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The banana industry’s econom c significance in the Wndward
I sl ands can hardly be exaggerated'. Even after a considerable
downt urn experienced during the 1990s, al nbst one-third of the
arable land in these four countries is under bananas. The
industry is responsible for 43% of exports and 21% of the gross
domesti c product of these islands (International Labor
Organi zation 1999, 5). Detailed |abor force data are avail abl e
only for Domi nica and St. Vincent and the G enadines. But the
data for these two are remarkable. In Dom nica, the ILO reports
that the banana industry provides direct enploynent for 10, 255
peopl e, constituting 42.9% percent of total enploynent in the
country. In St. Vincent the banana industry’s inportance in job
creation is even greater. It provides work for 23,653 peopl e,
constituting a 70.7 percent of total enploynent (International

Labor Organi zation, 1999A). As The Econonist correctly puts it,

the Wndward Islands are the “true banana republics”(The

Econom st 1997-98, 2).

Bananas in the Wndward |slands are produced by peasants.
Over 80 percent of the banana producing units are under five
acres (Orchard et al 1997, 25) and, as Table 1 indicates, in
three of the four of these islands the nean farmsize is |less

than two acres. This peasant structure gives shape to these

Table 1

Banana Acreage and Nunber of Active Banana G owers, W ndward
| sl ands, 1992

! Donminica, Genada, St. Lucia and St. Vincent and the G enadines.



Country Nunber of Active | Banana Acreage Acreage per Active
G owers G over

Doni ni ca 6555 12000 1.83

G enada 600 1200 2.00

St. Lucia 9500 16500 1.74

St. Vincent and the 8000 12000 1.50

G enadi nes

Total W ndwar ds 24655 41700 1.69

Source: Grossman 1998, 54



societies. The Economi st wites that peasant banana cultivation

“...is thought to bring with it a certain self-esteeni(The
Econom st 1997-98, 2). M chael Joseph agrees, noting that with
the small owner-regine in bananas, “the descendants of sl aves,
once relegated to nenial roles, have gradually acquired the sprit
of free enterprise.” Joseph goes on, because the “investnent

ri sks inherent in banana cultivation, given its susceptibility to
natural disasters, is (sic) onerous...the peoples of the sub-
region have learned to be resilient and strong...” (Joseph 1997,
4). As Janes Wley has put it, had G ant Wod produced a
Dom ni can equi val ent of his “American Gothic” he would surely
have sel ected one of the country’s many banana farners as his
subject, for it is the famly farmthat lies at the heart of the
i sland’s econony, just as it does in neighboring St. Lucia and

St. Vincent”(Wley 1998, 160).

Though cul tivated by peasants, the Cari bbean banana
industry is integrated in the gl obal econony as an export
i ndustry. Notwi thstanding its inportance in the Wndward |sl ands
and its socially attractive features, however, the industry is
not able, on its own, to conpete successfully on the world banana
mar kets. Because it is a high cost producer conpared to Centra
and South Anerica, it requires a high level of protection to be
profitable. Table 2, which reproduces production cost estimates

prepared by



Table 2
Costs per Ton of Banana Production

$US
Country Cost
Dom ni ca 515
G enada 503
I vory Coast 469
St. Lucia 463
St. Vincent 461
Caner oon 440
Jamai ca 391
Col onmbi a 200
Costa Rica 179
Ecuador 162

Source: Orchard et al, 1997, 25



Hal | am and Peston reveal s the magnitude of the problem Wile the
cost of producing a ton of bananas in each of the Wndward

I sl ands exceeds $460, in Latin Anerica those costs are $200 or

| ess. Furthernmore the region’s industry suffers conpetitively as
wel | because of its difficulty in maintaining high standards of
fruit quality. (Ochard et at 1997, 25). Indeed Grossman wites
that “quality problens had been so severe that several major
supernmarket chains in the United Kingdomthreatened to term nate
purchases of Wndwards fruit; to keep such custoners the W ndward
I sl ands have had to buy higher quality bananas from Latin
American for those custonmers...” (Gossman 1998, 57). In short,

wi thout tariffs and quotas providing the Caribbean industry with

markets, its ability to export would all but disappear.

It is conventional wsdomin the Wndward |slands to
attribute these adverse cost differentials to exploitative |abor
conditions and resulting | ow wages of workers on banana
plantations in Latin Anerica.? But there is nore at work here
than just that. O her determnants, in addition to a | abor cost
differential, place the region’ s industry at a conpetitive

di sadvantage. Its soil is relatively inferior, especially since

2 Thus, Lawrence S. Grossman naintains that the region’ s di sadvant age
conpared to Latin American producers is caused by the fact that the
West Indies did not experience the “notorious and predatory past” that
enabl ed banana producers in South and Central America “to gain control
ruthl essly over extensive areas of land and to exploit poor workers.”
(G ossman 1999, 1). The Reverend Edgerton R d arke, the President of
the Antilles Episcopal Conference makes the same point nore positively.
He acknow edges that costs of production are relatively high in the

W ndwar ds, but points to the fact that the structure of the industry
there results in “many advantages and benefits to the individual and



much of the banana crop in the Wndwards is grown on hilly or
nmount ai nous terrain. Furthernore production is often disrupted -
sonmetinmes a season’s entire crop destroyed - by hurricanes. Mst
inmportantly the small size of the farmunits inpedes the use of
nodern production nethods. On farns of two acres or |ess

mechani zation is ruled out, the ability efficiently to use
irrigation and drainage infrastructure greatly limted, and of

course econonies of scale are inpossible to capture.

Beyond these issues which relate to costs, the industry, as
we have seen, also suffers from problens concerning fruit
quality. In short, aside fromthe |abor conditions which prevai
in Latin America where what are called “dol | ar bananas” are
produced, the internal structure of the Wndwards' industry
relegates it to a non-conpetitive status. The International Labor
Organi zation (1LO cites a study jointly undertaken by the French
M ssion for Technical Cooperation and the Inter-American
Institute for Cooperation on Agriculture which found that “over
the last three decades, the full economc potential of banana
export production has been severely constrained by a general |ack
of productivity growth” (ILO 1999, 3-4). In this regard Orchard
et al add that “...lack of entrepreneurial and managenent skills
have been suggested as contributing to the present malaise in the
Wndward Island industry. Producers are not sufficiently aware of

the increasingly conpetitive nature of the industry and the

the famly in the Caribbean that are not obtained in the Central
American situation” (Caribbean Daylight 1999, 10).




changi ng nature of fruit and vegetabl e production and marketing”

(Orchard et al 1997, 26).

The small farm sector is deeply rooted in Caribbean
history. After developing very slowy in the first two or three
decades after Emancipation in 1838, peasant agricul ture gai ned
ground in the last quarter of the nineteenth century as cane
sugar went into a long irreversible decline. Thomas notes that
the small farmsector “exhibited a greater willingness than the
estate sector to try new products and to seek out new markets.”
Nevert hel ess Thomas al so acknow edges that “best-practice
technol ogy and exposure to scientific agricultural practices was
far nore developed in the estate sector than in the snmall farmng
one.” Land settlenment prograns in the years after World War |
i ncreased the nunber of small farnmers, but did little to overcone
the problemof |low levels of productivity. Indeed nmuch of the
 and which was distributed in |land settlenment schenmes was in
units of four acres or |ess, which Thomas descri bes as

“uneconom c” ( Thomas 1996, 247, 249).

Though recogni zing that the peasant sector served a
valuable role in providing refuge frompl antati on dom nance, a
maj or thrust in academ c work concerning the region’s agriculture
has enphasi zed that such small units of production cannot be a
successful vehicle for the econom c nodernization of the West
Indies. This work takes its lead fromAister MlIntyre who argued
for the need to create “a new generation of farns on econonic

units, businessnen, not peasants” (quoted in Mandle 1996, 110).



In this regard, L.G Canpbell notes that it is necessary to
create agricultural units which “can avoid the di sadvant ages of
both the large plantation as well as the very small farm
operations.” According to Canpbell the size of such units wll
vary according to soil and climate conditions. But they should be
| arge enough, he wites, to “allow successful operation
essentially by the efforts of the owners al one and perhaps somne
famly hel p at peak work | oads, using high technol ogy inputs and
which is capable of yielding to the owner or operator an incone
no less than that earned by skilled workers in urban occupations

or ot her business operations” (quoted in Mandl e 1996, 110).

