 9,572
Yield (kg/ha) 13,000 20,000
Income 21,450 24,000
Profit 14,183 14,428
Soil adaptation Sloping land Sloping land

Feasibility

Daily income for 4 years on same plot of land
(followed by 2-3 years that plot must remain
fallow)

Harvested only once a year; seriously
depletes soil of nutrients

farmers.

In Quang Tri, cassava is the main alternative crop for banana growers. It can be grown on the same
type of land that bananas grow on and provides a similar level of income.

However, cassava can only be harvested once per year, whereas bananas provide daily income for

Source: Team analysis, field trip data
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While the current environmental impact of Viet Nam’ s banana production is
quite low, a move towards a highly intensive and co mmercial industry could
potentially have very negative environmental impact S.

Banana production technology, change in soil use an d loss of biodiversity

About 55% of total production cost can be spent on fertilizer & chemicals, leading to depletion of the
soil and reduction of productivity.

As productivity and soil fertility per unit decline, diminishing sharply after the first 2 years, banana
producers require large areas of land and subsequent expansion in order to make up for the fall in
production per hectare. The loss of forest and soil, together with high levels of pesticide application,
leads to a loss of biological diversity.

Organic waste

Shoots, flowers, crowns, leaves and rejected fruits are types of organic waste from banana farming &

commercial packaging. Depending on the biodegradability and the volume generated, this waste can
become a serious environmental pollutant.

Inorganic waste

Includes plastic bags and materials such as strings, plastic tape & agrochemical containers. This
waste may pollute the soll, air and water.

Agrochemicals & environmental effects

In Costa Rica, use of pesticides in banana production reached up to 40kg per ha. These pesticides
have been found in Costa Rica’s lakes, rivers & streams.

Source: Assessing benefits & costs of commercial banana production in the Philippines, UPLB

supported by
6

ort- Next 57




Intensive and large-scale banana production can als 0 have a negative impact
on the health of those working in the industry.

Health effects

Many banana workers use pesticides without sufficient training, leading to exposure to toxic
chemicals among farm workers and nearby residents.

The rate of occupational poisoning among banana workers is estimated at 6.4% (in comparison to
3% of agri-workers in developing countries that are poisoned each year, according to WHO
estimates).

In 1996, 64% of reported pesticide accidents occurred on banana plantations. They ranged from
acute conditions such as poisoning (resulting in vomiting, fever, vertigo and other symptoms), skin
burns and rashes, and eye injuries to more chronic, health problems such as cancer, birth defects,
nervous system damage and sterilization.

Source: Assessing benefits & costs of commercial banana production in the Philippines, UPLB
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The banana industry supply chain in Viet Nam provid es job opportunities for
women.

Women tend to dominate the supply chain for fresh bananas. Collectors, packers, wholesalers

and retailers are more likely to be women, while cultivators and transporters (from wholesaler to
retailer) are more likely to be men.

Men are more likely to be involved in banana processing and exporting activities.

Source: Team analysis
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Available evidence indicates limited room for growt h in the domestic banana
market in Vietnam but some potential for exports to the region.

Fresh Processed

Small potential
opportunity?

Global
(Regional) Data unclear but probably:
e Limited market size

* Unclear growth prospects

. Potential
. . o ) opportunity
Limited scope for growth : Very limited potential

opportunity?

Small
» Market appears close to potential

: “ PO opportunity
Local typical “saturation” level « Data unclear but not much
(see next page)

« Opportunities likely to lie in SUldlsse ol g gt
quality improvement

Little scope
for growth

Source: Team analysis
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Although data is scarce, a simple comparison with p

other countries suggests that there is little oppor

fresh bananas in Viet Nam.

16

14

12

10

Kg. per capita per year (2005)
o]

Comparative per capita banana

er capita consumption in

tunity for growth in sales of

consumption in selected countries (2005)

Global

Local

While figures for per capita
consumption do not allow
for local circumstances,
they may be the closest
evidence for possible
future market size.

The opening of Vietham'’s
retail market to foreign
competition in 2009 is

671 likely to result in a gradual

2441 consolidation of the sector
around large-scale

vadll retailers, an upgrading of
supply chains and thus an

0- ‘ increasing emphasis on

<< » ?O\a“d O,&(\aéa Oxi\“a 3@\3"’(\ \(\0@"’ @096‘6 0‘*\‘ e\o@‘(\ the quality and traceability
of bananas and other
fruits.

