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Introductory note

o Thie paper ccntelns uhe results cf the research worls conducted by
the Joint CEPAL/CTC Unit concernlng the actlvitles cf transnaticnal
ccrperetlons (TNCS) in the banana industry of Central American countries.
Farts I and II rev1ew se?ecteu aepects ef the internatlpnal banana
industry and give prcflles of the main TNCs cperatlng in Centra+ America.
Part III sumearizes the evclutlcn of the U.S. banana “industry and its
expansion in Centrel America, FineBly, parts IV and V overview the
benana 1ndustry and recent gnvernment DDllClBS 1n terms of the reglon
és & whole and, 1n more deta11, with rerard tc the particular policy
changes in the m1d 19705 in Ccsta Rica, Guatemala, anduras end Panamsa,

In the parts III threuch v cF the paper, an attempu has been made

to underline some 1mpcrtant as pects of the ccmmon research framework of
the Interreglcnal CEPAL/ECA/ESCAP Prcgect, 1/ such as Unlted Fru1t crlclnal
mcncpcly and vertlcal integretion; 1ncrease in TNCs ccmpetltlcn due tO
natural, technological and legal changes (1n the United States) and
different TNCs_strategies confranting them{ the factors of Central American
countries dependence on TNCs domineted banana inductry and of producticn and
export diversificaticn gpvernment and pub_lc sector leiClES of the mld
12705 ieaeinr to a grea cer national ccntrcl and redlstrlbutlcn of galns
in the Centrae Amerlcan banana industry and, Flnally, dlfferent TNCs -
ccunterstrategies in dlslnvestment. cuttlng of prcdu0u10n end exports,

political Pressures, etc,

)/ See B, ‘Vidyono, Transnational Cofporatigns in Export-oriented
Primary Commodities: A Study of Relative Pargaining Positions .
and Geins, Joint CEPAL/CTC Unit, Working Paper N°G, August, 1977,
and the new version prepared by the d01nt ESCAP/CTC Unit in .
September 1973, ° T

/For various



For various reasons, hawever—fparticglarly leack of more detailed
information and shortage of resources in the Unit——it has not been
possible” to analyse the new aspects of the Central American countries?
bargaining capacity and resulting distribution of gains in & more -
coherent and systematic way, as would have been desirable according to .
the atove mentioned common research Framework, An exercise seeking to
make a synthetic eveluation of the experience of some Latin American
countries with the TNCs in the, bauxite, tin. and banana industries is -
currently being:undertaken,

Parts I, IT. and \i 1,.of this, paper correspond to an eariler study.
by the Unitts censultanfs‘, Professors 'I, A.. Litvak and C.Je. Maule
published by the Unit in.1877; Part ITI end section 2 of Part V are
based.on+the research work undertaken by.a former staff member of the
Unit, DO, Hoelscher, -and Part IV of the paper corresponds to a report by
the'Unit¥s:consultant G. Pavez, J/ The paper as a whole has-been.edited
by the: Regional Adviser on TNCs..J. Knekal,

Finally,:while this peper wes prepered solely for-use by.the
- Interregianel Expert Group Meeting on Bargaining Capacity and Distribution
- of Gains in Export-Oriented Primary Commodities {Bangkok, B8=-13 October 1979),
critical comments and complementary information would be particulariy
vwelcomed from government officials, experts and academic circles of
Centrai American and.Caribbean-cUuntries in order to assist in the ..
preparation of a definitive CEPAL. study for the forthcoming_Interregional

Seminar of Government Representatives to be held next, year in New York,

[rawe— e

j/ See. Or. 1. A {_itvak and Dr, C,d, Maule, Transnational Corporatidns
in thé bandna dndustrys. with sgeclal reference to Central America
end Panama, Division of Ecanon1c bevelopment, Joint CEPAL/CTC Unit,
Lbrking Paper Ne7, Aurust 1077 and Gu1llermo Puvez, La act1u1dad

Limltado CEPAL/MEA/77/20/REV.1, dune 1978,
' /Part I
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T Part 1

| SELECTED ASPECTS CF THE BANANA INDUSTRY < 3% %

oAt

1. Productlen rrocess'”” S W
" The. banana. plant is .a giant herb whlch grore year round in various
cleatlc regions from dry subtroplcal to wet tr0p1cal° Bananas require
50-60 1nches‘efdralrfall per annum and a mean temperature of780°F, -
, The plant 1s an annual whlch usuall"'produces fruit for 5-to 20
years, l/ and sometlmes 1onver° '

R The banana has an underground stem or rhizome from which roots,
.mguckers and pseudostem grow. The blossom stem which producés the fruit
emerges from the psaudostem. The suckers are capable of produé¢ing new
¢ pseudostems thereby renewlng the prbductlve cycle after the bunch of

bananas has been harvested. ' T : ' ;

) . The 51ze of, banana grovea and plantatlons varles widely from
hﬁsmall 1ndependent land holdlngs of less than 25 acres to huge banana
' plantatlons of ‘the transnatlonal companlesa These companles ‘organize

themr operatlons by d1v151ons whlch neneraIly range i%r size from

10,000 to 30, OOO acres. Each d1v1510n 18 d1v1ded info unit farms

of from /500 to 1 OOO acres, eacn operated as a Separate unit. 2/
The process of cultlvatlng bananas 1nc1udes the follow1ng

v

.‘operatlons 3/

a) clearang vlrgln forests )
. (2) Plowlng - o S L
A (3) establlshlng an approPrlate draining system =
HTJ(Q) contourlng of sloplng land :

;ﬁ(S)(plantlag,' 1nc1ud1ng seed selectlon and’ appropriate spacing

vt Coe L el " R i

1/ H.B. Arthur, J.P. Héuck and G.L. Beckford, Tropical Agribiusiness,
Structures and Adjustments - Bananas, Division of Research,
Graduate School of Business Administration, Harvard Unlver51ty.

;BOston, 19‘681 Pn }+7u - S B . ) e T

B . . , The s ¢

2/ ?°Ib1d,, i 53 e IR
3/ - Ibid., p. 50.

/(6) weed
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(6) weed control by cutlassing, mulching, cover plants or
~chemicals

(7) pruning - i.e., selection of suckers to follow the parent plan
and removal of those not selected

(8) irrigation and fertilizatjon

(9) disease and pest control i

Thls last operatlon requlres elabovatlon. The major disease

problems have heen sigatoka or leaffstop{dlsease which is controlled
by manual or aerial -spraying.and Panama -disease.. Originally -Panama
disease was Ycontrolled' either by abandonment of infected areas or by
2 technique known as flood following whereby banana lands were

~ surrounded with.dykes and flooded for periods varying. from four months
N to‘one-yearg;/ .These practices have been discontinued due to.thg shift
_,away from themﬁros!M;phel variety of ;banana to the disease resistant
Cavendish variety in the early 1960s. Insect protection is . provided by
placing polyethylene bags over the growing bunch of fruit. .

Harvesting involves cutting down the unripe bunch of bananas and
then cutting down the pseudosten so that the productive cycle may begin
again-with a new sucker from the original rhizome. It takes ..
approximately 9 months for the firat bananas to be harvested and
3 months for each subsequent harvest. .

Bunches of bananas are. then transported from the. flelds to the
boxing station. The fruit companies have installed cable conveyor
systems from the field to the boxing stations to handle<this operation.
Upon arrival at the boxing station clusters of bananas are destemmed
and placed in a washing tub. They are then weighed, graded, and
selected for export. ‘ , _ .

Bananas chosen for export, after weighing and grading, are placed
in corrugated cardboard boxes with plastic linings, whlch welgh

e

. hQ pogp@s.whentf;llede. The best grade banangs are marked with brand

1/ S. May and G. Plaza, The United Fruit Company in Latin America,
National Planning Association, Washington, D.C., 1953, p. Ok.

- /names, and
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names, and the seconds are unmarked yet still shipped for export.
Rejects are usually sold 1ocally° Quallty control is an 1mportant
agpect of the entlre process from the tlme the stem 1s cut unt11 the
clusters are packed. '

The bananas are then transoorted from the boxlng statlon to the |
-shlpplng port in unrefrlgerated box cars. Often the frult companles own
_ both“the 1and transportatlon system - e,g.,'ra1lway - and the shlpplng
portrend loadlng facilities. The benanas are then 1oaded on refrlgerated
‘ships or reefers._ Some of the reefer boats are companynowned. However,
there 15 a trend towards long—term lea31ng of reefer boats dué to the
rising pr1ce of boats, and the emergence of 1ndependent reefer tonnage
pools which exhlblt potentlally greater flex1b111ty than a company-owned
fleet.l/ - Sp01lage can occur 1f there is a delay in loadlng from the A
box cars to the reefers." , ‘ o

_ In the 1mport1ng country the bananas ere unloaded and transferred
to refrlgerated trucks whlch transport the frult to a rlpenlng plant°
In the United States the major 1mport1ng firms sell the bananas to. A
-1ndependent rlpener-jobbers, produce and grocery wholesalers. and o
corporate grocery chalns° In otlher countrles the fruit companles
perform thelr own r1pen1ng and further dlstrlbutlon. Any bananas whlch
cannot be sold et docksxde are celled “rollers", whlch are placed on
trucks and dlspatched to an 1nland destinatlon in the hope of a sale
while. the load is in tran51t_d/ _ o

The technology of rlpenlng allows the rlpener to advance or
retard the speed of r1pen1ng by 1ntroduc1ng or w1thhold1ng ethylene gas
<from the rloenlng room and also by controlllng temperature and humldlty.‘
Rlpeners are therefore able to make short-run adaustments 1n the supply
of bananes. Qther functlons performed by the rlpener mey 1nc1ude
wrapping and prlce-marklng of 1nd1V1dual bunches, direct dellvery to
retailer? s store or warehouses 1n refrlgerated trucks, and sometlmes the

exten81on of short tern credlt,

1/ UNCTAD (24 Dec. 1974Y TD/B/C.1/162, ‘The Marketlng and Dlstrlbutlon
. System for Bananas, pages 45, Sf_,;jn.,. .

2/ 65 per cent = 70 per cent of fresh fruit is shipped by truck in
.. the United States.
/The final
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takes tltle to the bananas a few days before peak rlpeness,
thus she1f~11fe is usually three days.

The product1on flow of bananas from grower to United’ States
consumer 1n the export market 1s shown by stages. in Figure '1," togéther
.wlth the maln act1v1t1es undertaken at each stage° The follow1ng p01nts
-should be noted. o ‘ '

1. The number.of arms~1ength transactlons varles ‘from two to four:
between grower and consumer._ In the case of the transnationals which ™
grow and ship to the United States and dlstrlbute through a chain ¢
grocery store, the flrst transactlon takes place at dockside in ‘the
United States and the second ‘at the retall level to the consumero In
the case of the Assoclate Producer which sells to the transnatlonal in
the produc1ng country, the flrst transactlon ‘takes plaoe in the produclng
countrx, the second at docks1de to a rlpener-Jobber or a chaln, the
third to'£e£511 outlets and tne fourth to the consumer in the case of
the rlpener-gobber, and the thlrd to the consumer in the case of the
chaln.‘_' - ‘ ‘ ; ; v

2. In the case of 1ndependent producers, mainly in Ecuador and’
Colombla, shlpments are made by 1ndependent shlppers to ‘the Unlted
States market.. ’ o B ' HE e

3.  The output of Assoc1ate Producers 1s 1nspected by tHe shlpper
'Whlle bEIHg boxed. Spot 1nspectlon of bananas 1s made ‘at dockside in
the United States.;' S | R R o

&? . Rlsk assoclated wlth the perlshablllty of ‘the’ produce once plcked
ocohrs under the follow;ng clrcumstances. - B

(a) Delay in tran5port1ng bananas in unrefrigerated box-

 cars to dockslde and delay in 1oad1ng the reefers.

(b) Malfunctlonlng of refrlgeratlon system on réefers, = - !
e.g., a leaky hatch. Also bananas picked at two differéhnt
Nlocations and at, different stages of maturatlon may -
activate the rlpohlng process, 1f shlpped in-the same::
hold. - ' )

: -ZFigufe 1
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Figure 1
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(c) Once bananas have arrived at &bcgside in the United

States at the correct temperature and degree of

maturity, the ripening process can be activated in

ripening rooms whenever the ripeners decide to do so.

Aftér the ripening process is begun, using ethylene

gas, there is a set time until the bananas rot; thus

ripeners must get bananas into stores allowing for a

shelf life of 2 to 3 days.

(2) An independent shipper attempting to ship from a

Central American country; where the dock facilities

are owned by one of the transnational companies, may

find it difficult to obtain aiberth to coincide with

the arrival of the shipment at dockside. The risk of

a rotten shipment is thus highér for independent shippers.
5e In the United States, the 1958 Consent Decree with United Brands
prevented the 1mp0rt1ng companies from retaﬂnlng title to the banana
shipment once unloaded. The practice for Castle and Cooke and Del.
Monte is to sell at dockside. The independent shippers do the
same. De facto, the Consent Decree appears to apply to all importers
in the United States. o
6. None of the banana reefers is under United States registry
although some are United States owned. Registry is mainly Panamanian,
Liberian and European. L '

A banana plantation yequires agphysical capital infras%rudture"
which includes the following: a transﬁortation system from field to
packing shed, usually an overhead cable system; a packing shed |
operation; a transportation system from shed to dockside, usually a.
railway; dockside loading facilities; a box-meking plant; machine
shops; housing and facilities for workersj pumping stations for spray
irrigation and fertilization. Some or all of this infrastructure
may be owned by the plantation. Associated with the machinery #nd -
equipment is the requirement for servicing and maintenance, whichh'
is crucial for the uninterrupted flow of banana production from
grower to consumer. - L

/Large scale



Large scale banana productlon rgqulres a. hlgh level of fixed

investments. For example, Castle and Cooke spent 1] million dollars

_.,,,“__,

to open up.a new 9,000 acre, plagtatl pﬂat Rlo Frlo, Costa Rica in

AT

0 1970.1/ This, 1nvestmept would be bighg; 1n .those countries which

have a less developed 1m£rastructure. e

et e o e e e R AR PR IR D mND VR, e

5. Production and Trade Statistics

Central America accounted for 13 per cent of world banana
production iﬂ 1973 witﬁ‘ﬁonduras éﬁd Costa Rf&ﬁ being the‘3§iﬂ§ipa1
producers. :éther major producers “are Brazilwﬁith 21 perAcént,

Ecuador wi£§:9 per cedg‘and India with 8 per. cent of world production.
In total 58 ﬁer cent 6f banana proéuction takes place in fﬁe;Western
Hemisphere =i table 1..7 .. B Tk oo

There 15 a markEd difference among countrnes with nespéct to
yield per hectare, as table 2 111ustrates, The enormous.range, of
production ylelds per’ hectare, 4, ﬁ?i in Panama to 32,500 in Costa Rica
ig due to é varlety of' factors - cllmatlc and SOll condltlons,”;
fertilizatidn 'of 5011, ‘management - skills and site of plantat:.on° The
high yield countries tend to experience favourablerg&limatic condltlons,
are host to foreign companies which own/admlnlster large banana
plantations whlch are well fertilized and where bananas are. grown
1nten51vely;a On small~farms, bananas are often grown 1nterspersed with
other crops,,go that the ‘yield per hectare is naturally lesso”
Blowdowns and floodlng resultlng from hurricanes, and dlsease "will often
reduce ylelds in a parilcular region at certain times, 86 that yield
variations .have to.be interpreted wiih cares. . coor i . . .

Central . America a@counted forf&} 6 per- cent of -world banana exports
by volume in 1973, compared to 13 3 Per cent of world banana production.
The other major exporting country was Ecuador with 21 per cent of world

exports by volume and 17.3 per cent by value - table 3.

1/ - Castle and Cooke Inc., Annual Report, 1970, p. 15.