During the years since Independence, however, the
governments of the West Indies nations have failed to bring such
a sector into existence. Were |and reform has been undertaken at
all, instead of conmercial farms, governments have either created
| arge state-owned units of production or have undertaken | and
settl ement schenes on very snall | ots. Neither achi eved high
| evel s of productive efficiency. Genada during the rule of the
Peopl e’ s Revol utionary Governnment (1979-83) is an illustration of
the first approach (Mandl e 1996, 109-111). Sim |l ar devel opnents
were experienced in the larger territories of Guyana and Trini dad
and Tobago. El sewhere, as in Domnica, St. Lucia and St. Vincent
and the Grenadines, the small farm sector was wel coned on soci al
grounds as a source of stability. Wiere | and settl enment schenes
were inplenmented, as in Guyana, |and frequently was all ocated as

part of a political quid pro quo with considerations of
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efficiency and conpetence not accorded priority. According to
Thomas, |l and distribution was often “a neans of passing out
patronage to particular constituencies of voters”(Thomas 1996,

257).
N

In the past, Geest Industries Ltd. was the sol e buyer of
the region’s bananas. As a nonopsonist this firmwas able to
profit fromits market power as well as the various down-stream
activities it engaged in before the fruit arrived in retail
outlets in Geat Britain. It was only in 1995 that this
arrangenent changed, with CGeest’s Cari bbean operations purchased
by a consortium conposed of Fyffes plc, an Irish firm and the
W ndward | sl ands Banana Devel oprment Corporation (W BDECO an
unbrel | a organi zati on owned by the governnments of the four
Wndward Island nations and the four BGAs. Wth the change in
ownership, it was anticipated that the region would benefit by
capturing the profits to be earned in the shipping, ripening and

distributing activities formerly handl ed by Geest.

Unfortunately for the Wndward |slands, just at the tine
t hat Geest was bought out, the Wndwards banana i ndustry was
faced with a marketing crisis. The unification of European
product markets, referred to as the Single European Market (SEM,
put at risk the region’s protected access its sole outlet, Geat
Britain’s market. The industry’'s very exi stence was thus

threatened. If the assistance the industry received in the
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British market had been renoved, the industry's viability would

have been placed in serious doubt.

Bef ore 1993 the market for bananas in Europe was
fragnmented. The United Kingdom France, Spain, G eece, and
Portugal were supplied either fromdonmestic sources (including
France’s Overseas Departments in the Caribbean) or fromthird
worl d countries with which they retained a close rel ati onship.
Exanpl es of the latter were Geat Britain's relationship with its
former colonies in the Cari bbean: Janmi ca, and the four W ndward
I sl ands. Bananas fromthese countries were protected by quotas
and tariffs on inports fromother sources. Elsewhere in Europe,
however a nuch less restricted market prevailed. Germany, the
Net her | ands, Bel gi um Denmark, Luxenbourg and Irel and were
| argely provided with bananas from | ow cost producers in Centra

and South Anmerica (Ceara-Hatton 1999, 1-2).

This fragnentation represented a form dable obstacle to
Europe’ s achieving the single market to which the architects of
t he Cormon Market had conmmtted thenselves. Difficulties in
reaching that goal were intensified since the negotiations to
achi eve a uni form banana market occurred at the sane tinme as the
tal ks which resulted ultimately in the creation of the Wrld
Trade Organi zation (WO . The problemwas that the Uruguay Round
of tal ks was designed to free international trade, while the
Eur opean Community’s (EC) negotiations concerni ng bananas were
i ntended to nanage trade. The nenbers of the EC not only had to

come to an internal agreement which satisfied the nmenbers
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preferences with respect to the sources of their banana inports,
but that agreenent sonehow had to be reconciled with the
principles of non-discrimnation in trade which were the basis of
t he on-going global trade negotiations. At once therefore, as
Stephen J. H Dearden has put it, bananas becane “one of the | ast
remaining threats to the successful conclusion of the GATT
Uruguay Round” (Dearden 1996, 1) and at the sane tine, as
Lawence S. G ossman wites, “one of the nbst contentious of the
t housands of issues involved in creating the [ European]

Uni on” (Grossman 1998, 52).

The banana inporting policy which the nmenbers of the
European Union finally agreed to was passed by the European
Council in 1993. Though subsequent | egislative, regulatory, and
adm ni strative changes were inplenented, it remai ned conposed of
essentially two el ements. Each favored Cari bbean interests,

t hough not nearly as nmuch so as the protected market G eat
Britain had earlier provided. The first elenment offered tariff
and quota protection. The second regul ated the distribution of

inmport licenses to firmns.

The new marketing regi ne became fully operational in 1995.
In that year the EU anticipated inporting about 3,500,700 tons of
bananas. In one way or another virtually all of this market was
all ocated to the exports of specific countries in the form of
guotas. Inports above these quotas were effectively barred by a
prohibitively high tariff of ECU (European Currency Units) 793

per ton. About 27 per cent of the inports, 947,700 tons, were to
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enter the market duty-free. Al but 90,000 tons of these duty-
free inports were described as “traditional ACP [African

Cari bbean, Pacific] bananas.” These 857,700 tons of “traditional
ACP” bananas were to be inported from 12 countries, each of which
was assigned a specific quota. The | argest quotas were assigned
to Caneroon and the Ivory Coast at 155,000 tons each, accounting
for 36 per cent of “traditional ACP” inports between them The

W ndward I sl ands in conbination were assigned slightly over one-
third of this category: St. Lucia was assigned a quota of 127,000
tons, St. Vincent and the G enadi nes 82,000 tons, Dom nica 71, 000
tons and Grenada 14, 000, The renmi nder of the “traditional”

al l ocation was distributed anong Belize, Cape Verde, Madagascar,

Somal ia and Surinanme (Wrld Trade Organization 1997, 18).

In addition to “traditi onal ACP' bananas, two ot her
categories of inports were established: “non traditional ACP" and
“third country” bananas. The fornmer canme from ACP countries, but
were either in excess of the usual quota assigned to such nations
or cane from ACP countries which in the past had not supplied the
Eur opean market. In conbination, 90,000 tons of “non traditional
ACP” bananas were permtted. The Dom ni can Republic was assi gned
the largest share of this category, with smaller allotnments given
to Belize, Caneroon and the Ivory Coast, allow ng these countries
to increase their volune of exports and to Ghana and Kenya who
for the first time were granted access to the market (World Trade

Organi zation 1997, 18).
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What remained after the allocations of “traditional ACP’
and “non traditional ACP" was described as “third country
bananas.” This segnment of the market - constituting somewhat in
excess of 70 percent of the total - was also allotted by country.
For countries given “third country” quotas the tariff applied to
inmports was a relatively |low ECU 75. The | argest such assignnments
were given to Costa Rica (23.4% and Col ombia 21. 0% (Wrld Trade

Organi zation 1997, 19).

The second i nportant el ement of the banana marketing regine
specified how licenses were to be distributed to inmporting firns.
Those involved in inporting “traditional” ACP bananas (the
857,700 tons which canme fromprimarily from Canmeroon, the Ivory
Coast and the Caribbean) were faced with a straight-forward and
easy task. In applying for their inport licenses they were
required sinply to state the quantity and origin of the bananas
they were handling and to provide an ACP certificate, testifying
that these were “traditional ACP’ bananas (World Trade

Organi zation 1997, 20).

Li censes for the remai nder of the market (“non-traditiona
ACP” and “third country” bananas) were issued to firnms on the
basis of two criteria: the source of the bananas a firm had
historically inported (“traditional ACP’", “non-traditional ACP”
or “third country”) and the kind of business in which the firm
was engaged. The systemof allocating |icenses favored firns
whi ch had historically inported “traditional ACP’ bananas.

“Traditional” inporters, were granted 30 percent of the “non-
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traditional” ACP and “third country” market, in addition to their
supplying the “traditional” market itself. That is, these
suppliers were guaranteed all of the 857,700 tons of traditiona
bananas and 660,000 tons in the non-traditional third country

mar ket . Anot her way of saying the sanme thing is that the firns
which historically had supplied “non-traditional” and “third
country” bananas as well as new firns seeking to enter the market
wer e deni ed access to the “traditional” segnment altogether and
were confined to 70 percent of the remainder (Wrld Trade

Organi zation 1997, 21).

The second criteria enployed in the issuing of |icenses
concerned the function perforned by the firns. Distinctions were
drawn between a “primary inporter,” a “secondary inporter” and a
“ripener.” In each market a reference quantity - that is the
vol une of bananas each firmwas permtted to inport - was
determ ned by nultiplying the average quantity of bananas
mar ket ed by each operator in the last three years by a weighting
coefficient assigned to each of the three functions. Those
coefficients were .57 for primary inporters, .15 for secondary
inmporters and .28 for ripeners (Wrld Trade O gani zati on 1997,
21). What this nmeant was that firns designated as primary
inmporters, that is those which nade direct purchases from
suppl ying regions, were placed in an advantageous position
conmpared to other inporters. The coefficient by which the
hi storical level of inports handled by these firns was nultiplied

in order to obtain the volune they were permtted to inport was
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greater than if they had been designated either as a secondary

i mporter or a ripener.

In combination, the two criteria provided market advantages
to firnms | ong established as direct inporters from Caneroon, the
Ivory Coast and the Caribbean. Firns such as these, |ike Geest,
were assigned a | arge segnent of the total market, because they
were “traditional ACP’ inporters, a position which was
strengthened to the extent that they either nmade purchases
directly from producers or were thensel ves producers, in which
case they were considered to be “primary inporters.” As Jeroen
Dougl as, wote at the tinme “Regul ati on 404/ 93 [the new banana
mar keti ng systen] favours (mainly European-based) conpani es which
traditionally supply ACP and EU bananas. Their traditiona
interests are highly protected by a guaranteed hi gh vol une of
duty-free inports fromtheir traditional sources within the
Community and in ACP countries.” Indeed, as Douglas concl udes, it
was this “unprecedented way in which the traditional (mainly US
based) doll ar banana tradi ng conpani es were di scri m nated
against... [that] has led to an ongoi ng di spute between the EU
and the US adm nistration and sone Latin Anmerican countries...”