Source: Calculated from FAOSTAT, WB data
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This same per capita consumption data indicates pot ential opportunities for
regional exports, in particular to China, Russia an d Korea where consumption
figures have grown strongly over the last decade bu t remain relatively low.

p” FresiTN\ JProcessed

O CAGR @1995 [@2005

18-
164 0.24%
14-

12-

Kg. per capita per year

o o e e e e? N o o«
\Y ¢
T o e? o o o Q® N R
Source: Calculated from FAOSTAT, WB data
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A rapid SWOT analysis of the competitive position o
indicates a mixed starting point for leveraging pot

~

/ Strengths

» Many high quality varieties of banana, which
gives scope for differentiation

« Stable supply — bananas can grow throughout
the country and on small and sloping plots.

* Domestic demand remains high for eating and
ceremonial use.

» Geographical proximity to large and growing
markets in China, Russia and Korea

/ Opportunities

* Leveraging traditional links to regional markets

* Introduction of technology (e.qg. tissue culture,
ripening) and other productivity improvements

* International companies such as Dole eying Viet
Nam as potential export base

* New varieties and different uses

* WTO-linked trade opportunities, e.g. relating to
tariff conditions

-\Anticipating improvement in local supply chains

» Creation of jobs and income for poor people

Source: Team analysis

A
\

/

f Viet Nam'’s fresh bananas

ential regional opportunities.
/ Weaknesses \
 Lack of branding and trademarks
 Lack of investments and organised support
» Simple technologies for planting, transporting,
storage, ripening and packing
* No specific products standards for product
except visual
* Limited and unorganised marketing, missing
opportunities such as China
* High substitution by other seasonal crops /

/ Threats \

» High competition from bananas exported from
Thailand, Philippines, etc.

 Imports of higher quality bananas from regional
countries to service quality retail segment

« Competition from other crops in planting areas

* Weak growth in domestic market undermines
incentives for improving quality

« Demand requirements on environmental, social

\and traceability issues /

1 3
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The limited available data indicates that the marke t for processed bananas is
currently small, although there may some limited gr owth opportunities,
especially internationally.

The processed banana market in Viet Nam is unorganised and there is no accessible data on its
size or growth trajectory. While more sophisticated processors are emerging to challenge small
backroom suppliers and serve modern retail outlets, traditional processors remain important but
are too disaggregated to enable straightforward sizing of the processed banana market. More
detailed research would be required to justify any significant investment, but this market does not
appear currently to be of high value although it can be expected gradually to emerge.

The international market for processed bananas is clearly larger, although even a relatively
important international producer of processed bananas such as the Philippines exports only
around US$36 million. This could grow if bananas were able to tap into the global snack market,
but this might require significant investment and effort. Traditional links to Eastern Europe to
which Viet Nam still exports some processed dried and chip bananas may provide a base for
growth.

While this market offers a higher value per unit than fresh bananas and might justify the
involvement of a commercial producer with marketing and export skills, any specific investment
would need to be evaluated and — from the pro-poor perspective — its impact on producers
confirmed.
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Processing of banana by-products also offers some p otential growth,
particularly since these may be environmentally ben ign and pro-poor.

There are a range of products made using banana
leaves available from organisations such as
at Vinh Phuoc Co-op.

Source: vinhphuoc.com.vn

Banana Leaf Exports
Banana flowers are sold at the farm gate at about 1,000
VND/kg. Banana green leaves are sold at about 2,000
VND/kg and are used largely to cover food. Thanh Hai
Co. in HCM City exports 1 container of banana leaves
per month to the American market through A&M
Seafood Corp.
In many provinces in the Mekong River Delta and other
regions, dried banana leaves can be used to make
handicrafts such as furniture, dishes, handbags, shoes
and souvenirs for export.

Job Creation
Anecdotal evidence is also available of jobs being
created through banana-based handicrafts. 500 jobs
were created in An Nhon Distrct, Binh Dinh Province by
Binh Dinh Co-op offering salaries of around 1 million
VND/month to make chairs, handbags, flowers and
bases using around 10 tonnes of dried banana leaves
per month (Binh Dinh paper, 10/2006).