/Table 1
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Table 1

" BANANA PRODUGTION BY COUNTRIES '

’ (A'I"hou'aén.d's of ‘metrid dons) -

-

BEZ

75

Per- A Jor-
fmount sentage Anount " gsentage

Central Ameries oo A T
Honduras - -~ 1500 - . - L. -1'600 4.6 -

_ L‘oafa_ Rioa L 1 %0 3.7 1 300 ey

" Parame 103 7 Be# © 966 . 247
Guatemala ' - ' 498 - 1.5 ¢ 520 .- 1e5

;. Nicaragua = . as, 0e6 240 0s7
" Fl Selvader ' CUsD De1 53 0.2"
l Boliwe = s R I i3 -

Subtotal L 230 13.3 b 626 . N .13.1! :

Rest of Amerioa © - @ 15 266 . - 5o Mg,1c - .o 15 &78 © . 4k B

Asla _ 9MWIs ey Ly By 28.1

Afrisa Y 39y TUI.E S 41y 11,8

Eurcpe . R ¥ ¥ . 1e8 : 5§20~ 1.5 ..

Ogsanta 1o .05 Lo ok
Total 33 84o . 1000 P 978 1000

» Inoluded sbove are the fellowing

zzjer preducers outside

Central America: »

" Braztl S 7 300 20e9
Eouador. - = - . . 3000, ;.. B .
India ’ 2 900 Be3
Burund{’ 1 520 ke

. " Thailand . S 1 250 : 346

~ Philippines ) 1 180 I

Mexico ' 1115 32

Ssurce: Food and Agriculture Organizatien ef the United Netlens, Production. .

... prltnliidiui iy

Yearbook 1973, vole 27, Reme, 1874, page 182.

/Table 2
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Table+-2. 1.r)
WORLD BANANA PRODOCTIUN ¥IELD PER HECTAHE.. .

B L TH R T

R 0% 2 ha e i KGfHA
L R . e
Céntral Ameriga = '
R e i

" Homdwras "
Casta Rica 32 500
Panama - syl

Yol Guatemalal . c Lo g 8 525

" Nloaragus . 4.0 SLEE s 6..000

-+ B Salvaedor- P s S ol 5 699
-Belize . - T VAT 5 600

Rest of jmerica - _ 18953 -

Asia U - . 1o 8831

it
Europe 28 b5

Oceania . S SV TR 6 607 .

LY TN . P e

4 @

Sourcet Food.and Agrisulfure Organizgtipﬁaof the United Natlons, Produstien ,
oot Yearbook 1973, Vol. 27, Rome;, 1974, pe 1B2.

s L. ot e .
T [ Lot i
i . o
- . s
0 v o
AT i i ! Lot )
Leith - B Lo SR
—~ - tar e e ey _— . -
L e T
oL Lt EE v ot ' '
A Nl - * s LRd
AT R L
4 . '
LAY I "
LM
Prn) ik ¢
-
PO S
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Table 3-. - -
" BAANA EXPORTS: BY ‘QUANTITY AND VALUE |

—

1973

Amount Per= Value Par—
(metrie oent - (milltens - oent
tons) age of US$) - ege -
Cantral kﬁeﬁcg

Costa’ Riod 1 030 000 1545 87.0. . 13,8
. Paname - 540 000 Ba2 65,0 . - 10,3
Guatemaia® 220 Q00 343 1544 C 244
Kicaragua 105 000 1.6 10,0 1,6
E} Salvador - - - -

Bolizs .- - " - -
Subtatal; 2 894 Yoo 3.7 27243 43,1
Rest of ﬁraet-:l:oa. o
Eeuador 1 391 100 21,0 109.1 17,3
. Colombls 240 GCO 346 C17.0 27
Martinique 77 TEBEO00 T 230 0 20 e 3,8
Jemaioa R A T, 1T R W 2 g2 2.2
Others AT B12 MO0 s T o963, i 1B243 13.0
Asla g/ 777 800 11,7 65,4 10,3
_‘— Afriga Uiy 500 6,3 838 649
Burope 25 100 04 %9 .7
Total 6 626 100 100,0 632,0 100.0

Sources Food end igriculturs Organization of the United Nations, Trede Yeerbook 1973,
Vol, 27, Rome, 1974, ppe 183~186,

& or which: Amava Velus
(metric tons) (milliong of Us$)

Philippines kéey Boo 27.8

China, 250 000 321

Others - 62 000 5¢5

/Europe and
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Europe and North America aré the principal importing countries and
together with Japanyaccounted for over 92 5 per cent of world banana
imports by volume and 94.% per ‘cent by Falle < fable 4. It is
interesting to note that,of the large importers, the United States 15
the only country in. whlch 'fts share of _imported bananas by value is
markedly less than 1ta share of imported bananas by volume. Thus,
the United States pays less per ton ofsbananas imported than do the

© M Ayt dmoie m g

other major importing countries. Part of'the reason for this may be the

AR

reduced freight costs due to c¢loser proximity to producing countrlea;:“
The destlnatlcn ef banana exports ‘¢an be identified in. detall %or
the United $tates market and 1n fact also for Canada, 51nce the Canadlan
market 1s sﬁpplled malnly fnom re-exports from the United States¢;§;
Bananas are 1mported 1nto the Unlted States from East Coast, South®
Coast, and West Coast ports, The 1mports by companies into the ‘Tifited
States for 1972 and 1974 are shown in table 5. The origin.of these, .
imports by companles'and coﬁntrwes 1s gs follows: cedeen g

Importing {*Shlpmeﬁtifrom Unlted States 7 -

Company ;. - S CGAkE Of entrz ‘
DA ._‘ ,-,"9 TR S Southg -‘-Eagt‘

R

DRy L

- ':u ; . wﬂwest) .
1. United Brénds '« Tela & Pto. Cortes, s B
RN «<"Hondurée WL Cay:
-“Puerto. Armuelles, Panama 5 E W e
Golfltﬂw Costa Rica S B W .. e
. . Turbo,, Colombla o S E
- “Eeuadot¥ o S E W -
.N_w”m“m””4Almlranta¢m£anama¢ﬁ“_m‘thﬂ_ﬁ s
2. Castle and . "% Lb Ceiba~Sula, Honduras 8.8 . .
Cooke Puerte Limas, Costa Rica 5 E MW .
Guayaguil-Bolivar, Ecuador S E W
Nicaragua W
2. Del Monte Costa Rica S E
Guatemala 5 E
Lecuador S B
4, Pacific Fruit Guayaquil, Ecuador E
Co. Pto. Bolivar, Ecuador E
5. Parker Banana Turbo, Colombia
6. Banana Supply Pto. Bolivar, Ecuador S
7o Sucre Banana Pto. Bolivar, Ecuador E
8. Turbana Banana Turbo, Colombia 5
9. Imperial Banana  Guayaquil, FEcuador E

/Table 4
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Tab J-a

b B : T v e Lo

The wrld

Europe

North Ameries . .
. Asia e

South Americe

Africa - -
~ Ocesnia

Total .

Prinoipal importers

nited States

dapan -

Germany Federal Republio

Fi.-e.noe
Italy .

United Kingdom

Canade

Netherlands

Belgtum *

Other Europs E

-

Subtotel -

mt : A B Fat
(metrio oot
tons) s

. Value -
{million
Coaf UsSEy

o Pape

: nenj:,_"d

.age

2 682 000 I'I'ZoB
27000 S
1 066 000 .. - 17,1

vy 57 000" .‘.-"_H:"‘l.s Tioou

.i_:gyo 000 .-

TLogsh 000 i gLt
931 000 a9
€76 900 <7 T L0@ i 12346
481 ooo 77 123, 6
350 000 5.6 60,
307 000
SE2Ig 000 7T 3N gy
120 000 - g o 18,2
POh 000 T LS . 1546
8§53 000 - . - 10.5- 130,5

5 782_000 925 B3%.8

122,7

541,1
Tl 9T 236460
086 .00 o O3,
202 000 3a2 2043
2n
26000 04267 -

: w |

X5

b9 69¢5

sey

gy

m..7 ‘.
2,1
B

. 0e3

10040

12.9 - -

1300_ " , 3

6.3
703

L hge

1,9
1¢6

13.7
Skt

Soursst Food and Agri sultura Orgenization of the Unitad Na.tions ’ ‘Trade Yeerbook 1973,
Vol 27, Roma, 19;h, pp. 179~182. ' :

&
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Teble §

UNIPED STATES BANANA LNPORTS BY IMPORTING COMPANIES

gy 1574
Company Nugber of - Fers ' Number of Per-
‘boxes - :::-b- " boxXes :;?'
Castls end Cooke 98 03¢ 791 36489 43 799 816 140,69
United Frult 46 116 464 W3 39 293 bo2 36450
Del Monte Banaha Company 3 861 52 9456 17 063 153 15.85
Pan. Anerd can ' 3 508 508 3440 " 2 591 137 2.1
Parker Bahana 1 568 617 - 1.52 1 €71 058 L.55
' Banana Supply 1 293 698 1428 1 88 273 1.20-
Sucre Behana 02 623 . 0468 357 296 0u3l1 °
Turbana Banena 1531 58 1,48 1 100 806 1,02
Imperial Bansna 285 866 0427 284 921 0s26
C and § Imports 32 114 10,03 78 87 0.0y
Netional Pruit - - 115 307 - 0u1%
Genaral Thopiosl s o 24 995 0402
Othera 159 0034 0,15 ’ - “
Total '3.0.3_'020 W 5998 107 @49 131 9999

Souwrco: National Banana hssoolation,
60+ aAmeriocsn Bank Building,
New Orleans, Louisiana 70130

/it should
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It should be noted that the three transnatlonals ship bananas
to the United States from South Amerlca, malnly from Ecuador, and are
the sole shippers from Central~Amerlca; while -the independent -shippers,
(whose share of shipments: to-the Unlted States is about 10 per Cent)
ship only from Ecuador and :Colombia. - In the period January to
Aprll 1975,. Hnlted States shipped 5 million boxes less than in the
same period in 1974, Castle and Cooke 3 L million boxes less and _
Del. Monte 0.2 mllllon boxes. 1ess, whlle the independents 1ncreased
thelr shlpments by'l 3 mllllon boxes. Thus Ecuador and Colombla “
1mproved their export p051t10n due to the 1ndependent$ and probably
by way of sh1pments by the three transnatlonal firms, while the
Central Amerlcan countrles experienced decllnlng banana exports° ‘Pert
of this results from Hurrlcane Fifi, 1n Honduras, and part from reduced
shipments in respense to the banana export tax, espe01ally by Unlted
Brands in Panama.

The position of Ecuador is crucial to any co—oPeratlve'
arrangements between banana producing-exporting countrles,' Ecuador,
unlike the Central American countries, has little foreign 1nvestment
in banana plantatlons and exports through about 30 Ecuadorean flrms,
five of which account for 80 per cent of total exports with two of
these being the principal’ Unlted States suppliers. In addltlon,
fereéign~exchange-earnings from Ecuadorean crude o0il exceeded those for
bananas for the first time in 1973, making Ecuador less dependent on
bananas.l/ At the same time, unemployment.is a severe problem in
Ecuador, and emphasis on banana production and exports must remain
because the oil industry does not provide a large number of unskilled
jobs. Thus, until the 0il revenues can be used to create employment
opportunities in other sectors of the economy, no moves will be made

to curtail banana production.

1/ C.M. Anderson, "Ecuador's Banana Production and Sales Receive
Government Aid", Foreign Adgriculture, United States Government
Printing Office.

/3. Associate
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Ze. Assoc1ate Producers

Associate Producers (APs) are national banana producers who are
linked by some form of contractual arrangement to the transnational
banana enterprisesf A recent UNCTAD Report estimated banana acreage
of APs related to each of the three transnationals for 197251973 (see
table 6). | A .

In:general}AP plantations are much smaller thén_the"plantations of
the TNCs. The APs have =& coniractual relationship with the TNCs
 whereby the TNCs éuﬁply the APs with technical and managerial advicé, 
fertilizers, boxes and other inputs, and contract to purchase the
bananas produced by the?APs from an agreed upon acréagé. The AP
plaptatinns are usually owned by nationals who may'manage the farms'ar

hire managers. These ménagers‘are oiten ex-employedes of the TNCs.

However, this general picture is much more complex when
individual ceses are examined. In the case.of Costa Rica, fouf fbreién
companies, Compafiia Bananera de Costa Rica (United Brands), Standard :
 Fruit (Castle and Cooke), BANDECO (Del Monte) and Compafiia Bananera
Atlantica (COBAL) export bananas from company-owned plantations
and from APs —Itable 7. In 1974, dependency on APs varied enormously:
United Brands'.éxports,from APs were 5.4 per cent of the company's
total Costa Rican, exports for Castle and. Cooke 45,8 per cent, Del
Monte 68.7 per cent, and COBAL 95.6 per cent. i '

Apart from a 100 hectare farm used as an experimental statlon,
COBAL, a. German-owned firm,acts as a marketing and distribution '
organization ~.buying, transporting and marketlng bhananas 1n Germéﬁj;~"
Cf the four forelgn firms in Couta Rica it makes the least dlrect l
contrlbutlon by way of l1nkage effects to the Costa Rican economy; it
is unresponsive to host government pressures and has its APs totally
dependent on it for marketing its bananas. At the same time, the

company has minimum foreign ownership of assets in Costa Rica.

/Table 6
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Table 6

ESTIMATE: UCRED . BANANA 4REA BY COUNTRIES AND

COMPANIES, AROUND 1972~1973 .

-f . (fores) - “
T T T T ; _
Coun triesl | :nit:d |Assooiate S;an::rd | Assootate ;Del Mente Assogiate | Other | Assosiate] Grand
co;a.n flProduuers cg:;w 'Produears Company |[Producers ; Company Prpdupars total
hner 1069 S
Cuatemala - - - 1 B 2 375 - -1 w07
Nisarague - - L w 4 500 J. - . - P 4 50
Costa Riea. 19-300 - 6301 25 o84 . 6 334 5019 10 076, 6 900 | 63 uq
Penema 26 50 9 750 - - - - - e |36 208
Honduras 21050 7420 | 157230 " 6 975 - - - SR -1 67i
Colombia- - 19 50_0: i L - -~ - 17 RGO 37 Ooq
Eaedar - - 2500 8 000 - < 215 W76 | 225 979
Surinam - l{_ 575' - T e, o - - - - . L .. } Li- 575%
Jamalea - - - - - - - 9 C0O 9 00
Vindwerd Islend - - - - - - - 7 300 i 30%
Afrios; o ' i
Ivory Coast 13'500° | 13 504
Somalie ©12.500. ] 12 500
Cameroon 5 300 5 30({
Asia 1
Philippines = 9000 - 1L 855 | <2530  -9700 11,380 | U4 465
Grand total 66 800 50 935} 32 814 37 664115 91y 22 151 298 B58 | 525 14X
i
R )
Company share : ; ,.-: P y R
(peroentage ) W - “1345 | 72 5649 100.9
: : '

N

Sourse# Data obiained by the UNCTAD Secreta,rie.t from vu-ious auurnes, (see UNGT&D, The Marketing and Distri‘nu-
tion Systsm far Bangnes, TD/B/G 1/162, p. 2‘+)o - ‘

Note: .

8 United Frui.t Gompan_,r is the ba.nana. diviaion of United Brands. B

/Table 7
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B .. .