(Dougl as 1998, 4).

What ever the intentions of its designers, the Wndward
I sl ands banana industry did not prosper under the new banana
mar keting regi ne. Tables 3 and 4 provide information on banana

production and the val ue of banana exports fromthese countries
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bet ween 1980 and 1998. * Wat both tables suggest is that the

1980s was a period of growh in the industry,

reversal

but that a damagi ng

was experienced in the years during which the banana

Producti on of Banana in the Wndward |sl ands, 1980-1997

Dom ni ca G enada Sai nt

1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998

15120
35250
35423
38013
41177
42656
62741
67725
76870
58259
66706
66679
61449
64149
52000
40500
47397
41700
30000

16308
14670
13971
13817
13835
12500
12500
12800
14000
12800
12000
11200
10000
9000
8700
8300
6100
4400
4400

Table 3
(nt)
Sai nt
Lucia Vincent
46211 29096
58222 33221
58772 31750
68980 34921
85094 33620
106095 41922
141080 39936
113950 37472
168060 64888
145000 66752
160000 82725
128000 64779
158000 83900
160000 67652
115000 38200
119111 54000
112313 55000
76497 55000
76772 55000

Sour ce: Food and Agricul tura

http://apps.fao.org.,

3 Unlike the others,
t hese years.

el sewher e,

Organi zat i on,
accessed 5/12/99

Tot al

106735
141363
139916
155731
173726
203173
256257
231947
323818
282811
321431
270658
313349
300801
213900
221911
220810
177597
166172

exports from Grenada were all

FAOSTAT,

but elimnated in

In addition to the marketing probl ens encountered

the G enada banana industry was badly danaged by pest-
rel ated production probl ens.



Tabl e 4

Val ue of Banana Exports (10009%)
Dom ni ca Grenada Sai nt Sai nt Tot al
Lucia Vincent

1980 3030 4110 10536 6525 24201
1981 9235 3724 14711 10045 37715
1982 9956 3390 15645 9135 38126
1983 11224 3277 18562 11011 44074
1984 11114 2928 23756 11824 49622
1985 13307 3561 30234 16880 63982
1986 24870 3853 55449 19376 103548
1987 31980 4299 45124 19649 101052
1988 38352 5803 68708 31858 144721
1989 25103 4482 60329 33275 123189
1990 30748 4250 73871 44505 153374
1991 31516 4010 59918 36875 132319
1992 30504 2869 71210 41540 146123
1993 25309 1805 57984 25696 110794
1994 20973 2107 46771 16704 86555
1995 16827 1820 55936 24463 99046

1996 16476 602 46542 20490 84110
1997 15343 50 27583 14000 56976
1998 NA NA NA NA NA

Source: See Table 3.
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mar keti ng system was i npl emented, from 1994 onward. Production in
t he region peaked in 1988, but ten years |ater output was only
about “2the | evel achieved in that year. The decline in export
earni ngs was even nore severe. The value of banana exports in
1997 (the last year for which data are available) was only 37.2
per cent of the level of earnings achieved in 1990. As G ossman
puts it “since the inplenmentation of the S[ingle] E[uropean]

M arket] the fortunes of the Wndward Islands banana industry

have pl unmeted” (G ossman 1998, 56).

Because the new banana marketing systemrepresented a
conpr om se between countries where bananas had been i nexpensive
since there were no protective tariffs (for exanple, Germany),
and those like Great Britain where tariffs and quotas resulted in
a relatively high price for the fruit, its effect was to raise
the price in the first group of nations, and to reduce it in the
second. Unfavorable weather and fruit quality problens al so
pl ayed a role in the declining fortunes of the industry in these
years. Primarily, however, it was the decrease in the price paid
in the British banana market that resulted in Wndward |sl and
growers beconming, as Grossman puts it, “denoralized” (G ossman
1998, 57). Gven their high costs of production, reduced nmarket
prices resulted in their being able to supply fewer bananas
profitably to the market. Things becane so bad that in St. Lucia
in Cctober 1993 banana farmers went on strike and two growers
were killed by the police while protesting the prices they were

offered for their crop. During this incident runors, never
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completely verified, were spread that agents for the Anerican
firm Chiquita Brands International Inc., were active in the
country offering to buy at prices higher than were offered at the

time by Ceest.
11

Most accounts of why the United States initiated a
conpl ai nt agai nst the European banana marketing system at the
Wrld Trade Organi zation (WO cite pressure generated agai nst
the Cinton Administration by Chiquita. It is alleged that the
United States’ position was adopted as a payoff for canpaign
donations to the Denocratic Party made by the conpany’ s chairman
Carl Linder. This charge has been denied by Ral ph Ives, the U S
government’s mai n negotiator on the bananas di spute. Rather than

a response to special interests, according to Ives, “our line for
the last four years has been we just want the EU to adopt a
systemthat is consistent with the International rules of trade”
(McWhirter and Gal | agher 1998, 5). Indeed, Thomas Hirsch, the
coordi nator of the Banana Canpaign in Gernany, an organization
which is supportive of the Caribbean banana industry, seens to
agree when he says “it would be wong...to regard the US-
sponsored WO conpl aint as being nmerely an instrunent to protect
the interests of nultinationals...the US has | ong opposed the

privileged position of the ACP states in the trade relations of

the EC' (Hrsch n.d., 2).
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Notwi t hst andi ng thi s di sagreenent about the notives of the
Ainton Adm nistration, Chiquita did actively | obby the United

St ates governnent to nove on the issue. The G ncinnati Enquirer

series “Chiquita Secrets Reveal ed”, a series since renounced by

t he paper because the information used in it was stolen fromthe
company, reported that at the beginning of the decade Chiquita
hoped to expand its sale of bananas in Europe. Its strategy was
to take advantage of the fact that “the EU was consolidating its
trade policies and Eastern Europe was opening its markets after
the fall of Communism” According to the original Enquirer story,
“as the | eadi ng banana exporter to a continent with al nbst twi ce
as many consuners the United States, Chiquita was brimmng with
optimsm” Corporate profits had increased ever since Linder had
taken over its control in 1984, an increase, the Enquirer reports
“in great part due to growh of sales in Europe.” As the paper
puts it “VMall Street expected expanded operations there would

swell Chiquita s profits”(MWiter and Gal |l agher, 1998, 2).

As it turned out these expectations were to be
di sappoi nted. The nmarket for bananas in Eastern Europe did not
expand as the conpany had antici pated, and the provisions of the
new banana reginme in the EU resulted in adverse results for the
company. According to the Enquirer the protections contained in
the July 1993 banana accord, “blocked Chiquita frominporting as
many bananas as its wants into Europe from Central Anerica. The
EU al so has placed tariffs on the bananas that Chiquita does

bring in.” According to the Enquirer “the conpany clains to have
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| ost nbre than $355 nmillion since 1992, nost of it as a direct

result of the banana protections....” In response, the Enquirer
continued “... “Chiquita was the only maj or banana producer to
fight against the EU banana restrictions.” It did so “fiercely,

mar shal i ng top | obbyists in Brussels, Washi ngton DC. and

el sewhere”( McWiirter and Gal |l agher 1998, 2).

Preci sely the opposite experience was encountered by the

Irish-based firm Fyffes. According to The Wall Street Journal

“After the EU raised its barricade of quotas and licenses in
1993, Fyffes rose to becone the Continent’s first banana
mul tinational.” As Chiquita’ s market share in Europe declined,

Fyffes, wites The Wall Street Journal, “was racking up

successes, including record 1998 sales, a run of healthy profits
and a tall pile of cash, which it has used for acquisitions and
share buybacks.” Included anong these was the 1996 joint venture
with the Wndward | sl and Banana Devel opnent Conpany (W BDECO)
resulting in the purchase of the banana operations in the

Cari bbean of CGeest. As a result of this purchase, Fyffes came to
possess formal supply agreenents with WBDECO additional banana
ripening facilities as well additional ships in which it could

shi p bananas (lrish Conmpany News 1998, 1).

At the time that purchase seened to observers to be a risky

one. But The Wall Street Journal cites a securities analyst as

subsequently saying that it was “an incredi bly opportunistic
move” (Murray 1999, 3). Building on an already strong base, the

purchase of Geest positioned Fyffes to take maxi num advant age of
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the salient features of the marketing reginme in Europe. It had
access to a guaranteed market for Caribbean bananas and
possession of the licenses fornmerly granted to Geest as a
“traditional” inporter. Not surprisingly, Fyffes liked the banana
systemin Europe. A spokesperson for the conpany was quoted as
saying “Fyffes is supportive of the EU regine,” arguing that “it
provides a market for growers in ACP countries who could not

survive without it”(Cottrill 1996, 1).

I ndeed, as we have seen, the European |icensing system
seens explicitly designed to benefit a firmlike Fyffes, one with
a long history of doing business with “traditional” banana
suppliers. As Jeroen Douglas has put it, in that system “market
operators ‘earned’ their licenses for prospective operations
according to their historical market share” and not through a
competitive market process. VWhat was decisive in the allocation
of import licenses was not reduced costs or marketing
i nnovations, but rather historical market share. The systemin
effect transferred “nmarket shares fromdol |l ar banana conpanies to

EU and ACP banana tradi ng conpani es” (Dougl as 1998, 3, 4).

