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Disclaimer

The following presentation sets out the results of the study on production costs in Colombia commissioned by GIZ on behalf of
the German Federal Ministry for Economic Cooperation and Development (BMZ).

The information contained in the presentation was primarily written by the following authors:
Dr. Gerd Ramm, Stefan Meyer, Nelson Aguilar, Carlos Salazar (all from Como Consult GmbH).

The subsequently presented content is almost exclusively taken from the study conducted by the authors. Additionally, in a few
selected instances, further secondary sources were consulted and added by the GIZ Sector Program Sustainable Agricultural
Supply Chains and Standards.

The GIZ is providing this information as a public service. You may use the presentation and its content for your own individual
non-commercial and informational purposes only. Any other use, including for any commercial purposes, is strictly prohibited
without our prior written consent.

Page 2 | 28-Jun-21 | Cost of Production in the Colombian Banana Sector

giz



Table of Content

1. Background of the Study
2. Introduction to the Banana Sector
3. In-Depth: The Banana Market and Production Costs in Colombia
3.1 Production
3.2 Certifications and Labour
3.3 Exports
3.4 Production Costs
3.5 Current Global Developments
3.6 Conclusions and Recommendations
4. Bibliography

5. Annex

I T . . e TR S

Page 3 | 28-Jun-21 | Cost of Production in the Colombian Banana Sector



.
Page 4 28-Jun-21 Cost of Pr roduction in the Colombian Banana Sector g



Background of the Study

On behalf of the German Federal Ministry for Economic Cooperation
and Development (BMZ), GIZ promotes sustainable agricultural
supply chains worldwide through the Sector Program Sustainable
Agricultural Supply Chains and Standards, which improves
producers' livelihoods, promotes the protection of natural resources
and increases demand for sustainably produced agricultural
products.

In case of the banana supply chain, activities in Colombia and
Ecuador were implemented by GIZ from the second half of 2019, with
the aim of increasing sustainable banana production.

The following presentation shows the results of the study on
production costs in Colombia commissioned by GIZ. The
presentation offers an introduction to the banana market followed by
an in-depth study of the market for export and production costs in
Colombia. Thereby its aim is to contribute to the aforementioned
activities and increase sustainable banana production.
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The Global Banana Market

.
Page 6 28-Jun-21 Cost of Pr roduction in the Colombian Banana Sector g



Introduction to the Banana Sector
Global Banana Market

General Facts Overview of Banana Importing and Exporting Countries

A More than 1.000 different varieties of bananas are produced

and consumed in the world.

The most commercialized is the Cavendish type banana, which

accounts for around 47% of global production.

Bananas are one of the main crops in world agricultural

production and trade. They are the 5" most common food in

the world.

Export mostly relies on only one banana type, the Cavendish.

This variety is characterized by high yields, resistance to

Panama disease, longevity during transport, and consistent

quality and appearance.

A As a valuable source of energy, similar to the potato, the banana
is very popular. It contains potassium, magnesium, iron and
vitamins A, B, C and E and is therefore suitable both as a snack
and as a sports food.

>

>

M Exporting Countries B Importing Countries Importing & Exporting
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Introduction to the Banana Sector
Banana Production

Bananas are predominantly grown in Asia, Latin America and Africa. The main producers are India and China. Production in both countries mostly
serves the domestic market.

Production has grown from 69 million tons to 120 million tons over the last 20 years. In response to rapid population growth in producing countries,
as well as growing global import demand, production and trade volumes of this crop have increased rapidly in recent decades.

For the next decade the Food and Agriculture Organization of the United Nations (FAQO) expects a decrease in the market growth rate to 1,5% per year.
The North American market is already saturated and consumption in Europe will grow at a lower rate (1,5%) while consumption in Asia and Africa will
rise (3%) due to population growth. Nonetheless total world banana production, according to the FAO, is expected to increase to 126 million tons by
2029.
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Introduction to the Banana Sector
Banana Exports

On average 15 to 20% of the total volume of bananas produced is
being traded on international markets. In 2020 around 20 million
tons were traded, corresponding to 17% of total bananas produced.
Most exported bananas originate from Latin America. The biggest
exporter of bananas worldwide is Ecuador, followed by Costa Rica
and Guatemala.

List of Exporting Countries (2019)

1. Ecuador 6,7 MT
2. Philippines 4,4 MT
3. Guatemala 2,4 MT
4, Colombia 1,9 MT
5. Costa Rica 1,4 MT

Source: FAO (2020)
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Introduction to the Banana Sector
Banana Imports

By far the biggest importer of bananas is the European Union. Between 2010 and 2016 the EU alone accounted for an annual average of 32% of total
global imports, firmly placing it as the largest importer globally. Besides growing health awareness in the major importing countries, rising incomes
among the new member states such as Poland, Slovakia and Estonia are additionally contributing to higher demand for bananas.

The EU is followed by the United States (25%). The Russian Federation, Japan and China are other noteworthy importers. The main importer of organic
bananas is the United Kingdom.

World Net Banana Import
(in thousand tons)
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Introduction to the Banana Sector
Sustainability Standards and Certifications in the Banana Sector

Voluntary sustainability standards (VSS) are standards developed at local, national or
international level by public and private sector organizations on environmental and social
improvements. They define the criteria to be met by the certified organization or product, often
resulting in an identifiable label. The most important are:

GLOBALG.A.P.