. i Table 7
 “BANANA EXPORTS BY FOREIGN COMPANIES aND
ASSOCILTE PRODUCERS FAOHM COSTA RICh °

[

T - L. g o S Pt —

1974 | 1975
Cempany .' < - " Perm ‘ ' Por=
e . Huaber of sant . Hunber of oattt
boxes 5/. C age_ " boxes &b/ age"
Compafi{a Benaners, de éosté.'-'ﬁie.a. : ' : ‘
(nited Bremds) - - . . Uy 1oy 900 946 12 020 000 9342
Assvolate produsers - . BOO 00O .. 5.4 G8e 000 €8
Subtotel o : M 907. 990 . . 12900 000 - Lo
Standerd Fruif Company K Do : o
(Gestle and Cooke) . - L 10 654 Yos | 5he2 .. lo Soe €00 : .5_1.1\‘
Asgociate produsers - C . .B9gz 600 - 5.8 ., 10 200 000 43 .6
Subtotal . Lo 000 ., 21 000 400
BAHDECO (Dol Monts) ‘ B 15256 3les 4400 000 3067
Associoted prodissrs T T 9093400 6Be7 - - 97920 000: - 69a3
" Subtotal 13245 900 14 320 900
Gompafifa Banenera Atléntios (0PBAL) 25700 MM 220000 35
Assostated produsers - '_ 5 133 %00 95,46 6 008 000 965
Subtotal  s369loo . 6270 008
i Total forefgn sompanies ) .. 29 159 500 54,8 . 27 o 000 . 504
fotal associmted produeers- . ... 24 019 700 4.2 . 27 000 000- . ULS.E
. Grand, total . v L. B3 Mo 200 L 54 o oco

Souraes Government of Costa Rloa.

Noter . Total valua-at US{Ll.748/box. US§ 9é-.8 - Us§ 95.1.
2/ Boxes of 1+0 1bs. (18.1"" KG).
b/ Estirated figures,

L4

/Castle and
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Castle and Cooke, through Standard Frult has the most legally
complex relationship with its. APs since in many cases it owns
20 per cent to 80 per cent of the APs' farms through a Costa Rican
holdiﬁé'é:c}r'iipér}yl“"'"A’é”"‘a{"”f'ésxii“t“ Castle End Cooks sharss directly in the
profltablllty of some of its APs! operations. This may present a8
conflict for the company in respondlng to host government policy
measures {suth ds 4 set pricte-for bananass to APg)-in that its tax-
position for its wholly-owned plantations may differ from that of its
partly-dwnedePg;A The wholly -owned plantatlons usually operate under
& concession agreement 51gned many years previously. On the other
hand, Castle and-Cooke can manlpulate the profitability of its AbPs by
altering the payments made by the APs to the company for managerial and
technical serv1ces and materlals supplled such as fertilizer. In some
countries, APs have to pay duty on 1mported materials and- the TNCs do
net because of the terms of concesszon agresments.

In the gage:of United Brands;.the APS are linked by a sales gnd
service contract. As a result of these different contractual
relationships, the foreign firm tends to respond dlfferEEtly to any
glven host government pol:.cyo The poaition and v1ab111ty of APs
are important in consxderlng the pollcy optlons Open to host’ governments.

In 1971, in. Costa Rlca, the government, the nationalized banks
and the producers, {(including ‘the TNCs) became equal -partners’ 1n a
corporatlon ‘known“as Asbana. ‘Thisg esompany was formed becsduse of problemsg
experlenced by 1ndependent prcducers, including :&P&y in managing their
operations. - These producers were often local entrepreneurs, 'living in
the city {absentee owners) with little-experience.in banana production,
and many of whom went bankrupt. Asbana now provides technical
expertise and financial assistance to'independenﬁﬂproducers and owns
' 7,000 hectares of banana production lands. I

In terms of sale of hananas, the APs usually have a contract w1th
a TNC for the sale of all bananas grown on a specified acreage. On
the basis of this contract, loans can be arranged with local financial
institutions. Inspection of banana quality is one way in which the TNCs
can control the supply from the APs.

/4. The
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b, The aistribution and marketing of bananas
- - ©in the United States

Dlstrlbutlon is the term applled to-the process of moving goods
from producer to the ultlmate ‘customer. It is usually thought of in
the physlcal sénse. In marketing goods and services, however, much
more than simple ‘wovement of physical objects is necessary. -Knowledge
' of who has the correct items; éredit, service, and ‘technical information
are a few of the ingredients which must also be provided. A channel
of distribution may be defined as a sequence 6f marketing institutions,
incliding middlemen, which facilitate transactions between producers
and final users. The number of facilitating institutions can be
very small when fhe“prbducer sells directly to the usér, or quite
large, when several types of middlemen pérform successive operations
"in the product's distribution. The first case is called a short
channel, the second a long charnel. - ‘

" Each channpel system is ‘@esigned to prov1de certain specific
services. Channel length or complexity depénds on the number of
services required, 'and the manner in whiéh they will be accomplished.
Over the yéars, ‘specialists have develéped within channels when
certain services required greater ztténtion than others.

The structure of economic intermediaries {marketing middlemen),
is cbmplex, beéause time-space-communications activity regquirements
must be designed to effect efficient interaction among different -
types of producing and consuming units. ~From the perspective of the
producers of Eénanéé; management of the disttribution function
involves the adjustmént of the mix of product, spatial considerations,
local promotion, final buyer ‘price, and guality maintenance. Since

' major banana producers work through marketing middlemen, the

management function also includes  the design of control procedures to

/insure compliance
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insure compllance on the. part of. theae middlemen. with the corperate
objectives and mafketlng strategles of ‘the prodﬁcefs. Inasmuch as
banana. producers operate on an arms-length ba51s w1th thEIP marketing
middlemen, their instruments of contrgl are designed to affect the
behaviour of these middlemen. A major task facing the producer 1s¢
to ensure that the 1nd1V1dqal mlddleman s marketing strategy for o
. ,bananas is not in- confllct with the overall strategy of the producer.
This management task is, especially significant for banana
,,producers-hecause_of-pastﬂUnitgd States court actions which dissuade
them. from .establishing corporate-owned distributive networks in the
United States.;. Prigr to.the court actions which-were directed
against the United .Fruit Company, the three. maln atages in the
-marketing of bananas in the United States =« 1mport1ng, ripening and
handling, -and retailing -~ were largely effqptg@.by the. hanansa p;pducers.
However, the power of the banana producers at the time legal action
was first.initiated .in 1954 was virtually synonymous with the power
of the United Fruit Company. :nguexample,,bethen»lQﬁQband 1955,
United Fruit Company's United States market share of bananas ranged
between 64 per cent-and,SO,per cent, with the remaining;portion..;
approximately evenly split between Standard Fruit and independent

. ‘producers. , ‘ - ‘ .

w The . fore301n§ United Fruit Company market $hare is somewhat
understated because mnany .of the.lndegendent producers were tied
‘into the United Fruit Company neiwork of operations. United Fruit
Company had a near monopoly position over the Q;gﬁuction of bananas,
.and. these so-called '"independents™ were to an important extent dependent
en .United. Fruit Company .for their. supplies, drawn largely from United
Fruit Company plantations and affiliates in.Central and Latin America.
Special .sales deals were entered into, constrainingfthg,acﬁiyities‘of
many of the "independents" in the United States. In addition, for all
intents and purposes, United Fruit Company has a near market monopoly

/of the
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of the sale of bananas.in the United States. To ensure that the
activities of the ripener~jobbers, the marketing mid&lemen in the

chain of dist}ibution, conformed with the sales and marketing eﬁpectations
of the United Fruit Company, this firm established two affiliaté
operations - Meloripe Company in Boston and Banana Selling. Corporatlon
in'Mobile, Alabama. - _

Both companles were established before World War II as r1pener~
jobtbing operations. 1fh essence United Fruit Company integrated its |
operations forward into the distribution area. The fationaie‘for this
decision was ostensibly to help improve ripening and distribution methods
on the part of ihe independent ripener-jobbers, by demonstrating their
superior methods tﬁrough'ébrporate-bmned facilities., On the other hand,
the percelved rationale of non-company observers was that United Fruit
Company, through Melorlpe and the Banana Selling Corporation was holding
"a sword over the heads of the hindreds of independent jobbers" to ensure
that their pricing metH0&s'confdfmed'to those of the Corporation. Im
effect United Fruit Company was saying that unless the sales activities
of the independent jobbers conformed with the expectations/guidelines of
United Fruit Company, the company might consider integrating fully into
the marketing stage of ripening-distribution. .Thus, the two company-
owned ripening-jobbing facilities functioned as both a threat and |
policeman ih ﬁhe United Fruit Company distributive network. With these
powers, United Fruit Company was the "channel captain" in the |
distribution and marketing of bananas. A4s chaﬁnel captain,,United Fruit
Company gave directions to and made demands on other channel members,
namely the independent ripener-jébbers° It dictated prices, trade
discounts, credit terms, amount of advertising and service, and sales
and promotion effort.

United Fruit Company's marketing powers. in both factor and product
markets came under attack in 1954, leading'to the implementation of the
consent decree signed in 1958, giving the company 12 years in which to
satisfy the terms of the decree. An examination of the terms of the
decree is a pre-requisite to understanding the current distribution-
marketing arrangements employed by the three ‘TNC-banana producers in
the United States, |

/The United



The United Fruit Company and the 1958 Consent Decree
In 1954 the United States Department of Just1ce f11ed a c1v11 i

“antitrust suit’ against the United. Fruit Company under Sections 1
and 2 of the .Sherman Act. and: Seciion ?) of the wllson Tarlff Act°
It was alleged that the United. Frult Gompany “contracted, comb1ned. .
and conspired to restrain interstate and foreign trade in bananas “
and"had individually attempted to and had monopollzed such trade over
a number of years“.l/ : In 1956, an, amended complalnt was filed and
in 1958 ‘the Justice Department and Un;ted Frult Company agreed to a
"Consent Décree” which required. that Unlted Frult Company divest '
itself of any ¢wnership of. Internatzonal Rallways of Central Amerlca-'
. that United Fruit Company liguidate its sub51d1ary, Banana Selling '
Corporatlon, which had been engaged in jobblng 0perat10ns in Mobilé,
Alabama; ‘and’ that United Fruit Company submit a plan by June 30, 1966
to turn over-to a new company’ operatlng 1ndependent1y of any United
Fruit Company control, land ard purcha51ng arrangements, and integrated
facilities for shipping to and -distribution in the United States of =
nine million’ stems (16 million boxes) of, bananas annually. The
Consent Decree also: enaozned United Frult Company from engaglng in
several activities. These included: -

{1) engaging in jodbbing, operations

{2) maintaining exclusive sales contracts with Jobbers
or exclusive purchasing contracts with independent
banana sumnllers for longer than five years w1thout
any  escape. clause

(3) aéquiring .proprietorship, . ownershlp or control of any
of its competitors or of any substant1al part of their
businéss assets -

(hi'enterlng into collusive . agreements with competltors, or
using ccercive tactics against them

(5) attempting to control the resale pr1ce pOllCleS of
_,jobbers or other wholesalers ‘ T

1/ Arthur et al, Op. éitn;_p.*igéb”“ : .
o SRR - /(6) obtaining



e .

(6} obtalning preclu51ve ‘theatment ' frbm commOn
we - CBYTRBEB, v pe wwL o e Uil L0 s

(7).requlrxng;itg,custpmera to employ specified 'transport -
media

h_ (8)"refu51n_ to sell in Speclfled markets to any purchaser
- rag itsregular Yorms of sale such- baradas as it might =
have-after supplyimg the:needs of .regular customers = ' '

r.

(9) tying up refrigerated space on vessels, other than -
through bareboat, time or voyage charters, in a, o
manrier that . prevents competltOrs frbm obtalnlng space

- ngeded for theig.shipments.l/. - iy ‘ :

In agreelng to the Cansent Decreejy Unﬁted~Fruit Company did
not admit any violation. of.the amtitrust .laws and the Decree may
not be used as evidence -in any.pregent ox:future litigatianng/;

Inplementation of the Consent Decree . T S o7

United Fruit Company liquidated its .jobbing operatiof, the:
Banana Selling Corporation, shortly after the consent decree. !
Meloripe, was disposed of in L955;becaﬁsegit was. ostensibly an -

. unprofitable operation. ::By the end of . January:1962 all stock in:
the International Railways of Qentr&i.hmgridalhad been‘sbldnéfv

In 1965 the United Fruit Company--came 'to the conclusion that
since 1958 there -had been substantial -and significant changes im the -
banana industry which would Justify a: request ‘for modificatidn of
the Consent Decrees After a period of ¢onsiderdtion.the Justice .-
Department turned down the request: and United Fruit Company agréeﬁﬂﬂ
to file a plan fom: the required dlvestlture by June 30, 1967 _/

1/ -May and Plaza, ogo cit., Pp. 252-253. R LS -
2/ Arthur et al’ dp. C1€rr p.-195wn_fl‘ TSI T R e .
3/ Ibide, ph T95. Lwediln . T e B T e
b/ . 1big., p. 195.
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A plan was submitted in 1967 whereby United Fruit Company
organized a Delaware Corporation (Sovereign fruit Company) to which
it proposed 'to transfer 'its western Panama division at Puerto |
Armuelles, Bhlps and other SpEleled assets, to make provisions for
terminals in the . Unlted States and to provide -it wlth personnel and
working capital.- Unlted retalned the rlght to’ sell Soverelgn to a
third party:l/ .. S o

The plan presented by Unlted Frult Company wae agreed to by the
Justice Department and the Court but the Government of Panama indicated
that ‘it would not agree with the d1vest1ture of "the property 1n the
manner proposad 2/ As a result of thls development Unlted Frult
Company proposed to the Justice Department the dlvestlture of
banana properties in Guatemala. in 19?0 Unlted Fru&t Gompany s1gned“
a letter of intent for the sale of these propertles to‘Del Monte
Corporation.3/ % '- AR ' P T e

Del Monte todk adVantage of thie Conedht Decreée in another -
way in 1968. In that year United Fruif Company acqu;red more
than ?00 000 shares of Del Monte'stock. Del Monte suspected that'
United Fruit Company might be preparing for a takeover bid. ' To
block thils- p0551b111ty Del Monte ourchased West Indles Fruit Company;
a small Costa Rican banand producer and dlstrlbutor,_/ Since the ”
Consent Decree had en301ned United ‘Fruit Company from acquiring
ownership or control of any of its competitors, ‘the takeover of
Del Monte would becotde a vielatiod ‘of the Consent Decree. Once
Del Monte became estaolished in the banana busineas it became a
prime candidate for the purchase of United Fruit Company's Guatemala

divison,

Securities and Exchange Coumission, Form 8-K for United Brands
Company, July 1974, p. 39.

Ibldn’ Pe )90 .~ ""‘ .L . : . S
United Brands Company, Annuzl ﬁeport 19?0, P 34

"At War with Chiquita Banana'', Business Weel, June:16fw}3?3; -
p. 54. ' : o

I=
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However in 1971, the government of Guatemala refused to.consert
to the transfer of -the Guatemalan properties to Del Monte. The,
government indicated that it would only approve a transfer to a.
Guatemalan national or juridi¢ pérson. - United Fruit reported that
negotiations with Del Monte were terminated.l/ ‘In-the meantime, Del ...
Monte entered-into a contradct with United Fruit teo purchase 4.million |
boxes of bandnas from United*s Guatemslan plantations.2/ .

United Fruit Compary reported that 'certain Guatemalan nationals.
have indicated 4i interest in adquiring the -properties and discussions
are being Had with the Justice Department to develop:-a plan .on-how
to proceed further with any possible transfer of the .Company's ..
Guatemalan properties".3/: In the end the Guatemalan government backed
down, In December-1972 United sold its Guatemalan properties teo-

Del Monte for 20.5 million dollars and the sale constituted sufficient
divestment as regquired under the Consent Decree.