Furt hernore because the marketing system nmeant that banana
prices in Europe were higher than the free market price, firns
were eager to gain access to those licenses. The upshot was that
a market for the licenses thensel ves devel oped, a narket that
positioned favorably the conpani es which disproportionately were
granted the licenses in the first place. Such firnms could choose

bet ween using the licenses to inport bananas or to sell themto
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firms which wanted to do so. Wi ch they chose was the alternative
t hey thought nost profitable. Wile making such a deci sion was
unremarkable froma firms point of view, creating a market for
import |icenses when such licenses were allocated on past
performance and not subject to a process of conpetitive bidding,
represented dubi ous public policy at best. For what it did was
provide a neans for selected firnms to sell their licenses to the
hi ghest bi dder wi thout having to do anything of benefit for
ei t her banana consuners or producers. This opportunity to earn
what he calls ‘easy noney’ rather than concern for a region |like
West I ndies, reports Douglas, “explains the firmresistance of
those traders to any nodification of the Regul ati on”(Dougl as

1998, 3).

Soon after the EC inplemented its new banana marketing
systemin 1993, Col onbia, Costa Rica, CGuatenmala, Nicaragua and
Venezuel a (but not the United States) filed a conpl ai nt agai nst
it under the dispute settlenent procedures of the Ceneral
Agreement on Tariffs and Trade (GATT). That conplaint chall enged
the EC system of country-specific quotas for banana inports, the
| i censing procedure by which those quotas were inplenented, and

its restrictions on inports from non-ACP countries. The argunent
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was that because they were discrimnatory, they were in violation

of GATT rul es.

The GATT was an agreenent anong nati ons concerning the
rul es governing international trade. According to Anne O
Krueger, “the key principle to which the GATT contracting parties
subscri bed was an open and nondi scrim natory trade, thus giving
rise to the term‘open nultilateral system ”(Krueger 1998, 4). In
this, the signatories agreed to the principle that each shoul d
treat the others equally in the application of inport tariffs.
The idea was that all potential exporters should have equa
access to overseas markets. Success or failure in those markets
was to be deternmi ned by econom c performance al one. Each nenber
nation of GATT, in short, was to be granted “nost favored nation”
status. The GATT was not a free trade agreenent, though it was
anticipated that over tinme tariffs would be reduced through a
process of negotiation. Furthernore, it contained provisions by
whi ch specific waivers to the principle of equality could be
granted. Neverthel ess Krueger affirns that a “great
liberalization of tariffs and trade in the post-war period was

achi eved under the auspices of the GATT...”" (Krueger 1998, 3).

Under GATT s di spute settlenent procedure a quasi
juridical panel was established, conposed of experts who acted as
i ndi viduals, not as representatives of their governments. As such
as John H Jackson puts it, they “had an obligation to be
inpartial and to apply careful reasoning to the cases brought

before thent (Jackson 1998, 166). Standard procedure was for a
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panel to issue a report and recommendati ons on the cases brought
before it and submt themto the GATT Council, conposed of
representatives of all nenber governnents. |If the Counci

approved of the panel’s report the ruling became binding.

The problem was that approval by the Council required
“consensus.” What was needed was unanimty. But that unanimty
was often absent because the parties to the conflict sat on the
Council and those whose interests were not supported by the panel
coul d be expected not to consent to the decision. In effect a
country which was found in violation of GATT trade |aws coul d
veto a panel’s report. As Jackson puts it, “the losing party to
the dispute had a techni que of avoi ding the consequences of its

| oss” (Jackson 1998, 167).

In fact just such a veto was exercised in the case brought
by the Latin Anerican countries against the 1993 European banana
mar keting regi ne. The di spute panel which heard the case agreed
that indeed the European marketing systemwas in violation of
GATT rules. But its report was not adopted because the EC and ACP
countries did not agree with and vetoed its ruling. Neverthel ess
t hough the 1993 report was not adopted, and in fact had no | egal
standi ng, its conclusions neverthel ess provided what was
descri bed as “useful guidance” to subsequent panels exam ning the

same set of issues (Wrld Trade Organi zation 1997, 346).

In the aftermath of the 1993 GATT panel findings that the

banana regi me was discrimnatory and the subsequent veto of its
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report, the EC did nmake two adjustnents to its system of banana
imports. They were apparently taken in the hope that those
changes would allow it successfully to withstand challenges to it
in the future. First, the EC and the seventy countries in the ACP
groupi ng in COctober 1994 sought and secured a formal waiver from
GATT' s non discrimnatory rules with regard to inports by the EC
fromthose nations. This waiver concerned the Fourth Lone
Convention, signed on Decenber 15, 1989 which accorded
preferential treatnment to ACP inports to the EC and contained a
speci fic protocol concerning bananas. Under the Lonme waiver, the
EC was permtted to waive GATT's “nost favored nation” principles
until 29 February 2000, “to the extent necessary to permt the
Eur opean Conmunities to provide preferential treatnment for
products originating in ACP States...w thout being required to
extend the sane preferential treatnent to like products of any
other contracting party” (Wrld Trade Organi zati on 1997, 323).
The second response was to include additional countries in the
mar keti ng schene. Specifically a Framework Agreenent on Bananas
(referred to as the BFA) was negotiated with four of the five
countries that had filed the original conplaint in 1993 agai nst
the EC narketing system New allocations were provided to Costa
Ri ca, Col onbia, N caragua, and Venezuel a. In exchange for these
guot as these four countries agreed not to pursue their conplaint

further (Wrld Trade Organi zation 1997, 24).

Wth the establishnment of the WIO on January 1, 1995

however, a major change occurred with regard to the resol ution of
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trade disputes. The opinions of dispute resolution panels becane
bi ndi ng, no | onger subject to a veto by one of the parties. Now

t hese panel decisions were to be automatically adopted unless the
|l osing party was able to achieve unanimty anong WO nenbers to
the contrary. Added to the procedure was a new appeal process,

but the days when one of the disputants could sinply ignore the
deci sions of a conflict resolution panel were over. As Jackson
puts it, once a panel has issued its ruling, and dependi ng upon

t he outcone of any appeals that m ght be undertaken, “it will be
virtually automatic that the parties are by treaty | aw obli gated

to carry out the recommendati ons”(Jackson 1998, 167).

It was in this newinstitutional context that the system of
guotas on the inports of bananas, as adjusted by the BFA and in
light of the Lomé waiver, was challenged again, this time by the
United States, Ecuador, Guatennl a, Honduras and Mexico in a
conpl ai nt brought before the WO Di spute Settl enment Body in
February 1996. After an initial round of unsuccessful
consultations failed to resolve the banana dispute, the WO
established a Special Wrking Goup in May 1996 to deal with the
i ssue. That Panel ruled in May 1997 that the EU s banana
marketing regine in fact did violate GATT/WIO rul es. The EU s
appeal to this opinion was rejected and that judgnent ratified by
the WIO i n Septenber of that year (Caribbean Banana Exporters

Associ ation 1999, 2).

Fromthe Panel’s viewpoint the issues at stake did not

center on whether preferences existed. Lonmé permtted them The
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i ssue at hand was whet her the preferences in the banana accord
went beyond what Lomé called for. The banana protocol in the Long
agreenent contained the foll ow ng | anguage: “in respect of banana
exports to the Community markets, no ACP State shall be placed,
as regards access to its traditional markets and its advant ages
on those markets, in a less favorable situation than in the past
or at present”(Wrld Trade Organization 1997, 324). The Panel’s
interpretation of this clause was that while the Long Wiver
permtted sone preferences with respect to EC inports of bananas,
it did not permt all such preferences. The panel’s position was
t hat under Long violations of the principle of non-discrimnatory
shoul d be mnimzed and enployed only to the extent necessary to
permt the Lomé WAiver to be functional. The Panel insisted that
“the Lonm& wai ver should not be interpreted to permt breaches of
the WIO rules that are not clearly required to satisfy the

provi sions of the Lonmé Convention”(Wrld Trade Organi zation 1997,
355). In this regard, the Panel cited the |anguage of the waiver
itself which stipulates that”...the preferentia
treatnent...required by the Convention is designed...not to raise
undue barriers or to create undue difficulties for the trade of

other contracting parties” (Wrld Trade Organi zati on 1997, 353).

In its decision, the Panel found that two nechani sns
enpl oyed by the EC violated WIO rules and did so in ways which
the Lomé Waiver did not cover. The first ruling was that
excl udi ng sone third country bananas from quotas while including

others, as the marketing plan did, violated WIO rul es even as
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nodi fied by Lonmé. It condemmed as illegally discrimnatory the
fact that in allocating shares of the “non-traditional ACP”

mar ket to sone WIO nenber countries it omtted others,
specifically citing the case of Guatemala (Wrld Trade

Organi zati on 1997, 320). Once having assigned quotas to certain
non-traditional suppliers, these assignnents could not
legitimately be “invoked to justify a permanent allocation of
tariff quota share.” The EC s responsibility was to negotiate and
come to an agreenent with countries newly expressing an interest
in exporting to its market (World Trade Organization 1997, 321).
This it had failed to do. The Panel explicitly agreed that quotas
assigned to ACP countries were acceptabl e under the Lone Wi ver
(325). But what it found unacceptable was that quotas were

granted only to selected non ACP countri es.