It has been reported that 4,000 jobs with average wages
of 1 million VND/month have been created in Soc Trang
province partly making handicrafts from water hyacinth
and banana leaves. Similar reports cover firms in Tien
Giang, Can Tho, Dong Thap, Vinh Long, and Ca Mau
provinces. (CanTho paper, 10/2007)
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A rapid SWOT analysis of the competitive position o

f Viet Nam’s processed

bananas in Viet Nam also paints a mixed picture.

/ Strengths

* Processing plants could be situated near
plantations

» Wages for processing staff are low

» There are different processing technologies
appropriate for both simple and high-tech
processing

* Traditional links to potential markets in Eastern
Europe

» Geographical proximity to Asian countries

/ Opportunities

» There are a variety of potential processed
banana products

» Processed bananas can be high value

* Some processing companies have a strategy to
mix products so bananas can be complementary

 Strong association with good health if supply
chain well handled

» Potential market in untapped rural regions of Viet
Nam.

Source: Team analysis
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Weakness

* No high-profile brands or trademark in fried and
dried bananas so product undifferentiated

* Local companies export dried bananas primarily
though foreign agents or trading companies so
have little or no contact with final customers

» Unclear standards or product specifications

» Market size still small so limited opportunity for

economies of scale

* No co-ordinated R&D effort

\Lack of advance processing technology

/ Threats

» High competition from similar commodity-style
products from the Philippines, Thailand and
Malaysia with similar competitive advantages

» Another country establishes a strong brand first

» High competition from other fruits processed
products, e.g. jackfruit, taro

)
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5. Opportunities
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» Opportunities for dessert bananas

» Opportunities for processed bananas

e Conclusions
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Some conclusions on demand for banana

Bananas are one of the most important crops in the world and the staple food in some countries.
Around 90% of banana production is consumed in producing countries, with the volume of traded
bananas being about 14-16 million tonnes imported largely into the EU, America and Japan.

The main factors determining banana consumption include the existence and availability of substitute
products and cultural factors (e.g. in Viet Nam religious usage). Product price and consumer
Incomes appear to have little effect on banana consumption, although banana prices in some
markets depend on the trade policy of importing countries and the cross-price effect.

In general, increases in banana consumption have resulted from increases in population rather than
In per capita consumption. In the case of Russia, Korea and China, however, the growth rate of
banana per capita continues to be high, creating a potential market for banana exports.

Since the banana is a perishable fruit, processing can play a crucial role in improving its durability
and value added. Plaintains and cooking bananas are the main source of banana processing, with
just 5% of desert banana used for processing. Processed products include: juice, concentrated
puree, dried fruit and chips.

Organic and faitrade bananas are playing an increasingly important role in the global banana market,
as are the social and environmental factors in producing markets.
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Some conclusions on banana competitiveness

Bananas have the growing area and production of all fruits in Viet Nam. However, their
competitiveness in terms of income earned by producers and value per unit is relatively low.

The main factors affecting the competitiveness of internationally tradable bananas are the quality of
product, the size and intensiveness of farming and the dominance of multi-national companies with
their sophisticated transportation and storage facilities. Viet Nam thus has no competitive advantage
in global (as against regional) banana exports since it lacks access to these facilities.

Viet Nam has a potential competitive advantage regionally, particularly in view of its long border with
China, which consumes around 4 per cent of the total internationally tradable banana volume and
has only medium but growing per capita consumption. However, the lack of refrigerated transport
and bilateral trade agreements have put Viet Nam at a disadvantage since 2003 compared to
Thailand.

There may be some potential to increase sales of processed bananas to Viet Nam’s traditional
market in Eastern Europe, particularly since some areas of the processed product “chip” market
have recently grown at 10-15%/year (albeit from a low base) offering the potential to improve
economies of scale. However, high production costs and the dependence on foreign agents in
trading has weakened Viet Nam’s marketing and customer contact thus increasing its risks in
addressing these markets.
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Some conclusions on the pro-poor and other social i mpact of bananas

Bananas cannot be considered as a high income crop compared to many of the alternatives (coffee,
pepper, rice, etc.). However, it can be seen as a pro-poor crop, because banana growers can earn
cash money daily and have low input costs. Moreover, bananas have some by-products in the form
of flowers, leaves and fibers that can add small amounts to household income.