With respect to the list of activities from which United is . .-
enjoined from performing, the company has stated that these. ..
restrictiéns do not have any material effect on United's operations-
in general and do not ¢onflict with its methods. of conducting its
business.’ Furthermore, the Consent Decree does not contain any.
provision that seeks to regulate United's .operation of its properties .
and facilities outside the United States of which otherwise materially
affects its foreigh’ operations.i/ '

1/ . United Brands. Company, Annual Repdrt 19?1;,p;_39ﬁ
2/  Business Week, June 16, 1973, p. 55. ‘ .
3/ United Brands Company, Annual Report, 19'?].,r Pe 39e

Ly Securities and Exchange Commission, Form 8-K for United Brands
Company, July 197%, p. 39.
B /Market Structure
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Market-Structureqand_Gompetition_ oA

In 1975 “the United States banana importing market is dominated
by three large United States TNCs, namely, Uniteéd Brands, Castle. and
Cooke;”and'Dél‘Moﬁte. "The émergence of: Del Monte in recent years
can be dttributed diréctly to the eTfects of the 'Consent" decree.
Taﬁlai8 provi&éa“a’5réakd6wn of thé United States market share of
the three banana prsducers. Two key'cbservations can bé made with
respect ‘€0 thid datd. First] Unitéd Brand's share of the United’
Sthtes market fell sifniffcantly frém’ the pre-consent decreé days
of 8O‘ﬁer'deﬁt;to”36.41§éf cent’in ‘1974, -Secsrd, in 1973, United "
Brands was displdced ¥y Castle and Cooke as tlhe leading supplier of
baktras ir-the Unitéd Statés marketi. The rather Significant shift
in Unitéd Stafes markst: shares between the  three ‘TNCs: deserves some
explanation.  F- fCLnne T Lo R ‘ '

The per1od 1970-1972 was one ‘6f -oversiipply in the United States

banana market. Unlted'Brands"productlon‘1n "PAné&ma increased’ sharply

. after replanting and' the company's total expérts increased By l2-per’’

cent'beﬁﬁeeﬁ‘l??é‘aﬁd;iQ?l. "United Brands' market share remaided -
stable at about'45 -per ceént uintilfa Béeversd windstorm hit the
Honduran plantations in May 1973i This disaster.coincided with the
sale of United Brands' Guatémalah-division in :December 1972, and

resulted in a 10 pédf - -cent drop in'United Brands' shareé of the United i
States market in 1973. Castle and Cooke and 'Del-Monte both incressed: :

their market shares with Castle and Cooke taking over from United
Brands as the largest banana importer in the United States. 1In
1973, Castle and Cooke supplied 43.4 per cent of American consumption
compared to 34.7 per cent for United Brands.

United Brands remains the leading banana exporter in the world
despite its losses in the United States market. Table 9 shows the
company's dominant posltlon between 19“0-1972. During that‘perlod

Denmark, Swedan, Belglum,lltaly, Norway, Netherlands, wvst Germany,
Poland, and the Unlted Ylngdom, a ' .

ct L R

| 7Tab1e 8

¥

‘United Brands was’ the iargeat banana 1mporter in Canada, Sw1tzer1and, -
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Pable 8

Aot

Inch stry" ).
y Es‘t.imated figuraso

ce
- . -

_ .
Spuoee

-

' 1950,‘__"._' R L. 800 t1 8;9 bttt X .. T 11,1
1966 » o 56.L 31. o 3.1 .9..3"" o
1967 . 574 30,1 30 10,5
Ties T sy 3343 W 943
1969 R 3548 gk 745
1970 w2 '.":.36.6 8.5 87
Cun 468 " 36e 8.6 .0
g2 T ks 3.2 946 8.7
a9 oy Chaed 151 8.8
RUTA s " 0,8 1567 6e3
‘ Souroat Arthur, Hduek and Beskford, Tropisal: dgribusiness Structures and fdjustments, . t..-i- 4 -
Hervard, University, Bostons 1968, ps 1565 end Castde cad Cedn, Ines (Dala
presented in OAS Exgoutive Seorstarist for Esdnomls and Sooisl Affelira,
.- "VSgetorel Study of Transnationald Enterprises imlatin Amerloss The Banzna

/Table 9
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Teble § .., ;
SHARES OF TRANSNATIONAL ;4ND - OTHER LARGE. CORPORATIONS IN.THE
BANANA TMPORP TRADE OF SEIECTED COUNTRIES, 1370-1372
(Penamiaon)
- ;,‘ LRI ,._-;dﬁ;.;;;;.t;é;e;oorpogﬁpnsh?;
e amdn-- S
Country C f;]p:"jl;;': United . Standard Del . - t::‘:l m::::rs Total
(thousende Brands Fruit Monts
: of “tbng) Fuit e &
L P el N ‘ v

Canada 205 6540 10040 - _ 100,0
Inited States ) 1 ;66 3660 90,0 10,0 J{ 100,0
Switzerland ié; 81,0 8940 11,0 " 100,0
Denmark 32 7,0 B340 17,0 100, 0
Sweden 1 j;é 57.0 7940 2.0 100,0
Belgium @4 4.0 7840 22,6 100,0
Ttaly 300 U500 78,0 22,0 00,0
Norway igaf 5440 7440 26,0 ;wl 100,0
Networlends . o Mo o B8 00
Germany Federsl Republis--_ . . vy 606 . - W2p.. B T
Poland ' , | , 3 050 - S Foio KT "30,0 100.0
Japen S R VO S Mpel 530 100
United Kingdom 322 40,0 - - Lo S T60.0 100.0
Francs 464 14,0 - - W01 THEE,0 0 . 100,0
Germany Demooractic Republic 4o - - ' - - 100,0 100, 0
New Zealand 24 - - - T m 100, 0 300, 0
Total 5 2% 33s0 25,0 10,0 68,0 3240 100.0

Sources FAC, Trede Yearbook; trede sourcess Reproduced from URCTAD, The Marketling and Distribution Systen
for Bananas, TD/B/U.1/162,

8/ Ineludes sales to affiliated enterprises and import and wholesale fipms in consuming countriese

/Branding and
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Branding and Product Differentiation

Prcducers‘piccé‘uéﬁeéJcnhiheir gccdé’uhich'aré:typically
identified as their bran&s. Théré”éréimahy-scuﬁd'mérketing reasons
for brandlng one's products. Through the route of identificatici,.
brand’ names can be effectlvely employed for sales promotion piirposes.
For example, it is much easier to ‘advertise a ‘product which has an
1dent1f1able‘brand name.' Bt the‘prcduct is successful ‘and develops
a market followmng, the brahd naiie serves o protect the firm's *
markets. " Brand 1dent1ty and loyalty by ‘dustomers generates customer
goodwill, and thus strengthens the manufacturer's marketing
relatlcnshlp with his marketing middlemen.” = % RS

The strength of & firm's brand name -is‘a key factor in-determining
'the producer & pawer ‘over his "independent" marketing middleémen in
the distribution system. ~High acceptance ¢f a product by customers
allows the manufacturer tc‘Hé;%he:Hchhnnel-caﬁtain““and~theréby“gain‘
control ever the product's distribution strategy. Success taken to -
an extreme might Fesult in the brand name béing used as tHe generic -
term for the product, e.g., "Chiquita" = baninas. Success W ‘this’ =
instance could theorétically resilt in' a Situation ‘where ‘'independent"
middlemen would believe that their ‘commercisl survival was dependent
on their ablllty fo obtaid distribution rlghts in sufficient
quantities 'of prefeérred brands. I

Product differentiation is usually & kKeéy comporent in a
producér”s'ﬁarkétiﬁgf3€r§té§§”§eéigﬁéd'fc”ﬁibéte and promote '’
difféfences'betwcén:ﬁis’ﬁrcduc¥”and'fhcse of his competitors. ‘Tﬁef-
difference may be real or - 1mag1ned- ‘“the purpose, however, 'is to-
convince ‘the 1ntended custoiieT that ‘the "differences'iare ‘significdnt.
These dlfferences may be explalned in terms of 'the phy51cal

characteristics of ‘the product in its packaglng. i 1ts brand name,

N 1 -

or in'the way in whiéh it ‘is promoted.
Branding and preoduct dlfferentlatlou‘strategies in: the. United.....

States banana market were first infro&ucéd in 1964, " Until “that

year it was impossible for the consumer to 'differentiate. between

oL

/the bananas
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the bananas of the various fruit cogbpanigs. . In' 1964 John M. “Foxy i
who Had taken over the.position.of President of United Fruit .
Company,‘iniﬁiéﬁgdya programme.to differentiate United Fruit
Company's bananas from those of other produgg:é;}/; This was achieved
by sorting out. top grade bananas in the tropics and a;tgchipg blue
adhesive brand labels. io them..  Branding of bananas was accompanied
by an extensive advertising. programme in.the Unifed States for ... |
"Chiduitaﬁ,brand;banapgs, wpigh?p;gimeqrthgt_pox;pg“agd_xhg.;edupedb
handling,which it entailed,resulted in better quality. fruit for.fhe
consumer. “1*?."': SR r‘inxi EO Hﬁ'&":?““ TR

Initially the strategy ?ffpyggppt.g}ffgrgntiagiepihy_branﬁipg‘,
.appears 1o . have.been successful. It is Qifficu;tato_dgﬁerﬁine,_
whether branding ipc?eased United Fruit Company's marketnshére in.
the banana industry. because several other considerations were. .
im;qr@ant‘during_thi§‘period;(e,ga,-impacﬁ of Consent Decree).
Howgvé;,;Chiqqita“brand_bananas did .command a: price premium over.. . .
unbranded. bananas ofﬂl/é_to.E cents per pound:depending.on the. ..
market area and time of year.2/ Furthermore,.some.observers believe .
that the branding and. advertising programme-had had the effect of
maiptaiﬁing the total demand for bananas. .In:terms:of greating brand.
awareness the programmg was extremely effective.in that.over 80 per ..
cent of the people polled by a market research firm indicated that. . .
they were.aware of the Chiquita:bragd.3/ _ _ :

Since branding was absent prior to 1964 and prices.were nat..
relatively active for good quality bananas, it migh;,bg‘argued:that
United Fruit Company's product differentiation strategy was a
defensivg.ope;:pamglywéto-comﬁat Castle and Cooke!s-ingreasing. .
penetration of the United States market; and. tg build preduct.strength
which could“bemgéegzt?,gxefpisg greatar_marketing;influenqeuover;the .
ripener-jobber by stimulating demandﬁior\Chiquitg,bapaqas‘at the .

Lo o

1/ Business Veek, 8 -July 1967, p. 92..
2/ Arthur et.al, op.cit., p.. Bho. .
3/ Ibid., p. 43.

Rt AT A SR /retail level.
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retail level.' There can bée little doubt ‘that'United Fruit Company '
was pu}eufhg a ‘pull':féthef than & 'push' strategy, 'i.e., to pull =
their brand into the ‘retail store thiough the consumer by way of
massife consumer advertising, as distinct from pushing the brdnd
into ‘the retail store by offerlng the rlpener-Jobbers @ higher
margin and other incsntives. - o S s

It was not until about 1970 ‘that Castle and Cooke initiated
a major brahd promotion programmé;‘“Dﬁiihg‘fheflatter'ﬁart'é?.the
1960s, Castle and Cooke pursued s ‘push, trade-oriented approach
(i.e., direétiﬁgifﬁeif”ﬁarketihg efforts at the ripener-jobbers).

" One major 1ngred1ent of the trade-oriented approach wds the
technlcal a851stance extended by Castle and Cooke to its customers,
' espec1a11y food chains. In the mid- 19605 food chains were shlftlng
their dependence from the old line banana Jobbers, and Castle and
Cooke was qulck to aseist them in establlshlng efficient ripening
© facilities. Another area of profltable assistance was Castle and
Cooke s success in produclng Leavier boxes for its bananas which :
resulted in’ less brulslng in transit as well as in a better grade”
of product.l/” One ‘reason for this techhical approach was explained
in terms of Castle and Cooke's market péhetration which was not
broad ‘enough to support & hational advertising campaign.”

In 1971, Castle -and Cdoke deécided to laurch & national campalgn
to promote the "Dole" banana. It had all the earmarks of a major
brand promotion cempaign. Prior to that time, Castle and Cooke used
the "Cabana" brand for its bananas; intfoduced first in Western
North America in Aprll of 1969 _/ The Cabana brand vas dropped in

;favour of the "Dole" banana brend 1n January of 1972 whlch had the
support of the largest advertlslng and promotlon effort in the
hlstory of Standard Fruit. The advertlslng .and promotlon budget
exceeded 5 million dollars and the compeny's merchendising force
was increased by 75 per cent in 1972 over the 1971_cont1ngenﬁ{.

1/ . Business'VWeek, 16 Juns 1973, ‘p. Sh., |
2/ Advertising Age, 14 April 196@}‘pé'73F' o

> /While it



- 40 -

While. it would -be difficults to measure the exact impact of Castle. ..
and Cooke's promotional. campaign on its sale-of. Dole bananas, .it .
would be equally dangerous to underestimate the baneficia;.impact:
of the, marketing. goodwill, transferred from the brand Dole to the .
sale of bananas, and:the favourable impact it .had on, the perception ..
of ripener-jobbers familiar with the Dole brand and the corporate . ..
marketing strength of Lastle and Cooke. _
. Undoubtedly, the, brand promotion campaign of Dole was azmed
at having Castle and Cpoke replace the marketing leadership of. . ..-
United Brands. ltfg;d this: in. 1973.. One aspéct“pfzthe_United
Brands leadership wﬁs,evidenped by the fact that induﬁtryApriqing'
standards were usually quoted as "'Chiquita less aﬁ.cﬂniég:QF some
other figure... This type of, price quotafipn is no longer universal ...
in the United States hanana industry. Come e e
Del Monte, on -the other hand, has yet to introduce. a major .
national campaign.. Its position in 1975 is not unlike that of
Castle and Cooke prior to its first national promotipnal campaign..
It lecked a broad enough market base ﬁoijustiiy gnjinyeﬁtmegt_ig‘ﬁugh
a promotional strategy. .Del Monte's. major banana market -is primarily
concentrated. in the. Eastern and. South Eastern part. of the United
States. However,: because of the.high acceptance and recognition
of the Del Monte. food. bnand,.numerous requests are being made by
ripener-jobbers -for. the Del- Monte banana in areas not currently

serviced by the company.l/ .. .- .. . -

Per capita‘decline'Ehucthdmp¥ibn

Per caplta consumptlon of bananas has steadlly decllned 81nce
1950 - from 24 .4 pounds per head 1n 1950 to 18 3 pounds per head 1n _
1973, _/ The following reasons have been suggested to explaln thls'

secular decllne. developments 1n food proc9551ng technology. the

"y -""fi: .

1/  Business Week, 16 Jume 1975, p. Sh.

g/ Jacques Musbaumer, The World Banana Economy: Prospééts Tor
Chonge 1974-1930, IBRD, Co ImOA3 Ly Paper, NO 15,° Washlngton,
February 197G, Appendlx, Table.2. .. e o , . A
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availability of larger and more complete supermarkefs resulting in
less frequent shopping trips by housewives; the growing amount of .
home refrlgerator and freezer capacity and the bellef that bananas
may be more fattening than other fruits. 1/ ‘

Brand promotzon is being used to.counteract the decllne in per -
capita consumptlog of bananasmln the Unjited Statese‘.Of the three
firws, Casfle and Cooke appears fo be the. most active in this area
in 1975. For example, Castle and Cooke 1s try1ng to capltallze on
the marketlng opportunltles offered as a result of the increasing
1nterest shown by Unlted States consumers for low cost and healthy
foods. Castle and Cocke is currently promoting bananas as an -
inexpensive and nutrltiona} snack. The company’ 5 advert;sements
state that bananas are 100 per cent natural and low in calories. .

This»campaigniis also beiﬁg aimed. at the ripener—jobbers to
sensitize fhem to the new marketing opportunjties to be exploiteé
by stressing.the nutritional and cost features of the product.

The brand promotion and product differentiation strategies
vary only slightly oetween the three banana.producing companies.

One major difference, however, should be highlighted, In the case
of United Brands, the brand "thquita" applies to bananas only,
while the Dole (Castle and Cooke) and Del Monte brands apply to
many of .the other products merchandised by the‘iwo'coﬁpanies..
Nonetﬁeleso, the prbducers have two common objectiees_for thei::;
banana brand promotion programmes first, to stimulate and increase
per caplta consumptlon of bananas, and second to promote quallty
control et both ‘the producing ‘and ripening stages of production.