In addition it found that the EC s licensing system i nposed
an i nproper di sadvantage on conpani es whi ch did not possess a
history of inporting “traditional ACP’ bananas. It found that in
al l ocating 30 percent of the inport |licenses for non traditiona
bananas to inporters who had narketed EC or traditional ACP
bananas, the scheme was unfairly discrimnatory against firns
other than those long-established in the industry (Wrld Trade
Organi zation 1997, 404-405). Wat it objected to was the fact
that there were “two different origin-based sets of inport
i censing procedures. These sets of |licensing procedures differ
significantly from one anot her, depending on whether inports of

bananas are fromtraditional ACP sources or fromthird countries
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and non-traditional ACP sources....”(Wrld Trade Organi zation
1997, 357). Such differences it found unacceptable. Wat was
necessary to be in conpliance with WIO rul es was that |icensing
regul ati ons be applied “in a substantially uniformmanner.” The
fact that with the EC systemthere were “two different origin-
based sets of inport |icensing procedures” was sufficient for the
licensing systemto be considered inconsistent with GATT rul es,

even as nodified by Long.
\Y

In light of the May 1997 deci sion ruling against the banana
mar keti ng system the EU, under WIO rules, was obligated to
respond by nodi fying its banana marketing regine. An Arbitrator
appoi nted by the WIO rul ed that the EU woul d have until January
1, 1999 to do so (Wrld Trade Organi zation 1998, 7). New
regul ations were in fact adopted by the Council of the European
Union on July 20, 1998, to be inplenented by the deadline. In
August, however, Ecuador, Guatenal a, Honduras, Mexico and the
United States renewed the di spute by requesting consultations
again, this tinme concerning the new rules. Wen these tal ks
failed to resolve the new di sagreenents, Ecuador requested the
Di spute Settlenent Body to rule on the question of whether the
new banana regime conformed to WIQ) GATT rules. At the sane tine,
the United States separately requested that it be authorized to
i npose $520 million dollars of sanctions on European inports to

conmpensate for the losses it clained it had incurred al ready
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because of discrimnatory practices in the European banana narket

(Cooper 1999 1-2).

The changes the EU has inplenented in the banana regine
clearly were designed to give the inpression at |east that the
new plan was |less discrimnatory than the old one. Country
al l ocati ons were not specified anong the 12 “traditional” ACP
countries. The quota of “non-traditional ACP” bananas was
i ncreased from 90,000 to 240, 748 tons and as well no country-
specific allocation were made (World Trade Organi zati on 1999, 2-
4) . The banana market al so was w dened to include additiona
countries. In the new system Ecuador and Panama were added to
the list of countries supplying “third country bananas” and were
provided with specific market shares, 26.17 for the former and
15.76 percent of the market for the latter. Under the old
approach neither country has been assigned a quota. Slight
i ncreases were also granted to Col onbia and Costa Rica, while
Ni caragua and Venezuel a’s relatively snmall previous assignnments

were elimnated altogether (Wrld Trade Organi zation 1999, 3).

The system of corporate licensing for inports was al so
changed, again with the obvious intent of making the system
appear to be nore WIO-consi stent. Instead of three categories of
i mporters which were thensel ves further sub-divided into three
groupi ngs, there were to be only two kinds of inporters under the
new approach. Those considered to be “traditional operators” were
to be granted |licenses for 92 percent of the banana inports and

“newconers” were to be provided for licenses for the remaining 8
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percent. In this plan “traditional operators” were those who had
inmported at | east 100 tons of bananas into the European market
bet ween 1994 and 1996. “Newconers” were those firnms who, though
they did not inmport the requisite volunme of bananas, neverthel ess
were inporters of at |east ECU 400,000 worth of fruits and
veget abl es during at | east one year between 1994 and 1996 (World

Trade Organi zation 1999, 4-7).

Despite all of these changes, both Ecuador and the United
States won their cases. In the case brought by Ecuador the
arbitrators ruled that the European banana regine still was not
in conformty with WIO principles. The arbitrators also ruled
that the United States was entitled to inpose sanctions on EU
imports, though in this case the amount was scal ed down fromthe
$520 mllion the United States had requested to $191.4 mllion

(World Trade Organi zati on 1999A, 43).

The WIO Panel ’s ruling against the EU was descri bed by The
Guardi an as “devastating” and about which The Ti nes conment ed
that “it is not difficult to synpathise with the [Panel’s] logic
that |ed themto conclude that the present banana systemis

i ndef ensi bl e” (The Guardi an 1999; The Ti nes 1999). The Panel

continued to believe that the systenis discrimnation went beyond
what the Lomé wai ver pernitted. Concerning quotas, the Pane

found that the new systemviolated the principle that when
guantitative restrictions or prohibitions on trade are enpl oyed
those constraints be applied so as to alter trade patterns as

little as possible in conparison to what would prevail under free
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mar ket conditions. To do so the Panel argued, quotas shoul d be
based upon the experience which occurred “during a previous
representative period” (Wrld Trade Organi zation 1999, 63). Wat
the Panel found to violate WO rul es was the new provisions that
set the ACP country quotas at their pre-1991 best-ever |evel of
exports, while the quotas for other inporters corresponded to the
| evel of exports achieved in the 1994-96 period. The consequence
of this inconsistency was that the ACP countries were all ocated

| arger quotas than woul d have been the case if both groups of
countries were assigned their market share based on exports in

the sanme period (Wrld Trade Organi zation 1999, 68, 69).

The Panel also ruled that not assessing specific quotas to
the ACP countries violated GATT/WIO rules. Failing to do so
rai sed the possibility that some ACP countries would benefit
unfairly conpared to non ACP countries. This mght occur if
“traditional” suppliers were unable to provide their norma
output to the market. Under the new system only another ACP
country would be entitled to fill that gap. But if this occurred
these “nore conpetitive traditional ACP suppliers” would exceed
their individual pre-1991 best-ever inport quantities. But in
turn what this would nean is that those efficient ACP suppliers
woul d be provided with “a preferential tariff of zero for vol unes
beyond those required” by the Lomé Convention (Wrld Trade
Organi zation 1999, 77). As a result, the Panel declared that the
collective allocation to traditional suppliers, wthout specific

guotas, violated the principle of equal treatnent.
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At the same tinme, the EU s |icensing systemwas judged
still to be in violation trade rules, in this case Article |l of
the General Agreement on Trade in Services (GATT).* According to
that article ”...each Menber shall accord inmedi ately and
unconditionally to services and service suppliers of any other
Menber treatnent no | ess favourable than that it accords to |ike
services and service suppliers of any other country” (Wrld Trade
Organi zation 1999, 82). Again the problemwas that the 1994-96
period was enpl oyed in determning which firnms woul d be
considered “traditional” inporters and thereby gain access to 92
per cent of the market. The Panel ruled that since the system of
licensing in place between 1994 and 1996 unfairly favored
traditional suppliers, firns such as Ecuador’s NOBOA were “faced
with a conpetitive disadvantage that is not equally inflicted on
service suppliers of EC/ACP origin”(Wrld Trade O ganization

1999, 90).

Even the admi ssions procedures to the “newconer” category
came in for critical evaluation. To be permtted access to the
banana market in this grouping a firmhad to prove that it had
i nported ECU 400,000 of fresh fruits and vegetabl es during one of
the preceding three years. According to the Panel, requiring a
firmto have experience inporting into the European market was

unfair. It declared that if experience is a criterion to be

* The General Agreement on Trade in Services (GATS) was one of four
agreements negotiated in the Marrakech Accord which established the
Worl d Trade Organi zation. The others are the Multil ateral Agreenent on
Trade in Goods, The Agreenment on Trade-Rel ated Aspects of Intellectua
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i nvoked, doi ng business el sewhere, not just in Europe, “should
equal |y be deened sufficient to ensure a requisite |evel of

expertise”(Wrld Trade Organi zation 1999, 95).

Near the end of its Report, the Panel offered suggestions
concerning the structure of a banana inport reginme which it would
consi der acceptable. Wth regard to the issuing of inport
Iicenses, the Panel suggested a first-come, first-served system
or secondly, a systemin which |icenses are auctioned to firns,
or finally, an allocation systemon the basis of past trade
performances during a representative period (Wrld Trade
Organi zation 1999, 95). Wth regard to the bananas thensel ves the
Panel again offered three possible alternatives: the first,
el imnating quotas while maintaining a tariff preference for ACP
bananas, the second, using a tariff only system but with a WO
wai ver allow ng a quota for ACP bananas, and the third,
el i m nati ng market shares altogether or having the third county
suppliers agree to a collective share of the market, with the
remai nder of the market reserved for ACP bananas (Wrld Trade

Organi zation 1999, 97).