While current production techniques in Viet Nam have negligible environmental impacts, a move
towards large-scale, intensive banana cultivation is very likely to have negative environmental and
social impacts. Cultivating bananas intensively and ensuring they are of a consistent quality (size
and shape) for export requires very high pesticide and fertilizer application rates. These chemicals
are dangerous for the workers using them and have negative environmental impacts on the local
environment and downstream.

Women are involved in the banana supply chain, especially in collecting and trading work. They are
involved mainly in the domestic supply chain rather than in exports. In processing, women appear to
be dominant in preparing the material and packing the final products. Women are also involved in
making handicrafts, creating jobs and income for farmers in the off-time season.
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Chapter 6 — Next steps
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» Potential next steps
e Conclusions and recommendations for CAP-PIl in the b anana sector

» Lessons learned during this review
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In general, there are four main options covering po
sectors being reviewed by CAP and Prosperity Initia

tential next steps for the
tive.

Potential Next Step Associated Action Decision Criteria

« If the product/sector appears to offer * Clear pro-poor potential, e.g. a “significant”

Further review/
Feasibility

strong potential for CAP and
Prosperity Initiative, a more in-depth
feasibility study should be
undertaken

portion of the value accrues to poorer people.
Scale opportunity, e.g. at least 20,000 people
likely to benefit from developing the
product/sector.

Clear link to skills/networks of Prosperity Initiative

Discussion with
other NGOs

If the product/sector does not meet
CAP-Prosperity Initiative’s criteria for
further action but might be of interest
to another NGO, then the report can
be sent to, and discussions initiated
with, other NGO(s)

Limited scale opportunity but sufficient evidence
of pro-poor impact (e.g. some value for poorer
people) to be of interest to an NGO

Knowledge of NGO(s) that might be interested in
the product/sector to support or extend existing
activities in relevant sector or location

Discussion with
private sector

If the product/sector does not meet
CAP-PI’s criteria for further action
but might be of commercial
relevance, then the report can be
sent to, and discussions initiated
with, commercial companies with
minimal further involvement from Pl

Some evidence of commercial opportunity but
requires investment or commercial expertise not
available to Prosperity Initiative or NGO sector
May or may not have significant pro-poor impact
No clear link to skills/networks of Prosperity
Initiative

No further
action

If the product/sector is unlikely to be
of interest to either CAP-Prosperity

Initiative, other NGOs or the private
sector, then no further action should
be taken apart from possibly posting
the report on PI's website

* Not promising: very limited pro-poor impact, scale

opportunity or commercial potential
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The analysis and conclusions from the preceding sec tions of this report
indicate that the opportunities for CAP-Prosperity Initiative to take further
action in the banana sector are likely to be limite  d at this stage.

Further review/
Feasibility

Discussion with
other NGOs

Discussion with
private sector

No further
action

» Data from research and field surveys indicate that:

— While demand may remain strong in local areas, there is likely to be only very limited growth
in fresh bananas in Viet Nam but some potential for growth in regional markets such as
China, Russia and Korea, particularly if stimulated by international suppliers entering Viet
Nam.

— The size of the processed market is small in comparison and offers more limited opportunity,
although it remains unclear whether Viet Nam has a genuine competitive advantage.

— When compared with other crops, bananas may offer potential for long-term poverty impact
only in more remote areas affecting a fairly limited number of people.

* No specific data has so far been collected on current or potential interest or activities by other
NGOs in the area of bananas .

* In view of the above comments and the limited scope of this test study, it is unlikely to be worth
collecting additional data at this stage.

» There is evidence of interest from international companies in using Viet Nam as a source for
plantation-based bananas, although the possible size of this opportunity is unclear and the
potential pro-poor implications would need to be explored further if Prosperity Initiative were to
devote any more resources to pursuing this.

* In view of the limited penetration to date of bananas into the local modern retail trade,
modernisation of the supply chain in Viet Nam is unlikely to have a significant impact on bananas
over the next.

» The above considerations suggest that no further action to promote bananas should be taken
at this stage, particularly since this has been a test review.
This conclusion may be reviewed in coming months as our knowledge and expertise in these
studies and in bananas develops.
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