Its main aims are to minimize harmful impact on the environment, to reduce the use of chemical
inputs, to ensure responsible behavior for the health and safety of workers and the welfare of
animals as well as to ensure hygienic conditions in harvesting, packing and transport activities. ®
Global GAP is the benchmark in the banana market for producers. &

RAINFOREST ALLIANCE

The agricultural requirements of the standard are based on sustainable agriculture. | t d2signed
to help farmers protect the landscapes where they live and work, while providing a refined
framework for improving their livelihoods and promoting the human rights of rural people. A new
sustainable agriculture standard is in place for 2020.

FAIRTRADE

Its aim is to advance fair trade by improving market access and trading conditions for small-scale producers and their workers. It provides a guaranteed
minimum price for the product, plus an additional premium to the organizations that they must use to improve conditions in the community. Fairtrade
plays a leading role for small-scale producers and their workers in the banana industry.

GLOBALG AP

FAIRTRADE

ORGANIC
There exist different certification bodies for organic production, which usually have an environmental focus. Some of the most prominent in Ecuador and
Colombia are the European Union Organic Farming, the USDA T Organic and GAP certification by Agrocalidad. ——
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In-Depth: Colombia

The Banana Market and Production Costs in Colombia
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In-Depth: Colombia

Key Facts and Figures

Colombia

Banana consumption in Colombia is 4 kilos
per person per year, while in Europe it is 14
kilos.

In 2019, exports reached 1.895.994 tons
and imports 2.579 tons.

More Information

Capital: Bogota
Population: 50,3 Million
Area: 1.141.800 sq km

Source for figures: World Bank, Statista

Socio-economic Indicators of the Banana Sector

Col ombiadés GDP (in USD billions) 323,62

Contribution of exports to GDP (percentage)

Contribution of agricultural exports to GDP (percentage)

Banana exports (in tons)

FOB value of banana export (in USD billions)
Percentage contribution
€ agricultural exports

é GDP
No. of banana producers (UPA)* for export
Hectares of bananas planted for export

No. of workers in the banana sector
No. of workers in the banana export sector

* Agricultural Production Units (UPA for its Spanish acronym)
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In-Depth: Colombia

Production
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In-Depth: Colombia

Banana Producing Regions

COLOMBIA

Vichada
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Colombia cultivates around 10 varieties of bananas and plantains, making them fundamental to the
diet of the country's population. Bananas are planted in 22 departments and 204 municipalities,
with 35.139 banana growing families in Agricultural Production Units (APU).

In 2019, the number of hectares of bananas planted in the national territory increased by 542
hectares compared to 2018 (50.685 hectares), for a total of 51.227 hectares (export and import).
The increase in production in 2019 compared to 2018 is associated with better plantation conditions
due to climatic phenomena.

The recent growth of the area planted with export bananas is especially noticeable in the northern
region, towards the areas of La Guajira and Cesar. The department has 5.096.635 ha suitable for
the cultivation of bananas for exports and of those 703.587 ha are of very high suitability (A1). On
average, the area planted with bananas is 5 hectares per producer for export and domestic
consumption.

Department Sowed area Production Productivity

(ha) (ton) (ton/halyear)
Antioquia 37.838 1.299.526 35.5
Magdalena 13.939 423.538 34.3
Guajira 3.141 122.587 42.3
Valle del Cauca 6.240 88.660 18.7
Quindio 3.016 48.129 16.4
Santander 2.703 43.465 13.9

Main banana producers in Colombia Source MADR (2019)

.
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In-Depth: Colombia ¢

Banana Production

The main production systems in bananas are for native and export bananas. The native banana Gros Michel variety is mainly used for internal
consumption and is produced in a large number of departments, such as Valle del Cauca, Quindio, Santander, Antioquia, Cundinamarca, Huila, among
others. It is also produced in mountain areas and closely linked to coffee production areas and systems.

For export, the most cultivated variety in Colombia is Cavendish and its subgroups Gran Enano, Williams and Valery among others. Cavendish is the
variety demanded by the international market. It is adapted to the agro-climatic conditions of Colombia, at altitudes between 0 and 300 meters above
sea level.

For Colombia, the year 2019 closed with the production of 2.238.000 tons of bananas, of which around 1.900.000 tons were destined for export and
200.000 tons for national consumption.

Colombian Banana Production
(in thousand tons)
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In-Depth: Colombia

Certifications and Labor
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In-Depth: Colombia .

Segmentation of Producers in Colombia by Certification

A review identified a significant number of
certifications and seals used in the production

and marketing of bananas for export in P -
Colombia. The most relevant ones, their 7
characteristics and coverage are presented on
this slide. Number of Number of Number of Number of
. producers* producers producers producers
Share of Certified Producers 673 1.043 62 8
3,5% 0,5%
' Area (ha) Area (ha) Area (ha) Area (ha)
43.147 69.174 N.A. 1.102
88% of the area The most important Certification is Organic
designated to certifiers are granted by the Certifications used:
banana export is NaturaCert and Fairtrade Labelling 1. EU Organic
58,4% certified under this CERES. The area Organizations Farming
norm. reported is greater International (FLO). 2, USDA'i
than the number of All certified Organic
hectares dedicated producers were 3. Japanese
to export and was located in the area of Agricultural
®GLOABLG.A.P. Rainforest Alliance not disaggregated at Antioquia and Standards
Fair Trade Organic the department level. Magdalena.
*Multiple certifications can be obtained by one producer. ——
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