At the producing stage, producers cao_use_the.brand standard as a -
quality level for refusing sub-etanﬁafd:bananas,;and in the ripening
stage the producer can use,theﬂbfand‘promotion quality image as'a :
vehicle for pressufing the ripener;jobbers to adhere to certain |

service standards (i.e., the ripening process).

1/ J.P. Valles, The World Market for Bananas, 1964-1972, New York,
F.A. Praeger Publishers, 1968, p. 73.

/Ripener-jobbers
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Rzpener-jobbers

There are eSSentlally three types of rlpener-gobbers who
function as marketing intermediaries in the sale of bananas in the
United States. They are as follows. (a) largely. banana ripener-
jobbers;'(bj full line produce r;penepﬁaobbers;.and‘(c? chain
ripener-processoré. ?pe siggifiéanpg of each type of:jobber as ’
customers of fhg TNQS hasfch?ngéd in recgnt.yééfpe‘ Since the mid- .
19608 supermarket chaing have been increasingly investing in their
own ripening fggilitigs. _The reaspns_fqr this trend_gre:gxplained e
in terms of thg_chainfs;be;iethhat by doing their own ripening they .
are ensuringra-higher qualitj banané, as well és doing it cheaper
than the tradltlonal ripener-jobber.

The traditional ripener-jobbers have .also been under501ng
certain organ:zat;qnal.changgs° Banana 3obbe;s,yho are successful.
today are lafger,:maﬁy of them éfe divérsifying_theig'prgduct:lige_:u
into the,general.érea of freéh produce, théy tend:£o use their own
transport vehicles, handle competing banana llnes, and act as
"fillers" for the chaln.rlpene? processors. The market share enJoyed
by the differen£ types of ban#ng ri?epgrfjobbers,var;es according
to geographical,région{ Forrexample,.the exclusive banana .ripener- :;
jobber is a more dominant middleman .in California than in. Louisiana.

Regardlesg of the type of jobber,.the TNCs pursue a marketing
policy of working as closeiyﬂqs possible with all jobbérg to ensure
that their_ripening, distribution, and sales activities.-conform..
closely fquthe'prqguéers“ marketing strategies. The fact that the.
jobber takes titlg‘to th?Aprqduqt.at dockside, and that the
producer is precluded from performing the ripening-jobbing functions
in the United States makes this. task all, the more important and

delicate. . .. . . .

/Sales technigues
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Sales technlques

Unlted Brands Castle and Cooke and Del Monte have sales
offices located throughout the Unlted States and in Canada. Sales
and technlcal personnel of the TNCs perform the follow1ng
activities l/ 7

(1) Assess the requlrements and sales potentlal of 1nd1v1dua1

customers. ] .

(2) Provide merchandlslng and dlsplay materlals and adv1ce.

(3) Arrange special promotional events.

(4) Provide advice and techn;eal assistance on new banana

' E'r-:i.‘:i:en:i.ng equipment,‘hendling,.storage and merchandising.
These services are cenpleﬁenteertc the major function of selling
bananas, maintaining customer sat;sfactlon and building a regular
‘repeat trade. g/ . . _ i
~ The following casette 111ustrates ‘some of these p01nts by

highllghtlng how one of the predueers merchandlses its bananas.

"The Del Monte Banana Company"

The company is headquartereéd in Miami, Florida. Most of its
bananas are harvested, washed, 1nspected, cut into clusters, branded‘
with 'a Del Monte shield and boxed "in strong, flbre—board cartons in
Costa Rica ‘and Guatemala. Del Monte's fleet of elght "reefer" ships
handles  the transportafion of its bananas from Central Amerlca
docking at five‘Gulfgand East Coast ports - Galveston, Mo%ile, Tampa,
Charleston, and Wilmington, Delaware. Through these po}ts; the
company supplies its hundreds of customers, largely chain'siefeé;'
groups of independent grocers and banana wholesalers (rlpener-
jobbers). - Customers' refrlgerated trucks pick up orders at the
docks. The ‘transfer from ship té the truck is managed by Del Monte
sales and terminal personnel. ’ '

1/ Arthur et al, op.cit., p. 3b.
2/ Ibid., p. 3h.

/Typically, the
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Typically, the fruit is sold by telephone days prior to the
arrival of the ships. ©Since bananas are a perishable coﬁmodity,'
the company must sell its output before it leaves the ship. Thus,
anticipating market demand and avallable supply becomes a key
challenge for the company's marketlng organlzatzon. Each Thurasday, ‘f
the marketing staff analyzes the market for the coming week, taking
into account last week's movemenf, the next week's expected arrivals
and competitive pricing. On Friday morning, Del Monte Banana
Company's sales force, both in Miami and its six reglonal offlces
- New York, Jacksonv1lle, Moblle, Tampa. Galveston and N1nn1peg
(Canada) - take to the telephones. All day long the market is in
a state of flux as the banana companies vie with one another for
the customérs'-busihess. Usually by the end of the day, most of
the next week's shlpments are sold. The telephone calls continue :
daily until all the fruit is sold. The Miami office cofordlgates
the sales effort, and accounts for a substantial portion of the
company's weekly sales. To help increase the sales of bananas, the
company offers a wide range of in-store promotional materials, and
the company's technical representatives regularly conduct seminars
~on proper processing, handliﬁg, énd merchéndising techniques for
rlpenlng room and store personnel _ )

A prlme concern of all three TNCs is to develop close. technlcal_.‘
and sales relatlonshlps with their ripener-jobbers. Since the
producers are obliged to operate on an arms-length basis with thelr
United States customers, part of their marketing strategy has been
designed ;o_develop a dependency relationship with their prbers.

In brief, the producefs:gre keen to have the jobber,rely.on.fbeir-
"corporate infraQStructufe (engineering,Amarket research, advertising
and sales promotion supbort) for assistance. In this way, the
jobber-becomes an extension of the producer's marketing organization,
thus allowing the producer to exercise contrél over his ripening and
sales activities. For example, United Brands' '"Chiquita' .customer

services provides the following assistance to its customers:

/1. Free
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1. Free Engineering and Consulting

2. Ripeninglﬂssiefance”ang Training -
3. Warehouse Surveys

'4.'Tran5portat;on Information

5. Retail Seminars _
6. Baok Room and Shelf Storage Surveys_
7. Banana Display Information -

S.aRetall therature -and Banana Rlpenlng Manual°

For example, in the area of “"Engineering A851stance" ‘United

Brands has a large staff of engineers based in the. following cities:

New York, Chicago, New Orleans, los Angeles and Montreal. Each

office has at least one or two,tra{heduengineers ready to provide

assistance at no cost to the rlpener-aobber 1n such areas as

building a new rlpenwng room, renovatlng an old fac111ty, training

new personnel, warehouse, dlstrlbutlon and retail surveys or
dealing with his customers' in- store handllng problems.

In the 1974 Annual Report of Castle and Cooke, Inc.,
management offered the followlng explanatlon of its corporate
phllosophy with reference to food products, 1nclud1ng bananas.

"Wertical Integration is a key 1ngred1ent in-Castle and
Cooke's corporate strategy for profit stability and long-

term growth. It is one of the Company's major operational

strengths, particularly in.our widespread .food activities.

The concept of Vertical Integration can be defined as
having management control over as much of an operation's
activity as possible - from growing the raw product
through sale to the customer. The concept can be ”
divided into four major compenents - source, processing,
distribution and marketing.

/Within Castle
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Within Castle and Cooke's food activities, the degree

of integration varies from product to product. It is
greatest in the Company's pineapple, banana and mushroom
operations. With each of these, we grow our raw

product, process and pack it, and handle the distribution
and marketing.

«e» In the distribution component, the Company operates
‘a chain of strategically-located distribution centers
across the United States to assure customer availability
of processed products. For bananas, we operate a fleet
or chartered ships to. carry the product to market at the
peak of quality.

For fresh foods - pxneapple and mushrooms in addition fo

bananas - our marketlng organization stresses assistance

to the grocer in extending quality shelf life. This

helps to maximize his profit as well as ours.” :

:Although ripeneér-jobbers function as independéht‘maiketing'
middlemen, the "independence" of the non-chain ripeners is one of
degree determined in large measure on their size, product '
diversity, corporate strength, and nbove all on the iﬁportanée"
of their banana sales. It appears that all three TNCs are
promoting a vertical marketiﬁg relationship with fhéir middlemen,
and that their programme of assistance. is désigned to develop &n
admlnlstered relationship in the vert1cal marketlng system, :
since the consent decreece prevents ‘them from engaglng in company-

owned or long-term contractual vertical marketing arrangements.

/5. Banana
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S Banana prlces

Average monthly data on the retall wholesale and 1mport prices
of bananas in the United States are avallable for the period
January l97O-to-Apr11.19?5§i/ Figure. 2. at..the .end.af-this section :shows
the trend of-these pricéé oven:the period and figure 3 charts the
trend of gréés wholesale margins bééween retail and wholesale prices
(R-W), retail and import prices (R-M) and wholesale and 1mport
prices (W~M). A

Upon examination of price movements it is possible to sépéfafe
the period intc two sub-periods: January 1970 to March 1974 ‘and
April 1974 to April 1975. The divizion between the two sub~periods,
April 1, 1974, coincides with the implementation of & banana export
tax by Costa Rica, Panama, Honduras and Colombia.

Table 10 reports the mean values of the varidus‘pride serieéd
and also the standard deviation from the mean, a measure of variability.
The ratio of ‘the standard deviation to the mean provides a measure
of the relative variability of different timé series of prices.

The following observations may be drawn from table 10.

1) The mean value of the import price has risen from 2.88 dollars
per box in the pre-tax period (January 1970-March 1974) to 3.84 dollars
per box in the post-tax period (April 1974-April 1975). The import:
price in Aprii 1975 was 5.05 dollars per box. L

2) The mean value of the wholesale price in the pre- tax perlod
was 4.18 dollars per box. Data on wholesale prlces are only aVallable
up to August 1975 when the prlce was 5.36 dollars per box° As a

~result we have not calculated the mean post-tax wholesale prlce.

3) The mean value of the retail prlce has rlsen from 6.31 ‘dollars
per box in the pre-tax period to 7. 86 dollars per box in the post tax
period. The retail price in April 1975 was 9.74 dollars per box.

4) The variability of both import and retail prices as measured

" by the ratio of the standard deviation to the mean increased in the
post-tax period. Therefore, banana prices have been not only higher

but also more variable since the export tax.

1/ At the time of writing.
/Table 10
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*-; UNITED STATES BANANA FRICES. AND MARGINS ¢ MEANS AND VARIABILITY

“($_per |+0--1b. box) -

HMoan Import‘Price ()

Standard Deviation (s,)

Ratien SM/ﬁ h i ‘

' 'Mee.n-ﬁ\olessle Pﬂ_aa () ‘I

Stendand Deviatlon (Sy)

Ratio 5/

Mean Retall Price (ﬁ) o

Sta.nda..rd De{iation (SR)

Ratlo Sp/R

Meen Gross Whoelesale I‘tlargin (i'r-ﬁ)

Standard Deviation (sq.I )

* Ratlo Sy g/ (FH1)

' Mean Gross Retall Margin (B~¥)
Standérd'neviafioﬁ {Sp) ‘-
Ratlo Sp o/ (R-W)

He.lan‘ dross.PIa}gi;x Between Reta:i 1
end Import Frice (R-¥)

Standard Deviation (Spat)

Ratic SR_M/{E-E) :

Time period
¢ January 1.970- April 197k
March 1974 April 1975
2.88 384
TS 2
Rty a6
4,8 -
2 .
100 '
6431 786
Rt .
a8y L
1.26
28 v
oy
213
«28 .se
3L
B LR LN
o 5
< a0y Y-/

Soursel United States Department of Agricultures

/5) The
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"'5) The ‘mean value of the gross wholesale margin (W-M) in the
pre~tax period was 1.28 dollara per box. ! ‘The gross wholesale margin
in the most recent month avallable, August 1974, was 1.57 dollars -
per box. o ' B R .

€) The mean valu€ of the gruss retail margin (R-W)*in'the pre-.
tax periodfwaS'éeIB dollars per box. "The groéss retail wmargin in-
August 1974 was 2.21 dollars per box.” = ' ° ..

'7) The mean value &f the gross fiargin Yetween the retail price
and the'impbrf“pfice-(ReM) has risen from 3+41 dollars per box in .
the pre-tax period to 4502'dollars'per.box‘iﬁ"the post-tax periods
The gross margin between the retall prlce and the 1mport prlce 1n
April 1975 was 4.69 dollars per box. ' '

8) In the pre-tax per1od the gross wholesale margln extiibited
(W-M) greater variability (as measured by ‘the ratio of the standard
deviation to the mean) than the gross retall marglnq Also tﬁe grdSs
retail margln exhlblted greater varlahlllty ‘than the gross margin
between the retail pr1ee and the 1mpert prlce,* Taken tOgether these
observations suggest that whlle the gross margln betieen the retail
and import prlce exhlblted relatlvely small fluctuatiéns 1n the pre-
tax period, the shares of the wholesaler and the retailer tended to be’
more variable and var:.ed :m oppos:.te directions from cne anothers

9) To ver1fy the above statement the correlatlon coefficient
between the gross wholesale margin (W~-M) and the gross retail margln;'
(R-W) was calculated. The result was r = -.7126, indicating a strong’
negative correlatlcn between the two series.

The 1mpllcat10n of this negative correlation is;as follows. The
gross margln between the retail price and the import price was
relatively stable in the pre-tax period. This gross margin (R-M) was
'~ divided between the wholesaler's margin (W= M) and the retailer's margin
(R=W). s :In perzods of excess demand the wholesaler s margin gemerally
rose sharply while;the retailer's margyp decl;ned,“leav1ng only a
small change in ‘the .gross margin betweee-retail and imporﬁ prices (R-M).
In periods -of excess supply the wholesaler's margin generally fell

vhereas the retailer's margin would rise, once ‘again 1eav1ng the (R-M)

/margin almost
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margin- almost unchanged. Therefqre, in- the pre-tax period wholesalers
appear to have taken a. larger share of .the (R-M) margin in periods
of excess demand. - - S A

This observation is consistent with the belief which prevalled
in the banana-marketlng-1ndustry that consumers would exhibit
resistance (to purchase) at certain price levels. ' In shortage periods,
therefore, retailers would absorb the higher wholesale prices by
taking lower profits rather than passing the full increase along to
consumers. In periods-of oversupply, when:wholesale prices dropped,

retailers would maintain their prices and enjoy a greater -profit..-

The Relatlonshlp Between Price and Volume

Monthly data are avallable on the volume of Unlted States banana'
1mports from the Natlonal Banana Asaoc1at10n of New Orleans. Table ll
reports 1mport volumes for selected months and calculates the value of
these volumes at 1mport wholesale and retall prlces,‘ ‘

. To calculate arc elastlcltles,‘observatlons for two dlstlnctlve
perlods are required. The perlods chogsen should be 31m11ar 1n all
respects other than the prlce ,.and volume of hananas., Follow1ng 1s .a
aummary of elastlcltles calculated for several pairs of mcnths in

1974 and 1975. S o N
Impoft‘Price Retail Price

Period 1 Period 2 Elasticity - Elasticity
Dec. 73 - : Dec. Ph e W02 o 03
Jan. 74 Jan. 75 R 1 o S W92
Feb. 74 , Feb. .75 o .83 0 1.38
Mar. 74 . Mar. 25 ... .B8 . . . W73
Apr. 74 . . Apr. 75 - S SL2h <25

There ‘is a significant variation in the elasticity vdlues over
these pairs of months. -A crudé sverage of the import price elasticity
is .47 and the average retail price elasticity is .&6.

