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Justin Chadwick (28 March 2008)



                              Citrus Growers Association (CGA)

QUOTE OF THE DAY: "You’ve got to be honest. If you can fake that, you’ve got it made.” George Burns

FAIR TRADE

I really could not believe a letter that a grower received this last week – it was from an organization in the Netherlands that wanted him to fill in a questionnaire. Based on the response his export brand would either be classified as “fair”, “in between” or “unfair”; if he failed to respond then he would be labeled “unfair”. Talk about blackmail!  So I went and had a look at their website – it has about 100 products listed as “fair”, about 80 as “in between” and then about 600 as “unfair”. And the explanation as to why these products are listed as “unfair” is (in most cases) because the brand owner failed to complete the questionnaire. I would imagine that there is something illegal in putting on a public website that a product is “unfair” just because the owners chose not to complete a questionnaire. I hope that consumers treat the list with the disregard it deserves, and would suggest that Department Trade and Industry should look into this type of practice (some leading South African wine brands are on the “unfair” list).

Here’s a thought – why don’t these NGO’s put their time and effort into something that is of value. Why not set up criterion, certification, auditing etc. for buyers (wholesalers, retailers etc) to make sure that they are paying suppliers enough for their produce so that they can balance the needs of society, the environment and economics. Ever heard of cause and effect? Maybe the reason that some growers around the world take short cuts when producing their goods is because the returns they get do not allow them to effect the necessary actions that ensure environmental sustainability, or maybe the returns are so low that workers cannot be supplied with some necessities. By ensuring that suppliers are paid a reasonable amount for their produce, NGO’s can then expect that growers meet the needs of their business, the environment and society. At the moment it seems that this is expected of growers irrespective of the amount that the all powerful supermarkets are prepared to pay.

EXCHANGE RATE

As the rand goes into free fall, many exporters are rubbing their hands in glee as to the prospect of those pounds, euros and dollars converting into ever more rands. However the rands weakness is a double edged sword as many inputs are imported, and many services are quoted in dollars. On the farm, fertilizers, pesticides, spare parts and diesel will all cost more, packaging costs will increase, and probably most significantly road and sea transport costs will experience huge price hikes. And then there’s the threat of big electricity escalations (Eskom asking for 64%!!!) and the knock on effect on inflation, therefore increasing wage demands. And so production, packing, storage, distribution and transport costs are going to be MUCH higher in 2008 and beyond. Will this be offset by the extra rands earned due to weaker exchange rates – I actually think not. 

During the past northern hemisphere season citrus prices achieved were in general higher than the previous year (with lemon prices in week ten being three times higher than 2007 in the Dutch markets). Hopefully these better prices will carry through to our season, and offset some of the envisaged cost increases. Whatever happens, growers should not settle for lower market prices based on the exchange rate changes.

Having said the above, I hasten to add that exporters should not look to cash in at the expense of building relationships and possibly creating consumer resistance due to high prices. Consumers have choices, and if citrus prices fly too high they may exercise that choice by moving to alternative products – to get them back to consuming citrus may be fairly difficult. So determine what the market can bear, and set prices accordingly. Make up something for the losses incurred in 2000 and 2005; but not at the expense of 2009 and beyond.

LEVY COLLECTION

As administrators of the statutory levy on citrus fruit CGA has over the years looked at the best possible system of collecting the levy. What has become evident is that collecting the levy based on mates receipt information provided by PPECB has many flaws. The customer as reflected on the mates receipt is in many cases a shipping agent, forwarding agent or logistics company who either cannot or will not assist in giving CGA the information necessary to levy the correct party. In other cases, citrus consignments are traded between export agents from inspection to final shipping – making tracing back of the levy to the initial export agent or grower fairly difficult.

For these reasons CGA will be invoicing in 2008 based on inspection information from PPECB. This will mean that the customer identified by PPECB will either be the grower or his first receiver.

SA FRUIT JOURNAL

All stakeholders in the citrus industry are invited to submit articles of interest, notification of forthcoming events or photo’s from citrus industry related activities to the editor of the S A Fruit Journal. The Journal is a joint venture between the CGA, DFPT and FPEF – we would value any input that may be of interest to the fruit industries. Please send any submissions to Christa van Rooyen at christa@safj.co.za .


If you need more information on any of these issues, or if there is anything else that CGA can assist with, please contact us at 031 7652514, or justchad@iafrica.com[image: image2.png]A
