As of this witing (md June 1999) it is not clear what the
EUw Il do to bring its banana market structure into conpliance
with the WIO rul es. The European Council, however, prepared and
made public a paper dated May 26, 1999 which outlined the options

which were open to it to do so. Categorically ruled out was what

Property Rights (TRIPS) and the understandi ng on Rul es and Procedures
CGoverning the Settlenent of Disputes.
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was described as the United States’ preference: a flat, |ow
tariff on all banana inports, with no quotas. The United States
conceded that throwi ng the market open to all potential suppliers
in this way woul d make sone ACP suppliers |like those in the

Cari bbean unconpetitive. For those countries, the United States
view was that aid should be provided, the bulk of which was to
come fromthe EU, though it was willing to nake a contribution
hjecting to the costs which would be involved, the Conm ssion’s
response was this system“woul d | eave the ACP dependent on EC
financial support, which is not an appropriate |long-term

sol ution” (European Uni on 1999, 6-7).

Two ot her options were articul ated which, the Comm ssion
reported, seened to be acceptable to both the United States and
the EU. They were a tariff only regine, giving tariff preferences
to ACP producers, but elimnating quotas altogether, or
alternatively continuing a quota system but with a najor
nmodi fication. In the first, described as “a high flat tariff
approach,” quotas would be elimnated and so too would the need
for a licensing system ACP bananas woul d be inported duty-free.
The tariff applied to non- ACP bananas woul d be sufficiently high
so that their entry would be at the |l evel of the previous quota
assigned to them As described in the paper the objective would
be to “fix the tariff to a | evel which approxi mates the price
effects of the tariff quota.” This approach obviously woul d
protect the interests of the ACP countries, though the

elimnation of the licensing system woul d deprive an organi zati on
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i ke Fyffes/WBDECO of the benefits they received as a result of
the market which devel oped for the |icenses thensel ves. The

Conmi ssion reported that the United States was worried that the
tariff mght be set too high, preventing an increase in the

i mporting of “dollar bananas.” But the Conmm ssion reported that
the United States seened to be willing to negotiate the tariff

| evel . The Comm ssion’s cal cul ati ons suggest that its objective
of maintaining the current structure of the market could be
achieved if a tariff of ECU 275 per ton were set on non- ACP
bananas, while it estimated that if the tariff were as | ow as ECU
75 per ton, the Caribbean woul d be excluded fromthe market

al t oget her (European Union 1999, 4, 9-10). This would seemto set
the range of negotiations if the two sides were to agree that a

tariff only system should to be adopted.

The second approach would not elimnate quotas, but would
establish a new quota category. This quota would be for inports
in excess of current ACP sales. Both ACP and non ACP countries
woul d be permitted access to this category, with the ACP
countries paying no tariff while the non ACP suppliers woul d pay
an as yet unspecified tariff. As in the option where there were
no quotas, setting the appropriate tariff level - one which would
not prevent an increase in non-ACP bananas, but woul d not be so
low as to severely injure the ACP suppliers - is the key to the
this approach. As such this plan, like the first option, seens
also to raise the possibility of negotiations on tariff rate. The

Conmi ssion reported that “the US didn't reject this possibility
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but under condition of a low tariff...and an adequate vol une of
tons” (European Uni on 1999, 5-6, 10). Because quotas in this
scherme woul d be retained, it would require a |icensing system
Here the Comm ssion was straight-forward in recomendi ng that the
ol d system of assigning |licenses be scrapped and in its place a
system for auctioning theminstituted (European Union 1999, 7-8).
In this way the privileged position of |ong-standing firnms woul d

be el i m nat ed.

It was this second approach which seened to be the one
referred to in a CANA report dated May 29, 1999 which indicated
that the Prime Mnisters of Barbados and G enada had “energed
frommeetings wwth senior U S officials ...confident about
prospects for a special tariff-based quota systemas a possible
conmprom se to settle the banana dispute”(Cari bbean News Agency

1999, 1).

Thus at least at this point in time it appears that what
will enmerge fromthe dispute is a new banana marketing regine in
which non traditional suppliers will gain greater access to the
Eur opean banana market than prevailed in the past. It is possible
that this will take the formof a non quota market in which ACP
bananas pay no tariff and non ACP suppliers pay a noderate
tariff. It appears nore |ikely however that negotiators will keep
much of the current quota systemintact, except that by creating
a new quota category nore non ACP bananas will be admitted to the
mar ket. Al nost certainly the old systemof licensing will give

way to an auctioning nethod, providing the United States wth an
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unanbi guous victory. On the other hand precisely how many non ACP
bananas will be accommpdated in the European market, and thereby
how nuch damage will be done to Cari bbean banana interests, wll
be determined by the level of the tariff that is negotiated. The
closer it is to ECU 75 per ton the nore pain that will be
inflicted to the Caribbean and the closer it is to ECU 275 the
nmore the region will be able to escape unscathed. At the nonent,
it appears that the United States, is in a strong bargai ning
position. As the Conmission has put it, if the EU inplenented a
resolution to which the United States objected, the possibility
of yet another panel “would certainly lead to serious problens in
ternms of conpatibility and public perception”(European Uni on
1999, 6). As a consequence the likelihood is that the new tariff

will be closer to ECU 75 than the higher figure.
Vi

Anxi ety concerning the future of bananas in the West Indies

is very high. According to an article in The New York Ti nes by

M reya Navarro, regional officials believe that the elimnm nation
of the banana regine “woul d deal an econom c catastrophe to
countries that have little capacity to grow anything else....”
Navarro adds that “sone governnent and business | eaders say the
United States risks undermning its anti-drug efforts in the
region if banana growers turn to drugs - not just marijuana, but
al so trafficking in Col onbian heroin and cocai ne as
alternatives”(Navarro 1999, 1) A delegation of “em nent persons”

fromthe United States visiting the English-speaking Caribbean



41

reflected this anxiety. In their report they indicated that in
t heir discussions anong the people of the Wndward Isl ands they
found no di sagreenent “on one issue - the vital inportance of the
Eur opean banana reginme to the survival of their
societies....”(Gassama n.d., 1)

The threat facing the Wndward | sl ands banana i ndustry from
the anticipated changes in the market for the crop is real. The

situation is sunmari zed by the ILO

“CGovernnments, producer associations, unions and enpl oyers alike,
as well as international devel opnent organi zati ons have al ready
voi ced serious concerns about the |ikely inpact of the increased
competition and | oss of preferences, which is reflected in the
ruling of the Wrld Trade Organi zati on (WO agai nst the banana
regime of the European Union (EU). It is assumed that these

changes will result in growing difficulties for the Caribbean
banana i ndustry. Fears exist that the dem se of this crucial
export sector will inpact negatively, not only on the nmany

i ndi vi dual banana producers and their famlies, but equally
affect other vital econom c sectors and provoke a genera
downturn of economi c Prospects for the region at large.”
(I'nternational Labor Organization 1999, 1).

But while this threat is immnent, there is a yet another
change which also threatens to put the region at risk. The Lomé
Accord wai ver expires in the year 2000, and with its end the EU s
obligation to provide ACP countries with preferential access to
its market will also cease. Witing for Oxfamwi th regard to this
turning point, Caire Godfrey wites, “The European comm ssion is
not proposing to EU governnments that it should claima further
WO wai ver for EU ACP trade arrangements past 2005” (Godfrey 1998,
4). Instead what the EUis calling for is that ACP trade in the

future be based on regional free trade agreenents or as part of
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the Generalized System of Preferences®. There of course is great
uncertainty about what this would | ook |ike. What does seem all
but certain is that the |level of support the industry wll
receive in the future will be considerably |ess than what has
prevailed in the past or even in the soon to be di scarded

Eur opean banana system There seens no reasonabl e grounds to
doubt therefore that increasingly the Wndward |slands are goi ng
to have to survive with reduced preferential access to markets

for their bananas.

No one doubts that if the banana industry crashes, a
social crisis will ensue. Oxfamis not wong to worry that “the
| oss of the banana trade with the EU would | ead to nmass poverty,
and high levels of unenploynment and instability in the
region” (Godfrey 1998, 7). But while there is urgency to avoid
such a catastrophe, it is inportant not to romanticize the past
in seeking a strategy to avoid a calamty in the future. As we
have seen, throughout the period during which the European banana
mar keting regine was in place, and Cari bbean bananas and firns
were provided with privil eged access to the nmarket, banana
production fell. The region’s industry suffered in the British
mar ket when increased supplies of Latin American “dol |l ar bananas”
becane avail able after 1993. Falling prices nmeant declining

output in the Caribbean because Wndward |sland bananas cost too

°> The CGeneralized System of Preferences offers devel oping countries
lower tariffs in the European Union than woul d otherwi se be the case.
however the system of preferences for agricultural goods is |ess
extensive than for industrial goods since its purpose is to foster
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much to produce and are of uneven quality. As the EU noves to
reformthe marketing system in the Caribbean these fundanenta
probl ens of |ow productivity and i nadequate quality contro
persist, remaining to be solved. The fact is that the threat to

t he W ndwards banana industry is as nmuch caused by the region's
failure to nodernize production as it is the result of efforts to
destroy “the main activity of small, vul nerabl e econom es
ostensibly to uphold rigid doctrines of free trade,” as the CBEA
woul d have it (Cari bbean Banana Exporters Association 1999A, 2).
The region’s problemis precisely that the industry is in decline
even though trade in bananas is not now and even in the future

wi Il not be free.