A better estimate of the elasticities is gained Trom using a
longer time period. Instead of comparing two one month intervals,
the data availablé allows one to compare two five month intervals:

/Table 11
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Tabla 11
UNITED STATES BANANA PRICES, I:MPORT VOLUMES, 4ND VALUE

Import Tnport  Wholesele  Retatl " Impgrt Mmolosale  Rotatl 3:::—:1.

yoluge price grice .- price S value | 'va.lue value smpor+t
Month e {m) (w) ® T : velue

'.R:Liii:”' ' pollars per box S Million of dollars
Dossber 1972 LTS wTz . %96 —_‘6.64 . mus .98 4572 25,13
Decenber 1973 B0 2,83 vee . Bey 23277 . . 52.%2 28.65
Jeruery g4 - 948 ... 3407 he50 - 6,64 29.10 | b2.66 694 33484
February 1574 0% 295 W23 . 660 29,81 43,50 .92 .l
March  1y7l 10.85 . 260 :u.zu_ . 5.68 28.21‘ . k6400 6163 : 33.42
April 197k 8.835 - . 2.89 Lei3 . 595 ,25,52 . 3‘9.12 '50.77 25425
Desstber 1974 - 8438 3017 e 6.80 . '.‘“26;56 L eae - 56.98 30,42
Jenuary 1975 Be25 375 see Te72 30. 94 cas 63469 32.7%
February 1975 7430 bt 8B RS0 e 61,02 29,12
Marsh 1975 7.68 4y es 506 36463 . we 70435 B2
April 1975 7,76 5605 . eee - - 9474 39419 ave 7558 36,39

Sourget United States Bureau of Labowr Statistios and Natlonal Benana hssoolation,

- /December 1973-
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December 1973-4April 1974 and December 1974-Apr11 19?5, Using - .
these two periods we calculated the following:1l/
Import-Price Elasticity-- 50 -
~Retail. Price Elasticity .62 = o
‘Other studies of the pricé.elastiéify of bananas have proceeded

by” Sp601fylng an ‘equation to estlmate the prlce of bananas with the

. quantlty of bananas as an 1ndependent varlable° ,Then the coeff;cmepﬁ o

.0f the. quantity variable is the.reciprocel of the elasticity.

Arthur et_al estimated such an equation., - _
According to this calculation both import and reta;l prices. are.a~m‘

inelastic, i.e., at the range of cutput under consideration en increase

in the. import price will result in an increase in the value of banana

imports and an increase in the retail price will result in an increase

.- .in the retail value of bananas. . .. i

i/ All elast1c1ty estlmates are arc elastlcltles calculated
by the following formulse:’

Ny =Q; - .Ql- oMy = My
?Q -9 My - By
2 2
Ne= @ - § R, - N1
2
e Ry R,
2 >

The arc elasticities calculated for the period December 1973~ April
1974 to December 1974-April 1975 use these two formulae. Prices
are a weighted average of the four monthly prices in each period,
weighted by the volume scld in the month in question. Quantities
are the sums over the five month period.

where Ql = quantity in the first period

My = import price in the first period
, Rl = retail price in the first period
N = arc elasticity

Note also that adjustments have not been made for income changes

or changes in the price of competing fruits.

Comparable import and retail price elasticities for 12 pairs of
months, June 1973-May 1974 and June 1974-May 1975 are 0.27 and 0.25.

/The retail
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The retail price appears to have been slightly less. inelastic
than the import price over the period studied. This fact has an
important implicatiop which is illustrated by the eeiumn in table 11
which reports reteil minus import value. As banana prlces have
increased between 1974 and 1975 the dlfference between the retail
and import value hes,remalned about the same. The tota; retail value
minus import value for the first four months of 1975 was 131-.99 million
dollars compared to 129.62 million dollars for the fifst four months
of 19?4. Therefore, the increase in the gross margin between retail
and 1mport prices was offset proportionally by the decrease in import
volume¢ Thie implies that wholesalers and retailers have not enjoyed
any increase in their gross revenues ‘as a result of the price increases.

An increase may have atcrued to the 1Mport1ng companleso
rety - ;

Castle & Cooke Estxmate of Volume - Prlce Relatlonshdp

In early 1974 when the Latin Americen banana producing countries
were discussing the formation of a:Producers' Association and the
implementation of export taxes, Castle & Cooke, Inc:., prepared a
statement entitled‘"United'States{'Baﬁana~Volume.e-Price~Re1etionship
1973-1974". “The purposes of the stateﬁent-were to -investigate “the
volume~price relationship of bananas in the United States market" and
to investigate "the effect-on the cestfaf the product of both the
proposed 1.00 dollar per box tax amd that,of diminishing volume as
price must be raised to cover costs.- |

The statemént.claims that:

‘MPo achieve (import) prices of ‘5.15 dollars, 5. 40 dollars,

5.76 dollars and 6.90 dollars, it is our considered opinion that
the average weekly volumes would have to be limited to

1,350,000; 1,200,000; 1,000,000 and 770,000 and assumes no tax-
free fruit availableu These nunbers would produce annual volumes
of 70,000,000; 62,000,000; 52,000,000 and 40,000,000 compared to
the 104,900,000 forty pound boxes imported in 1973, or a volume
reduction of 33, %1, 50 and 62 per cent."

From these estimates it is possible to calculate the import

price elasticity which Castle & Cooke, Inc. implied.

/Import Price
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"' Import Price Ramge v 7 Import Price Elasticity
<083/box) | “‘*">"If« T
‘2 99 5 15 T :  T 0075
5o - s 76 e e
. 5.76 - 6.90 L D ;,44 SRR

E US$ 2.99 was the average import price in 1973..

% B - 1.

Over the first price range, 2 99 515 dol.lars1 Castle & Cooke‘
1mplles an import price elasticity. estimate of 0.75. This ccmnares__
to the actual import price elasticity calculated earller of 00)4 whlch
was measured over a. price range of 2. 60 -5.05 dollars. Over each 6f
the three higher prlce ranges postulated by Castle & Cooke, the company
estimates that import demand is price elastlc° However, it should be
noted that the import prices used as éxamples by Castle & Cooke are
substantially higher than thosé which existed between January 1974
and April 1975. 7 Only in April 1975 did import prices exceed 5.00 dollars
per box. At that time‘the import price was 5.05 ‘dollars and the
weekly volume averagéd approximately 1,900,000 boxes. Castle & Cooke Inc.
forécast that an iumport price of 5:15 dollars . .per.box wouléd require -
that 1mport5'be limited to 1,350,000 boxes per week. In summary,.the
company's estimates of the import pricé elasticity. seems to be biased
upward. HNot only was the company's estimate over the 2.99-5.55 dollar
price range higher than the actual import price elasticity ‘calculated
over a'Similar p?ice-rangé,"buf-&léd their estimate of the import
volume consxstent w1th ‘an . import prlae of 5.15 dollars appears to

be too low," )

/Figure 2
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Part II

PROFILES OF TRANSNATIONAL CORPORATIONS OPERATING
_.IN CENTRAL AMERICA AND PANAMA

1. United Brands

B Unifza'Brands'éompanﬁhih a diversified food bémbaﬁjﬂwhibhm"”.
was formed-in 1970 by the merger of ‘AMK Corporation and the = °
United Fruit Company. United Brands (U.B.) had sales;of almost .
two billion dollars in 1973 of which bananas accounted for about -
23 per cent,. (see table 12). 1In 1973 U.B. was also involved in
meat packing (67 per cent of sales), petrochemicals (7 per cent of
sales) and. severaT other operatlons ineluding food serv1ces,“ )
floriculture, lettuce growing, communications and transportation
services. | ' . i ‘ R

The United Frult Company (UFCJ Was 1ncorporated in New Jersey
in 1899. The hlstory of the company from 1ts 1ncept10n until

1958 is avallable in May and Plaza s book The United Frult Company

in Latin America. At the close of the 1950s UFC was experiencing
difficulties on its banana plantations due to Panama disease.l/
UFC attempted to control Panama disemse by a flood-fallowing
technique and by simply abandoning stricken areas. The cost of
replanting Gros liichel bananas by 1960 was approximately USS 18
million per year.2/ Lergely due to Panama disease UFC profits
steadily declined during the 1950s, as follows, on page 59:

l/ S. May and G. Plaza, The United Fruit Company in Latin America,
National Planning Assoc., Washington, D.C., 1958, p.04,

2/ H.B. Arthur, J.P. Houck, G.L. Beckford, Tropical Apribusiness
Structures and Adjustments - Bananas, Harvard University,
Boston, 1968, p. 150.

/Table 12
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Tabla 12

UNITED BRANDS COMPANY

(Seles in million of US§)

Revenues by produst 1970

1971

ig72 1973 1974

Bananes snd related produsts 5 579,6 337-§ | 45047 4150,0 549 Wl
Food processing and servioces . . & 66;6 149.6 ) | 6843 | | 6.7.67..__. . 1035
inlted States a.grli.culture and . : Sl

florieultire | e . 2946 h2e6. 425 LBt 51e0
Other | SRR " 9.0 11,8 1342 1743 2746
Moat pa.cking and ralét!sd : ‘ ‘

predusts . T B9Bey BUF L 7 L 01242 1 250,4 1 289,0
Foster Grant ;omﬁahyr o - - | W06 -

Tetal C 18347 15869 198243 2 0205

1 448,9

Sourgst Annual Reports of .tha Comparys

/Year
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Yeaf Sales  Profits Equity . Profit Return on

“(USy m) ¢ (US$ m)  (US$ m) Marpin (%) Equity (%)

1950 212 . 65.7 307 21.1 21.h
19527 373 - . 37.7 T 32% 10,1 S 11.7
1954 . %23 -2k, 343 . 9.8 9.2
1956 zhly 20.3 355 8.8 8.5
1957 - 3k2 0 31,4 358 9.2 8.8 -
1958 32k 22.7 356 . 7.0 6.k
1859 312 12.1 354 2.9 z.h

0.7 0.8

1960 <304 2.2 291

§ource' Moodies Industrial Manual, 1968.

‘ UFC exper“enced a change in management in 1959 when
.Mr, Thomas E. Sunderland became President, Chlef Executlve Offlcer
and a member of tqe Board ‘of Directors.. Sunderland developed a
strategy deelgned to turn around the operatlons of UFC. 1In éddifiqn
'ito the poor performance of UFC, MNr. Sunderland had to deal with a
l95u Federal Consent Decree which reguired, among other thlngs,
that UFG d1vest 1tself of a 51zeable portlon of its oanana operations
by June 30 1966. ' '
Turnaroun ot Unlted Fruit Company,‘l968 1969

' eunderland made several cruc1a1 organlzatlonal and operatlonal
changes whlch revolutlonlzed the banana 1ndustry. First, he
reorganlzed the management structure of UFC 1/ Prev1ously there
had been verJ lltt]e co- ordlnatlon among the operatlons of Varloue
leISlons Wlthln the COMeanyo' Sunderland consolldated management
headquarters in Bouton and c¢reated a Management Commlttee compoeed
of exs.utives from each of U“C's dlvla1015a Then reallzang that
UFC lacked the required top executive manpowar eunderland attracted
John M. eox pre51dent of the Hinute Mald Corporatlon where Fox had
ploneered in marketing frozen orange juice, and Herbert C. Cornuelle,
president of the Dole Corporation, a large pineapple producer which
was taken over by Castle and Codke, Inc., in 1961, Foxﬁbecame

Executive Vice-President and Cornuelle was named Vice-President.

1/ Business Week, July 8, 1967, pp. 90-04¢

/Sunderland, Fox
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Sunderland;fFeg_aﬁadﬁefnueiié'Eﬁen:prbcéeded_tb imglement somé
of Sunderland‘siideasvabout reorgaaizing banana 0peratioas.

Immediate cost-cutting policies included the consclidation
of accounting activitiee, shutdown of marginal plantations aﬁd
better co-ordination of cutting to ensure that banana boats would
sail only with = full .load. Plans were developed to dispose of
assets which were no longer required for UFC's activities.

But the company's major problem was Pahama disease. Over:the
period 1950-1960 when Panama disease seriously infected the Central
American plantations, Ecuador became the largest source.of U.S.
imports of bananas. 'Eqaador'eJmarketlshare rose from 12,5 per cent
in 1950 to 35.0 per cent by 1956 aad to Lk, 6:per eent in 1960.
Ecuadorian bananas Were cheap and plentlful but suffered frem varlable
quality and the lonrer distance to the U. S. market compared with
Central Amerlcan fru t° Several banana 1ndustry spe01a115ts advocated
that UFC purchase 1ts entlre market requlrements from Ecuador thereby
eliminating the flnan01a1 draln caused bv Panama dlsease l/ However,
UFC's investments in banana plantatlons and 1nfrastructure, malnlyr
in Central America, amounted to US} 335 million in 1955 which was'
equivalent to 75 per cent of UFC's tetalfiixedféésateié/ In;addition
to the size of UFC's invemtment in Central America, other factors
to be considered included the pr0x1m1ty of the Central Amerlcan
plantations whlch reduced transit t3 me and ellmlnafed canal tolls,
and, the competltlve advantage of ownlng several geooraphlcally
separate plantations 50 that plant dlsease, blowdowns, labour
problems or polltlcal upheavals in one area would not serlously )
affect UFC's ability to meet market demand._ As a result, Mr. Sunderland
favoured continuing p?qduction'in Central America and reducing UFC

purchases of Ecuvadorian fruit.3/ Hewever, this‘waseonlyﬁposeible if

1/ Arthur, Houck,.Beqkford,IOQ.ciQ,, pa 148,
2/ May and Plaza, op.cit., p,‘108; _
3/ Arthur, Houck, Beckford, op.cit., p. 148,

/Panama disease
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fPéﬂéma disease could be controlled. Thé Stindard Fruit and Steamship
Company,-whlch due to smallér 1andhold1ngs than UFC was unable to -
szmply &bandon disease-stricken plantatlons, was “forced to switeh
from the Gros Michel variety of banana to the Giant Cavendish, a
disease reéistéﬁt-Stfaiﬁ." UFC was reluctant to make this switch
because the Giant Cavendlsh was ‘motre fraglle and perlshable and
often arrived at the U.S. market in damaged condztlona '

The problem was solved in 1960 when the’ company's research
department discovered the Valery variety of banana which was a
disease re61stant plant of. the Cavendish type. Other advantages of
the Valery 1nc1uded less rlsk of blowdown due to the plant's lower.
height, high quallty and hlgh ylelds. However, 11ke the Glant
Cavendish, the Valery is fraglle and ea511y brulsed when shlpped
on the stem. Mr. Sunderland decided to shift completely from the
Gros Michel to‘the Valery and to begin destemming and box1ng the
fruit at the plantationol/ The desteﬁﬁing operation had previously
been performed. by the ripener+jobber. "The fruit companies thereby
took over an operatlon which thay could not perform in the
United States due to the 1958 Consent Decree,' Furthermore, destemmlng
and rejection of poor quality bananas in the troplcs reduced welght
and shipping costs.’  Boxing in the tropice with relatively low
priced labour- -also made brand labelling of bananas an attractive
prospect.

Until 1964, it was. impossible:for the consumer to differentiate-
between the bananas of the.various fruit companies.’ In. that year -
John M. Fox, who had taken over the position of-President of UFC,

- ipitiated a programme to differentiate: UFCYc bananas from those of .
other produCers.é/.This'was~athﬁeved by sorting out top grade bananas

in the tropics and attaching blue adhesive brand labels to them.

l/ Ibld», PD- 1“9 151, .. . L ) -
2/ Business Week, July 8, 1967, De 92.

RV

/Branding of
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Brandlng of bananas was accompanled by an extensive advertlslng programme
in the Unlted States for ‘Chlqulta" brand bananas, which clazmed that
hoxlng and the reduced handllng which it entalled resulted 1n better A
quality frult for.the consumer, . f L . o

The combined effect of these several programmes 1n1t1ated by
Sunderland, Fox and Cornuelle was to 1mprove dramat1cally ‘the revenﬁes
and profitability of UFC in the perlod 1961 1968 .over the 1evels

recorded 1p_1969,eslshown by the follow;ng .