Low | evel s of productivity and fruit quality were tolerated
in the past because neither resulted in nuch of a penalty for the
farmers or the shippers. If high costs and inferior fruit had
sufficiently threatened i ncone and profits, both the banana
producers and Geest would have had a strong incentive to inprove
productivity and fruit quality. But in fact the pressure to
nmoder ni ze was not strong. The industry’'s two salient features -
the protection bananas received in the British market and the
nmonoposony enjoyed by CGeest - mitigated the costs of inaction in
correcting these weaknesses. Protection and a guaranteed market
danmped the need for the growers to nodernize. At the sane tine

t he single buyer status enjoyed by Geest gave that firm power

i ndustrialization rather than encourage exports of primary products.
See The European Uni on 1999A
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over the prices it paid for bananas enabling it to earn “rents”
thereby reducing its incentive to be innovative. In this regard
Renwi ck Rose, the Coordi nator of the Wndward |slands Farners’
Association (WNFA) regrets that rather than undertaking

i nnovative marketing strategies “historically banana of ficial dom
in the islands has pinned its fortunes on the traditional

mar keting strategies of the marketers (Rose 1999, 1).

James Wl ey captures, perhaps inadvertently, the
contradi ctory nature of the situation in his discussion of the
protection the Lonmé Agreenent generally provided to ACP nations.
Wley wites that “though Lomé is neocolonial in nature,
mai nt ai ni ng dependency rel ati onshi ps between EU nenbers and their
former colonies, the convention is crucial to many ACP st ates,
particularly smaller ones”(WIley 1998, 159). In this, Wley's
position is simlar to many who support the aspirations of the
Cari bbean people for a better way of |ife and who subscribe to
the view that such protection is necessary to do so. The
protection that the devel oped world provides in product markets,
it is argued, prevents the worst from happening. Its own negative
i npact tends not to be discussed. The Guyanese commentator |an
McDonal d of fers a good exanple of the hostility which can be
aroused when such support is threatened. Witing about the banana
conflict, McDonald wites “please renenber what the banana
di spute is about. If the US succeeds then scores of thousands of
workers and their famlies in sone little islands of the West

Indies will be consigned to increased m sery and great hardship
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by the stroke of a new inperial presence on the world

scene” (McDonal d 1999, 7).

This view al nost certainly enbodies an unjustified
pessi m sm concerning the capability of the people of societies
like those in the Caribbean. Wile it is easy enough to benpan
the I oss of market protection, the fact remains that non
discrimnation in nmarkets creates opportunities to which there is
every reason to think the people of the West Indies are capabl e
of availing thenselves. Optimismin this regard appears all the
nore justified to the extent that such non discrimnation in
mar ket access is adhered to by all countries, large and rich, as
well as small and relatively poor. Instead of the WO rul es- based
trade regi me representing an obstacle to the econom c aspirations
of the people of the Wndward Islands, it mght be possible to
use those rules to gain opportunities which would not be present
ot herwi se. The chance to nodernize economcally nore likely wll
be present in a gl obal econony in which all participants are
obligated to adhere to explicit rules than woul d be the case
where the powerful are unconstrained in their ability to pursue

what they perceive to be their self-interest.

In policy debates on issues |ike these, The Econom st

represents the voice of neo-liberalismand so it is not
surprising to read in its pages that the protection provided by

t he banana regi ne has inpeded the region’s efforts to raise
agricultural productivity. According to that journal, the inpact

of the EU s marketing systemwas to “discourage the Caribbean
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countries fromeither nodernizing their farnms or diversifying
away fromthem Because the industry has been so rigorously
protected, it has failed to become conpetitive. It has not needed

to try” (The Econonmi st 1997-98, 4). But if the views of The

Econom st may be suspect because of its ideol ogical conmm tnents,
its position takes on enhanced credibility when articul ated by a
respected West Indian econom st with experience working for the
governnments of the region. The argunent that market protection
served the region poorly is the view taken by Frank Ranpersad
when he wites that “throughout their history, CARI COM states
have been living in an artificial world protected by preferences.
This has been beneficial; but it has al so been an inportant
obstacle to their adopting their economc structures to neet the

changi ng mar ket place”(Ranpersad 1997, 49).

In fact, what seens to have happened is that the reduction
in market protection experienced since 1993 has triggered efforts
at noderni zati on. WBDECO, owned jointly the governnments of the
W ndwards and the BGAs of each island, initiated an industry
restructuring programin 1994. It involves, according to Natura
Resources Institute (NRI) study, “strengthening of the fruit
quality and control systens; elimnating institutional
managenent and financial deficiencies; and getting growers to
adopt nore rigorous cultivation and post harvest discipline as
part of a certified farner progranf(O-chard et al 1997, 25-6).

The Econom st adds, the governnent in St. Lucia, in response to

the marketing crisis, “is showing a Blairite enthusiasni for



47

banana i ndustry nodernization. It reports “farners are being
instructed to dig proper drainage ditches, to weed their plots,
to bag up their bunches against scarring and to mark themwth
different-colored ribbons to determne the tine of ripening.” The
extent to which these efforts ultimately will succeed in all ow ng
the region to market its bananas conpetitively on world markets

remai ns, however, uncertain. Even The Economi st is cautious in

this regard reporting only that after sone years, “St. Lucia may
get close to Latin Anerica in productivity and quality" (The
Econom st 1997-98, 4). Indeed, spokespersons for the shipping and
mar keti ng segnment of the industry are very skeptical that these
efforts will ever be sufficiently successful to allow the

i ndustry to survive wi thout protection (Caribbean Banana
Exporters Association 1999B, 1). Nevertheless, the NRI reports
that already substantial savings have been achieved in

adm ni strative, production, handling and shipping costs (Orchard

1997, 26).

In addition to becoming nore cost conpetitive, quite a bit
of thinking and tal king is underway concerning the possibility of
finding a niche for the industry by marketing its bananas as
“ethical” or “fair trade” bananas. Renw ck Rose, Coordi nator of
the Wndward Islands Farners’ Association (WNFA) wites that
since the establishment of the SEM organi zations |ike his “have
advocated alternative strategi es based on pronotion of Caribbean
bananas as special products, nore environnmentally-friendly

producti on met hods, devel oping Fair Trade arrangenments and strong
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links with European consuners”(Rose 1999). Perhaps followi ng this
| ead, Clare Short, Geat Britain's Mnster for Internationa

Devel opnment, in the Fall of 1997 called upon British consunmers to
buy “ethical” bananas fromthe Cari bbean and in Cctober the

M nister of State for International Devel opnent, Guy Foul kes

i ssued a statenent which did the sane. Foul kes was quoted as

sayi ng that “we need to enphasi ze that Commonweal th Cari bbean
bananas are produced on small hol dings by small farmers in good
conditions, while the Central American bananas are grown on | arge
pl antati ons where the workers are badly paid and endure poor

wor ki ng conditions”(The Weekly Journal 1997). Though no fair

trade bananas are marketed in Geat Britain, they are avail abl e,
inrelatively small market segnments, in The Net herl ands,
Switzerland and Germany. In these markets the adm nistration and
licensing of the fair trade |abel is handled by three non-
government al organi zati ons (NG3s). One of these, the Fairtrade
Foundati on, has expressed an interest in and optim sm about its
ability to develop a market for fair trade bananas fromthe

Wndward Islands in Geat Britain (O chard 1997, 28).

Serious problens will have to be sol ved, however, before
“fair trade” bananas can be marketed successfully fromthe
W ndwar ds. Mst fundanentally is the question of whether the
bananas fromthis region qualify for the designation. The NGOs
use six criteria in designating fair trade producers entitled to
use that label. Permssion is granted only if growers pass an

annual inspection concerning worker representation, enploynent
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conditions and child | abor, welfare, purchase conditions, health
and safety and the environment. The problemis these indicators
of fair trade were primarily devel oped to nonitor conditions on

| arge producing units. They are not easily applicable to the
smal | farm context of the Caribbean. According to Ochard et al
“there is much work to be done to develop criteria that are
suited to small hol ders who nmake up the majority of producers in
the Wndward |slands” (Orchard 1997, 37). Related to this problem
is the fact that producers are required to pay for the right to
use the fair trade designation, and though this fee is assessed
on a sliding scale based on volune, its applicability in the

Cari bbean context presents an obvious difficulty. Unless paid
coll ectively through an organi zati on such as WBDECO it is
doubtful that individual growers will be able to afford the right

to use this designation.

Even nore fundanentally, the NRI study of the subject found
that in the industry, “current practices ...fall sone way short
at present fromneeting fair trade criteria.” Wile sone of these
deficiencies are already being addressed in farmer education
prograns, in others such as the avoi dance of herbicide use, soi
conservation and pollution control there is a need for “nore
detail ed technical study to provide viable options suited to the
W ndward I sl ands’ production environnent....” In general the NR
report indicated that attaining fair trade status will take tine.
G ven the structure of the industry and the sl ow pace by which

technical changed is diffused in it - “often neasured in years



50

rather than nonths”- it cautions that the “introduction of any
fair trade production practices requiring farnmer training and
adaptati on of production practices nust be planned within a

realistic tine-frame” (Ochard et al 1997, 33).

The NRI study furthernore reports that there is already
“tension” between the Fairtrade Foundati on and the Banana
G owers’ Associations on the islands. WBDECO i s hal f owned by
the BGAs. Wien therefore it is reported that that the ongoing
W BDECO restructuring effort inplies that “the nore high cost,
inefficient producers (primarily smaller producers) will have to
exit the industry,” the inplication is that this is the position
of the BGAs as well. But the small, poor farmers are the ones
that the Fairtrade Foundation targets as potential fair trade
producers (Orchard 1997, 31, 14). Wat the Foundati on wants to
see happen is that “farmers who have left the industry wll
return as the fair trade market grows.” Clearly the BGA and
Foundati on agendas are not identical. According to the report the
foundation’s “approach is not easy for the BGAs to accept [whil e]
the Foundation’s challenge is to set up a systemthat benefits
poor farners while being acceptable to the BGAs” (Orchard 1997,

14).

The suggestion is sonetines nade as well that Fyffes, the
partner with WBDECO in the marketing of the Wndwards crop, is
dragging its feet on the fairtrade initiative. This foot draggi ng
is attributed to the fact that Fyffes would not be the firm

designated to bring fairtrade bananas to the market. Fyffes m ght
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i ndeed be hol ding up the devel opment of fair trade bananas, but
if soit nore likely is due to organizational inertia than
profit-maximzing rationality. For if such a new market segnent
does develop a firmlike Fyffes stands to benefit. If for
exanple, a licensing systemwere to continue in the new nmarketing
schene, the fairtrade distributors would have to buy such
licenses fromlicense-holders. In this way Fyffes, like its
counter-part Ceest before it, finds itself very strongly
positioned. It stands to profit if a strong fairtrade niche

devel ops and the price of inport licenses is bid up

In light of all of this there is no surprise to read in the
report’s “sunmmary” that noving to fair trade marketing will not
occur either quickly or easily. The authors wite “it is
suggested that current fair trade and organic nmarkets are very
unlikely to present a conplete panacea to the probl ens of
competitiveness of the Caribbean banana i ndustry” (O chard et al
38). Indeed though not made explicit, the report suggests that a
great deal of talk and di scussion between the representatives of
t he banana industry and the foundation controlling the fair trade
licenses will be required before any action at all can occur on
this front. That such tal k and di scussion at |east has a chance
to be successful is suggested by the fact that a neeting the NR
convened in June 1999 of those interested in fair trade bananas,

was “quite upbeat”(Smth 1999).

In the near termthe British narket in all |ikelihood wll

remain open to Wndward | sl and bananas, albeit on terns | ess
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favorabl e than those that prevailed in the i mediate past. The
task therefore which confronts the industry is to use the period
of continuing protected access to transformitself. Its future
will be determined by the extent to which it achieves
efficiencies in production and secures for itself a profitable
mar ket ni che. To achi eve either objective however, the Wndward
Islands will have to do sonet hing which none of the nations of
the West Indies has achieved to date. They will have to
reorgani ze their agricultural sectors in the nanme of productivity
and profitability. Peasant holdings will have to becone bi gger
famly farnms; financing for investnent will have to be readily
avail able; inproved infrastructure, such as water control
facilities and feeder roads will have to be constructed; and
farmers will have to be schooled in the |atest advances in

farm ng techniques. In this regard “ethical” bananas are no
different than the traditional ones. They will yield a
satisfactory inconme to the Wndwards only if they are efficiently
produced and of sufficiently high quality that they can be

mar ket ed successful ly.
VI

Ever since Europeans cane to the Caribbean the regi on has
been integrated into the gl obal econony. But slavery, and
subsequently colonialism created a constrained and di storted
integration. Both neant that the people of the region were
limted in the pursuit of their own interests. The pattern of

regi onal devel opnent that resulted therefore was biased away from
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the path which | ocal decision-making and sel f-interest would have
resulted in. The econony which enmerged was an i nmposition

Cari bbean people were not free to choose the products they woul d
put up for sale on global markets. The structure of output
reflected what the colonial power permtted. The region’s
excessively long specialization in the cultivation of sugar cane

was the result.

A simlar pattern has been repeated w th bananas. For nal
colonialismended in the 1960s and 1970s. But economic thrall dom
prevailed, this tinme in the seem ngly benign environnent created
by protectionism Wth it, and notwi thstanding its probabl e
benevol ent intensions, the pattern of production which energed
still was dependent on what policy-makers in the netropolitan
countries deened appropriate for a region like the Wst Indies to
produce. Wndward I|sland bananas were throughout this period a

response to British and European policy.

Al'l of that is now changi ng. The new gl obal i zati on of the
late 20'" century is both technological in nature and policy-
driven. Both place nations increasingly in parity with each
ot her. Technol ogi cally, advances in information processing, |ong-
di stance comuni cation and control, and transportation have
drastically w dened | ocational possibilities for private, profit-
seeki ng, businesses. At |least partially in response to this
wi deni ng of geographical options, policy Iimtations on trade and
i nvestnment are under attack. Each encourages the other. The

geogr aphi c spread of econom c activity which nodern technol ogy
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permts encourages market openings and the latter encourages the
di ffusion of economc activity. This is the environnment which
created the banana crisis in the Eastern Cari bbean. The

i ntegration of the European market required nmarket |iberalization
on the continent. Were there used to be a patch work of policies
associ ated with national borders, the decline in inportance of

t hose borders demanded that conmon mar ket access policies be
instituted. To appeal to the conmon interests of the

participating nations, freeing trade was the policy of choice.

The ol d regi me of guaranteei ng bananas a market though the
region was a high cost producer of relatively low quality fruit
contributed to the fact that the banana i ndustry experienced only
m ni mal noderni zation. The British firmchosen to transport
W ndward | sl and bananas to the market had been provided with a
si necure. Because this was the case the growers thensel ves were
under very little pressure to rationalize production in |arger
units and thereby position thenselves to increase productivity. A
relatively lowincome industry was thereby permitted to survive

(Borrell 1994, 22-23).

The shift to market liberalismis therefore traumatic in
the West Indies. The trauma is nmuch worse for the banana
cultivators thensel ves than for the nultinational shipper. Ceest
sold its operations at once. In the new arrangenent, Fyffes
shares industry risks with the | ocal governnents. But the growers
are faced with the necessity drastically to change how t hey do

their business. Unless they becone much nore technol ogically
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sophi sticated and productive, reduced prices wll bankrupt them
Unl ess the quality of their fruit inproves, discrimnating

consuners will shun them Unless they find a way to distinguish

their product fromothers, they will be ignored as buyers search
out the least-cost fruit. The | egacy of the past will nean that
many farners will be unable to nake this transition. The poorest
and least skilled will be hurt the nost. These are the people the

met ropolitan countries should support, |eaving the financing of
productivity advances to the firnms and banks which stand to

benefit from such achi evenents.

It remai ns an open question whet her W ndwards bananas w ||
be able to retain a position in a liberalized gl obal market.
Aside fromthe necessity of reducing costs and the possibility of
creating a fair trade niche, establishing new market outlets is a
possible life-line for industry survival. There has been tal k of
selling Caribbean bananas to the People’s Republic of China, with
St. Lucia s Foreign Mnister saying “if we could do China at the
right price, we mght be able to relieve the traditional markets

of the trouble of dealing wth us” (The Econom st 1997-98, 5).

But these possibilities do not alter the fact that it is certain
that locally the banana industry is going to enter a period of
maj or change in which the nunber of banana cultivators wll
decline substantially. At best, small and inefficient farnmers are
going to lose their holdings, either in bankruptcy or by sale to

others who are eager to expand the scale of their operations. At
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worst, the entire industry will go under, and wi despread hardship

will be the result.

The United States, the |eading advocate of narket
i beralization, has argued that a reduction in tariff protection
shoul d be acconpani ed by a program of econom c assi stance. There
is avery strong logic to this position. At a tinme of structural
transition such as this one the innocent victins of the process -
in this case the banana growers forced to sell out - should be
assisted in their transition to new economc activities. The
problemis however that the Anericans are eager for the Europeans
to provide this assistance, denying their own responsibility, and
t he Europeans have, as we have see, evidenced a great reluctance
to take on this responsibility. The Cari bbean has a strong noral
claim Both the Europeans and the United States can afford to be
and shoul d be generous to aid this transition. Unfortunately, it

is difficult to be optimstic that they will do so.

In order to cope, Dominica, Genada, St. Lucia and St.
Vi ncent and the Grenadines will have to enbrace globalization. In
the necessity of finding work for former banana farners, it wll
be inperative that they attract capital from abroad and that they
have access to markets as extensively as possible. The exanple of
China may be far-fetched, but the point is well-taken. For snal
societies, neither |ocal capital sources nor donestic markets are
| arge enough to sustain econom c noderni zation. Access to
overseas funding and the need for exports nust drive economc

policy-making. If the region is sufficiently integrated into the
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new gl obal econony, there is the hope that both m ght be

avail able internationally.

Col oni al i sm and the neo-col onialismof protection have not
served the region well. These small countries are ill-prepared to
deal effectively with the dynam sm whi ch gl obalization and mar ket
i beralization produces. But now that they have arrived at a
poi nt where continuity with the past is no |onger possible, their
future well-being will hinge on adopting autononous policies
which permt themto take advantage of what the gl obal econony

has to offer.
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