Sales ‘Profit Equity Profit Retufﬁlenf

e (usi w) (55 m) (058 m) M’?;;%m  Equity (%)

1961 . 311 . ¢ 8.0 . 295 - 2.6 2.7 -

1962, 320 = 10.7 299 3.3 . 3.6

1963 330 - (0.5) 282 - (0.2) (0.2) - '
1964 333 300 271 7 - D9 1.1

1965 399 15.1 27k 3.8 5.5

1966 © Lho '25.0°" 285 Y BLY 8.8

1967: - 489 32.1 313 ..o, 6.6 . 10.3 ..

1968 510 31.7 334 6.2 3.5

.
]

Source' Moodies industrielAManuai"igéS.

AMK Corporation:and the Takeover of the United Rrult Co.

The turnaround of the United Fruit Company attracted the
attention of Mr. Eli M. Black, President of the rapidly growing-AMK--
Cotrporation.. UFC had not only increased ites profitability, it had
also accumulated US$ 100 million in cash and marketable securities.: -
UFC's net worth was:about US§ 350 million, the company had no long-term
debt, and the:'price earnings ratio of 13 was considered low by financial
analysts.l/- This combination attracted the attentioq,of-seéeral

acquisition-secking firms,:

l/ "How United Fruit was Plucked” Business Week, February- 22, 1969,
p. 122. : S DS

/AMK Corporation
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- AMK' Cerporation had originally been a producer. of cardboard .
caps for glass bilk bottles. Eli Black took:over control of the
Company in the zarly sixties and, after & period of reorganization -
and ‘acquisitions; AMK had become a machinery manufacturer. with
sales of about US$§ 40 million -per yeéar. . In 1967 AMK acquired

John Morrell & Co., an-asset-rich meat-packing company whith was

experiencing. operating ‘@ifficulties and low profits. Morrell was .
twenty times larger than AMK, -having annual gross revenues of”
Us$ 800 million annually: Fortune magazine reported:

"After that coupy, an operating man would have 1mmed1ately
turned his attention to tightening up Morrell, and fitting
it into the parent structure. But not Black. He leaves
problems like that to others. In fact, he was just -
weighing the takeover of Great American Holding Corp., an '
insurance complex when the United Fruzt deal was brought to
“his: attention.%l/ oo - - ST Cae
Black's usuel practlce was to confer with the management of
the company he hoped to acqulre before purcha51ng any of the =
company 8 stock. However, in the case of UFC it was rumoured that
another company was about to make a tender offer, s0 Black made a
51ngle purchase from a New York brokerage firm of 733 ZOO shares
of UFC stock ‘at USH 56 whlch was USH 4 above the diarket price. 2/
Next, he purchased an’ addltzonal 7 100 shares on the open market
and 1ncreased hls holdlngs to 9 per cent of UFC‘e shares. Shortly
thereafter Black dlned with John M. Fox who had become’ chairman and
chlef executlve ‘officer of UFC. Black expressed hlS ‘admiration
for Fox' 5 feat of turnlng UFC around. However, Fox 5 initial
'reactlon was to oppose’ the AMK ‘takeover bid. Fox began to ‘seek
other potentlal buyers for UFC 1nclud1ng Dlllxngham Corpo, 'a Hawaiian

T

1/ "Unlted Frult‘s Shotgun Marrlage“; Fortune, Aprll 1969, pa 133, ’

2/ Ibid., p. 134

/based construction



based:construction and real estate firm which Herbert Cornuelle, UFC
president, had become, familiar with when he, was president:of Dole ;. .
Corp., and:Textron, Inc., a New-England based conglomerate.- Textron:
proposed a2 for'l share offer but this was voted.down by Textron: .
shareholders who felt that the ofdfer was=tod high. 7 . .-in
~Another firm, Zapata-Norness, Inc.-*.pf Houston ‘approached : . ‘-
Fox the day after Blaok's -purchase..ef 9 per.cent.’ Dillkingham: : -: -
eventually dropped. out-and’ it became apparent that: eithéer AMK or
Zapata was going to-win control-.:of-UFC. .Zapata demanded: that it
have & majorlty on UFC's board- wherees‘AMK asked. only for. mlnorlty
representatlon. Eventually Fox gave 1n to Black and AMK dlsmleslng
Zapata 5 offer‘as not, belng in" the best 1nterest of the shareholderso
Fox also tame’ around ‘to agree w1th Black that AMK and UFG wouid do
-well together. He sald‘ "UFC w111 hrlng operatlng experlence and
the ablllty to turn th;ngs around to this ney company and AMK will
bring the ablllty to use. assets.‘ Operatlng men, do not have the tlme
to do flnan01al thlngs that Eli élack can,do" 1/ Followlng the‘”“ ,
takeover Fox became v1ce-cha1rman of AMK and Cornuelle became_ilri;
pre51dent and chlef executlve offlcer of UFC. L. ‘w_“l - .
AMK had won the takeover battle but to do s0 1t had to outb1d
its rlvals and ended up paylng a. very. hlgh prlce to galn contrpl of
UFC, ] Before Black's orlglnal purchaee of Us$ 56 a share UFC had
been tradlng at USE 52. As other flrms entered the auctlon and
revealed their 1ntent10ns to acqulre UFC the share prlce began to
rise and eventually h1t US$ 88. 2/ As a result AMK pald much more
for UFC than the book value of the pompany 5 assets - USﬁ 252 9 m11110n
,more, to be precise. One bu51ness perlqdlcal noted that thls was ..

"an 1ncred1bly high value to attach to the reputatlon, trademarks

......... -

no hurrlcanes had dlfflculty earnlng a decent return on its assets" 3/

1/ Business Week, February 22, 1969, p. 122.
2/ Fortune,. April 1969, p. 191.
3/ Forbes, April 15, 1973, p. b4,

/In 1970
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In 1970 the Accounting Principles Board issued a new ruling, APB-
Opinion 17, which states that a company must write off over a period
"of 40 years any over-payment in the acquisition of & business
- sométimes called intangible "goodwill". Under this ruling AMK
would have had to amortize Us$ 252.9 million over 40 years which would
result in a drain on earnings of about US$ 6 million per year.
Fortunately for AMK, however UFC was acquired prior to APB Opinion 17
"and therefore the US§ 252.9 million is not being written off at alls
In June, 1970, Eli Black merged AMK and UFC in order to form

a new”cdmpéﬁy}‘Uniféd Brands (UB). Just prior to the merger the
“Federal Trade Commission announced”that it intended to institute
proceedings against AMK to compel it.to divest itself of its
83 per cent interest in UFC, and aghinst UFC to divest itself of
interests in the domestic fresh produte business, primarily’ iceberg
lettuce.l/ Followiﬁé the merger, Eli-Black became Chairman of the
Board and Chief Executive Officer of UB, John M. Foxlwas named -’
President of both UB and the UFC division, ‘and Herbert ‘Cornuelle
departed from the bahans division and went to Dillingham Corp.,
Mr. J.A. Taylor became senior Vice-President of the banana 'division
of UFC.

In 1969 a hurrlcane hlt the company s banana plantatlons in

Panama and Honduras-“ Extraordlnary 1osses due to hurrlcane and
flood damage amounted to USﬂ 10.6 million in 1969, US$ 8 6 mllllon
" in 1970 and US% 1.0 m11110n in 1971 2/

Durlng 1970 United Brands s;gned a letter of intent to sell
its Guatemalan banana operations to Del Monte Corporation to comply
with the 1958 Consent Dec¥ee.3/ “However, negotiations with-Del Monte
were terminated in 1971 when the government of Guatemala refused to

consent to the sale. Government officials indicated that for any such

1/ “Bold Start for AMK and United Fruit", Business Week,
J“ly !'"g 19?01 P 22.

2/ United Brands Company, Annual Reports, 1970, 1971.
3/ United Brands Company, Annual Reports, 1970, 1971, 1972.
/sale to
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sale to be acceptable it would have te.be to a,Guatemalan natiopal.
According to the UB:annual. report for 1971;certain Gnatemalan
nationals were interested in vaulr;ng the propertles and dlSCHSSIOnS
on the matter ,with the Justice Department were underway. In.the
meantimé, UB. entered into a contract-with Del:Monte to sell four.
million boxes of bananas to the latter over the period June 1971
to December 1972..
on December 15, 1972 the:Guatemalan properties were sold to Del, Monte
for US§-20.5 million.l/ . Ce : Ve
Several management changes were made. at UB in the. earlv 1970s.
In 1971, J.M. Fox who had been president of thewbanaqg group resigned.
In the Who's Who in America - 1972-1973, Fox was listed as a director
and comnsultant at. UB. fﬂome€6:,3hi§.pame.w§s gbsentigr;p‘;hgnlist_
of;directors im the 1972 Annual Report. The departure. of; Fox gompleted

Negotiations apparently were reopened in 1972 and

s e

the exodus of all of ithe top management personnel of the sixties.
Sunderland, Fox and Cornuelle,_the three banana operations and
marketing experts were. gone.. . o : ‘;

. United Brands" performance over the period 1969-1973 is ShOWn

as Tollows:

»

Year Sales +Profit - Bquity: ”Proflt - "Return on:
C !USﬁim) (Us$ m) (USﬁ m) Harg,lp, ( Equity (%)
1965 1 189  28.7 513 0 2.4 5,6 '
1970 1 38k (2.1) {505 = (0.2) - ... .(0.h)
1971 . 1 37%  (2k.0) - 478 (1.7). .. - (5.0)
1972 1 ‘*87 17.7 0 Choh T 1.1 T 3.6

1/ Moodies Industrial Mamual, 1974, p. 28. i

RN LT a L </The banana
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The banana group of UB showed the following reésults:

C e v mee L B o R

U

— Sales - ~Profit rEqui£y~-wwardfit-~- Return on

Year  (ysg m) (USS m) (USE m) Margin (%) Equity (%) . .
1969 .. 555 =-.. 28.7 . 255 5.2 8.0 .

1970 380 . 27. 4k N.A. 7.2 N.A.

1971 e 398 o 11-2& ’ Niﬁo "23'6'8 Nvo

1972 451 b, 70 N.A- 7.7 N.A.

1973 . - 450 26.3% N.A. 5.8 N.A.

197k *° NeA. 7 (7.5) Neho B N.A;'

v

+ P

&/ Income from Operatidﬁs befofé.unallddgted cofﬁbrate

overhead and extraordlnary 1temso

These flgures indicate that the banana group at UB has been
profitable relative to the other divisions of the company. Substantial
extraordinary losses were experienced during this period partlyldpe
to hurricane and flood damage and a fleet replacement programmgel/
In 1974, “the banana group nade a loss of USH 7.5 million.™

Durlng the- 1069 1973 perlod the company's sources of banana
supplies’ for export undeFirent some importént changee as shown. in
tables lB'and 14. ‘Honduras' production was relatively low in 1970
due to the effects;of Hurricane Francelia. which struck in September
1969. Both ' Panama and Honduras suffered severe floeding in 1970.
These disasters cut UFC's banana production during‘f&é?season when
demand was at its peak. By the time production was restored,
competition had made serious inroads into UFC's share of the North
American market during the first half of the year. Plantations
returned %o near full production in the second half, but this only
added to a market glut. The results vwere lower banana prices and

greatly reduced revenue and profit contribution for the year.2/

1/ United Brands Company, Annual Reports, 1970, 1971.
2/ Ibid. 1970, p. 7.

R /Table 13
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Tabls 13
. ORIOIN OF UNITED BRANDS! SUPPLIES FOR EXPORT .
(Mill%om boxes)

IR . Ve - . B S P R T

19691970 19’7} 1972 o 1973 1974

Panamg

A——

Prodiced © " 20 T BT kT W6 T CmgT Ay
Purchased 10,4 D79 749 - 69,  Bez - b
| 30.6 jakl;é 3246 315 L85 2241 _
Honduras T -

Produged . 1717 1“-9 22‘].7‘ 19-7 13.8 . | 15-1
Purohased 7.0 6a2 a9 549 5e2 Bt

By 2l 26 256 L0 L, R

Cesta Rlea . TR o

~ Produced 14.8 1647 17.8 1747 164 a2
Puroheised - T et el T T 140 e »8 R

. Guatemals - S SR

. Prodused < Faz T .79 o Bag 108 - = .
Purahaged : 1.2 . 9 l.3 . . J0 . .. ‘3'2"4:. . 247

8t -, 88 . 108 . L8 34, 22
. Subtetal . 78.5 . 90,8 .6 . 681 5845
re L 7.9 - 10.7 . . 18.1 ) *_. .' 3001

8.
947
Cofoml - 929 8ns v 98 98,3 ' 862 - 88.6

-Seursce: United Brands. -

-

.7 /Tablelk
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Table 14

ORIGIN OF UNTTED uB4NDS' SUPPLIES FOR EXPORT - - &

. {Pemanwo )

—p—

1963

1970

Y

1972

 ————

- Producsd - . 22
Purchaged 12

*
Honduras

Produssd 19
Purchased :

" Comte Rlag -

Prodused 16
- . Purchazed . e

Guatomala

Produced

Purchasad 1
9

Colombla " l2

Philippines

Other ~ purohased =

o 100

B ! dﬁ}m .
ounership: *
" Company
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_.production .., 67.
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char purchases @ .
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"Source: Unitod Brands.
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Table 8 shows that UB's shdre of ‘the  United Stdtes market fell
from 55.7 per cent to 46.2 per cent between 1968 and 1970. The
period - 19?0-1972 was ‘oné"'of oversupply’ in %ﬁe”Uhi%ed'Ste%es ‘batiana
market. - Uneted<Brands' productlon 4n.Honduras lncreased sharply after
replanting and the company's total exports increased by 12 per ceat
between 1970 and 1971. United Brands' markbt share’ remalneﬁ stable
at about 45 per cent untll a severe w1ndstorm hit the Honduren '
plantatlons in May 1973. Thls disaster coincided with the sale of
United Brands' Guatemalan d1v1s1on 1n Decemoer 1972 and resuited
in a 10 per cent dr0p in UB's share of the Unlted States manket in
1973. Castle & Cooke and Del Montg both increased their market share
with Castle & Cooke taking over from UB as the largest banang, importer
in the United States. _ : SR

United Brands remains the leading banana exporter in the world
despite its losses’in the United States mavket. Table O notes the
company's dominant position in the 1970-1972 period. During that
period, UB was thd largest ‘banana 1mporter in Canada, Sw1tzer1and,
Denmark, Sweden, Belglum Italy, Norway, Netherlands, West Germany,
Poland and the Unlted Kingdom. - ) .

As 1nd1cated by UB‘s flnan01al statements, the company has not
achieved a respectable net profit margln 1n recent years, Over the
period 1970-1974, the perlod since the AMK- UFC merger, UB haa _
experlenced a total net loss of US$ 26.6 mllllon. The company s
total revenues over the period amotinted to US4 8. 3 “billion. Nineteen
seventy-three was the company's best year when it earned a get}ihcome
of US$ 25.4 million on revenues of USH 1.98 billion. However,. UB
would have suffered a net loss in- 10?3 in fhe absence of'a complex
flnanc1al¢manoeuvne implemented by Eli Black. In November- 19?2 the
Accounting Princiﬁles Board issued a new ruling, APB Opinion 26,
which stafed ‘that as of Famuary 1, 1§73 any d1fference in principal
arising from any early extinguishment of debt must‘Ee fiowed tﬁrough

current earnings in one year.l/

1/ "The Numbers Game', Forbes, April 15, 1973, p. 42.

/United Brands
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United Brands had 5 1/2 per,. cent convprtlble subordlnated
debentures w1th face value of USL 12“ .millicn which were scheduled
to come due in 1994. The actual market value. of these bonds, wthh
had US$ 100 face value, was about .Us$ 61 1n late 1572. . Black: dec1ded
ta renegotlate thlo debt 1n the .following fashion. For .every
US$ 100 in face value on tHe old bonds, UB would give Us$ 9 in
cash and US% 60 in. face value.on a new 9 1/8 per cent bond which
would come‘dug.ln 1998, From the point of view of the bondholders, -
this offer was‘attréctiye because the .interest payments on:thé new ..
bond (9 1/8 per cent on USH 60) would be the same as they were on-
the old bond (5 l/Exﬁer cent‘pﬂ US$ 100} whereas the current. value
of the new cash and bond package . (Ys# 60 + USE $) would be higher
than the market value of the old bonde (USH 61).1/

From UB's p01nt of v1ew, the swap. appeared attractlve because
it would add to current pre-tax earnings and reduce .the company's
debt by US% 50 million as well. How much would. the renegotiation
add to pre-tax earn1ngs° The amount. would be USH 50 million
(the dlfference in pr1nc1pal arising from the early extinguishment
of debt) less the cash paid to the bondholders (about USH 11.2 million).
That left US& 38.8 million to be added to pre- ~tax earnings, the
exact amount added as an extraordlnary gain-in the. company'" 1973
financial statements.g/ | : S

Black appeared to have created US% ?9 nllllon by a bond
renegotlatlon. However,‘crltxcs p01nted_out that this gain was
51mply an accounting adjustment. But beéause of AFB Opinion 26, Black
was able to record a pre-tax gain of US§ 39 million, #li in 1973.‘
This manoeuvre l1fted UB from yet another year of losses to a-net

income of Us$ 2s. 4 millién after. taxes.

1/ Ibid., p. 42.
2/ United Brands, Annual Report 1973, p. 33.

/By early
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. By early 1974, UB's Honduran plantativns hadrrefurned to full

production after a severe: blowdown in May -1973: This inereased: -~

production, together with increased importe by Del Monte and Castle

& Cooke, created a state .of oversupply and depressed prices in'the" .
banana markets.l/ In March 1974, seven Latin:American nations -
(Colombia, Costa Rica, Ecuador, Guatemala, Honduras; Nicaragua and:':

Panama) signed the "Panama Agreement! whereby they.agreed.in’

principle to implement an export tax of United States 2.5 c/1b = w
effecfive April 1, 1974. However, pn-April.l,:1974 the folldwingi:"
taxes were imposed: .Colombia - 49 ¢/box, Honduras-«~ 50¢/box,

Costa Rlca and Panama - US% 1.00/box. ;-The. other signdtories -'Ecuddor,

N1cgr§gua, and Guatemala - did not impose.a tax.2/:.

In Honduras the tax was reduced to 25¢/box -after. protest from:

thehgruit'companies;- However, the.Honduyran tax.calls-for annual

incpéments‘of 5c/box until .the tax reaches 50¢/box in-1929¢ In =~ -
Panama, the export tax was dropped to 35¢/box effeéctive October 215 1974,

Confrontations between the fruit companies 'and the exporting':

nations were referred to as the '"Banana War" by the:press. “John-Tdylor,

President of UB's banana operations.gaid that the .company's current

I

operatlng contracts specifically protected the company from haV1ng to

pay export taxes.3/ ::

United Brands began to accrue funds under protést “to pay the

export taxes in Panama. The .company.offered to pay the ‘Panamanian

government in guaranteed certificates rather than cash but ‘the "

government refused to accept the certificates.  As' a result, UB réfused

to pay. the tax. The_govérnment then- confistated US$ 3.9 million* ~ ™

v

1/ Ibid., p. 5. R S L RN

2/

3/

Jacques Nusbaumer, The World Banana mconomy Prospects for Change
1974 - 1980, IBRD., Commodity Faper NO 15, uashlngton, D c,,

February 1975, p. 1h4. — e e

"United Brands Says it Fears Panama Would Seize Boats%, New York:
Times, August 5, 197# p- 35 e e

/which UB
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f which UB had dep051ted in escrow at the Natlonal Bank of Parama and
‘ whlch UB orlglnally 1ntended tc use to pay the export tax, The
company responded by haltlng export shlpments from Panamaai/ Company
‘off1c1a]s 1nstructed thelr banana boate not to put in to Panama .
harbours for fear the government would selze the boate. The Mlnlster_
of Industry, and Commerce, Fernando Manfredo stated that negotlatlons;
over payment of the tax would not begln untll UB contlnued export:.ng°
The tax being 1mpoeed at the t1me was US$ 1. OO/boxo: | .
Ell Black relterated the company ® p081tlon that the export -
taxes violated the prov151ons of exlstlnc agreementee He eaxd ‘ h
that UB recognlzed Panama s need for addltlonal revenoes and was.
prepared to negotlate a reasonable formula° However, he demanded
that tax negotlatlons muet be resumed before export uhlpments N
would be contlnued. Furthermore, he stated that UE had not offered
to sell’ its- banana operatlons to Panama°
Government officials in Panama said that the country would N
carry its confrontatlon w1th UB to "the bltter end“ The government
denled that it had 111egally confiscated UB funds and stated that a
contract signed by Unlted Frult Company and Panama ln 19 7 calls for
the oompany to pay export taxes after 195? as the lew deeme neceosary _/
The government deolded to purchase the propertles of the
Chlrlqul Land Co., UB's Panamanlan eubeldlary, as soon as the company_:
resumed shlpments, A natlonal cltlzens front in supoort of the
banana workers and the government held 1te first meetlng on August 5,
1974, A programme was organlzed to moblllze prlvate and State ald to
nearly 2,000 banana workers and thelr famllles ar*ected by the_
company's suspension of banana exports. Food and medical supplles

were trucked and ilown to the plantatlonsadf

l/- "United Brande SaYS Panama Fund Removal -led to Shlpment Haltr
Wall Street Journal, August. 12, 1974, p. 10. -

g/ MPanama te. contlnue Fruit Comoany Flght“; Latln Amerlcan B1gest,
October 1974, p. 18. .

3/ ‘“Panama Taking Steps to Buy Sub51d1ary” The Joﬁrnal of;Coﬁmercegf
August 6, 1974 T '

:/'E\f'ent'uall‘j'j‘.axw
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‘Bventually tax negotiations resumed ‘and the export tax was lowered
from US$ 1.00 ¢o 35¢/box. Banana shlpments resumed early in September
after a six~wee1€:stoppage° By autumn, the frult companles has also
managed to’ have the export taxes in Honduras and Costa ‘Rica lowered, to

5c/box l/ Ecuador remained unw1111n@ to 301n other banana produ01ng
-countrlee,ln 1mpos1ng hlgher export takes. ; S C

In late September, Hurrlcane Fifi hit in Honduraseﬂ/ ‘At the UB
plantatxon in the Sula Valley, 24,000 cut of 28,000 acres were
destroyed 2/ A large quantlty of boxed bananas stored in warehouses was
also destroyed. - The banana crop was not 1nsured, ‘United Brands' pier
remained operable bt there was damage to’ the rallway and otherrvqﬁ
facilitiés which were insured.. Orlglnally, there was some fear that
UB and Standard Fruit might’ abandon Honduras due to "the comblned 1mpact
of the hurricane and the export tax° However,:a UB off1c1al Mr . Lacombe,
said that UB's investment in Honduras was close to USw 100 mllllon and
the company would not leave., ' ' ,' oo

On October 11, 1974, UB announced that the d1v1dend on preferred
shares would be postposed due té’ losses from the Honduran hurrlcane and
. the export" taxestd/ On November 12, UB made its thlrd quarter f1nanczal
report. The company annhounced that revenues for the quarter had increased
from Usﬁ 496 million in the third quarter of 1973 to US¢ 524 m:.ll:.on°
However, the company suffered a net loss of Usa ho.2 mllllon in the
third quarter reeultlng in a US§ 40.2 million loss for the Ilrst nlne
months of 1974%. The loss’ ‘due to” Hurrlcane Fifi was US§ 20 mllllon net

of insurance, end banana taxes for the thlrd quarter amounted to
US$ 11 millidn. _5/ ' o

e

"Panama is resuming Banana Shlpments" New York- Times, September 7,
1974, p. 15. | - ‘ .

"United Brands says Hurr1cane Damage to ‘Cut Net" wall‘Street
- Journal, September 24, 1974, p. 194 S T

"Honduras likely to need Two Years to Recoup Losses"; New York
-Times, September 27, 19724, ps 17. - R

New York Times, October 11, 1974, p. 3%7.

"United Brands Reports Net Loss for Quarter", New York Times,
November 12, 1974, p. 61.

N e_; e‘. &

/The third
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The third quarter loss at UB placed the cempany in financial
dlfflculty. WOrklng capltal had decreased 17 per cent from .. .-
Us$, 200 1 mllllon at the end of 1973 to, JUsg. 165 mllllop late in-1974:1/
Unlted Brands dec1ded to cancel leldend payments for-the fourth . -
quarter of 19740 Eli Black saw the necessity of selling. Off some of.
the company 8 assets,“ Reluctantly, he: dec1ded to sellsFoster Grant Co.
- a petrochemlcal subsldlary which UB had.acquired in the latter:
part of 1972 and whlch Black had referred .to as "the .crown jewel of
our company” 2/ Foster Grant had contributed oply 7 per:gent ;to
total revenues 1n 19?3 but accounted for almost 24 .per cent of the
income. However, UB's banks were pressuring the company.-to isell .
somethlng because UB was runnlng Jdow on.the cash it needed  to keep up.
payment on loansoé/ L N . L

The sale of Foster Grant to the German company, Haoechst, was
announced on December 200 For tax. purposes, the details .of" the sale
had to be and were completed by the end of December, 1974.4/ . In
what economlst Ellot Janeway called "a stpiking, financial success'y5/ .
Black negotlated the oale of Foster Grant for USQ 70: millién- hav1ng
pald Usg” #9 mllllon in 1972 6/ o , . .

On January 1, 1975, the government of Panama took.over 30 000 !
acres of uncultlvated 1ang formerly hqld by the Chiriqui-Land Company.
This was the first step in the trangfer.of Chiriqui's assets to the-

government which would be completed in 3-4 years, and would glve tHe "’

Sooym

v

1/ "United Brandsrtrades More Assets for'Cash”;'BusihésS'Wéek}
January 13,11975, pp. 35 36 L . AR

2/ Ibid., p. 35,_ ' e e e

L

g/ "Su1c1de of Big Executlve Sfress of Corporate Life”; New York'?imes,
February 14, 19751 p- 1. :

&/ "Was E1i Black's: Death Caused by the Ten51ons of Confllctlng .
WOrlds“ Wall Street Journal February 1h,: 19?5, p. l._.z-‘“ E:L

_—

5/ New York Tlmes, February 1k, 1975, p. laﬁ . L {_ P
6/ Business Week, January 13, 1975, Pe 35. : “,I't“' . Lr: :, '?f‘"

OV R

R ﬂ“"-/gb#érnméni;tgtal:r§“zf,-
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govérnment'totaliewnersﬁip'of*UB*s plantations. - However, there
was disagreement over the value of  Chiriqui's assets. The company
. valued them at US$ 100 million while the government said that their
book value was US§ 44imillion.l/ - : T

On February .4, 1975, Eli Black committed: suicide by juaping
out. the window of his New York office.2/ Company officials said
that he was "under great:strain bécause of business preesures";
Edward Gelsthorpe; the.chief opérating officer of UB, said that
under Black's leadership’ “the company was on its way to overcoming
its -several .crises". The business pressures Wwere said to be
attributable to the sale of Foster Grant and to Black's agreement
at the end of December.to negotiate the sale of UB'sPanaha holdings.

At the end of March 1975, UB announced its financial results
for 1974. The company's sales increased 9.8 per cent from US$§ 1.84
billion in 1973 to US$ 2.02 billion in 1974. However, UB experlenced
a loss.of US§ 71.3 miltion from“continuing operatlons Znda net ‘
loss of USH 43.6 million after éxtraordinary items.-Banana operations
resulted in a loss of US§ 6.6 million in the ‘fourth quarter of 1974
and banana export taxes amounted to US$ 2.8 million. In addition;
the company took out of production about 3, 000 acres of margindi
.banana land resulting in a fourth quarter charge of about e
Us$ 2 million.3/ . . T : A

Following Black's -death, JWE. Goldman was named temporary
head of the Executive Committee and a new Management Committee.X/ .

" In March. the board hired a New York executive-search company’

to find it a new Chief Executive. 2/ This company presented seven

1/ Facts on File, March I, 1975, p< 168.

2/ "hh Story Plunge Kills Head of Unlted Brands k) New York Tlmes,_
February 4, 1975, peila - = )

2/ '"United Brands Posts Big Loss from Operatlons", Wall Street
Journal, March 28, 1975, p. 20. o .

4/ New York Times, February 11, 1975, p. 55.

5/ "United Brands Co. Elects Booth President and Chief, and Fisher
Acting Chairman®, Wall Street Journal, May 13, 1975, p.3.

/candidates from
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candidates from which the board of dlrectora unanlmously endorsed
Mr. Wallace W. Booth as the new Chlef Executlve on May 13. Booth
had been senior Vlce-Pre51dent and a member of the board and
_‘Executine~Committee‘of Rockwell Internatiomnal Corp.. He has a .- -
reputation for .being a very strong finangial. manager.

... _ The board of UB also_announced_ that. Mr. Max M. Fisher had
been named acting chairman while Mr. Booth becane famlllar with the
company.' Mr. Fisher is descrlbed as'a'multlmllllonalre independent
investor who was elected to the board on April 2. Also in”Aﬁrii;

a New York financier, Seymour Milstein, purchased 4 per Eent pfu:‘

UB's common stock and won a board seat.

On May 7, the European Economic Community charged UB with -
anti-trust violations in the European market. The EEC charged that
UB had broken Common Market rules by favouring some banana whqlesalers
over others in Denmark and Ireland.l/

On May 21, Costa Rican foreign minister Gonzalo Facio charged
that Standard Fruit, United Brands and Del Monte conspired against
- Central American banana producing Btates to keep them from ralslng
‘export taxes,?/ The forelgn mlnlster sald that he hmd heard unconflrmed
reports that the three companiss had establlshed a US@ 5 mllllon
secret fund to destabilize UBEC member countries that had
recommended export taxes. All 'thiee companies denied the accusation.

The following tables 15, 16 and 17 provide some further data
from various sources on UB's hoidings in Central America, UB's

employment, and taxes paid by UB in.Central America.

1/ "United Brands Accused by Europeans” Neﬁ York Times,-May 7, 1975,
p. 63

2/ "Costa Rica Accuses Castle.&. Cooke Unit, Del Monte, United Brands
of Conspiracy", Wall Street_Journal,lMay 21, 19?5, Do Do

' /Pablé 15
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1UNITED BRANDS IN CENTRAL AWERICA.AND PANAMA.
' : (as of Aprll 19?2} ‘1

AR

Guatemala Hondurias Panama Nlcaragua' g;i;a ‘Colombia

. T TN . - 6w "
e RIS IR P

Landl’ o R S .
{acres) n‘58JQOQ§/‘ 192 000 107 000 <. =" 2284000 ~*“900 
Corrugated. - - = . o i S s o S ;
Box Plant X R S S
Food 0i] e e e e
Plant ".“ A x T N X ' ‘x:
Plastics e : ':'i‘ T ' ‘ "7
Plant = . o o0 5 e eXe o0 T X tar de g L x
Banana :
Purece Do el S o
Plant P ‘ iy . X: Fa . x
Palm Oil A . RETEIN e BT | | |
Plant - - o o0 ) K e e s e S o

~Source. New York lees, Aprll 24 19?5, p» l°
a/ Sold to Del Monte in December 1972=T

P . R B - o oy

Table 16. . 20

_BANANA INDUSTRY. - - - - - ¢
(Employment: United Brands)

Panama Costa Rica Honduras Guatemala .-~ oo u

1970 i3 625 = 10 196 14 863 b 827
1971 12 538 8 107 14 543 L 675
1992 10 621 8 158 12:943 - o L 507
1973 .9 693 -7 985 -, 12+89% 0 . 71

Source: OAS Executlve Secretariat for Economic and Social Affairs,
”Sectoral Study of Pransnational Enterprises in
Latin Americe: The Banana Industry', 1974, p. 53.

/Table 17



