Eyrop@‘tat

* % K

Towards a sustainable growth in the
South African potato sector 1
a European case study

Romain COOLS

Secretary General
Europatat

Potatoes South Africa Congress
Bloemfontein 1
16 September 2009



furopatat

Towards a sustainable growth in the South African
potato sector i a European case study

Contents :

1. Overview of the European potato sector

2. Trends influencing the marketing of
European table potatoes

3. Implementing new trends In product,
packaging and marketing

4. Conclusion



f£uropatat

The European Potato Sector
—

B Member States
Candidate Countries

Europe :

, . The European Union (27)

EU candidate countries
(Turkey, Croatia, FYROM +
Iceland)

~_ EETA (Iceland, Norway,
" Liechtenstein &

| " Switzerland)
~ Former Yugoslavia &
o wk )y [ former CIS
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The European Potato Sector
—

Potato sector in Europe v. the world :

A

1. @China

2. mmRussian Fed.
3. =India

4, ™= Jkraine

5. E=USA

6. ™BGermany

7. mmP oland

8. MBelarus

9. =Netherlands
10. | BFrance

Source: FAOSTAT

Top potato producers, 2006-2007

Quantity (t), 2007

72000 000
35 718 000
26 280 000
19 102 300
17 653 920
11 604 500
11221 100
8 497 000

7200 000

6271 000

1. MBelarus
=P 2 =Netherlands
3. ™ Ukraine
=P 4. EmDenmark
5. ==Latvia
=P 6. amPoland
=P 7. FIBelgium
8. mmLithuania
9. mmRussian Fed.
10. BIKyrgyzstan

Kg per capita, 2006
835.6
415.1
414.8
291.1
286.0
271.5
267.4
261.2
259.0
219.4
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The European Potato Sector
—

Potato sector in Europe :

Potato production, by region, 2007

Harvested area Quantity Yield
hectares tonnes tonnes/hectare
Africa 1 503 145 16308 530 10.84
: Asia/Oceania 8 743 857 137 182 946 15.68
"’ Europe 7 439 553 128 608 372 17.28
Latin America 962 434 15985 825 16.61
North America 615032 22 626 288 36.78
WORLD 19 264 021 320711 961 16.64

Source; FAOSTA
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The European Potato Sector
-

: Country Surface (ha)| Yield (ton/ha)
j ) [Russia 3.000.000 11,90
| Ukraine 1.452.400 13,10
Germany 276.300 41,90
Poland 569.600 19,70
: Belarus 495.600 17,10
§ =mmmp> [Notherlands 161.000 44,70
| France 145.000 43,20
United Kingdom 139.000 41,00
Romania 282.812 12,30
Belgium 68.106 42,20
Spain 89.000 28,10
Italy 71.968 25,50
Denmark 42.000 35,70
Lithuania 80.000 12,50
Ireland 12.300 37,60

source : FAO
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The European Potato Sector
-

Potato sector in Europe : not uniform !

No common European policy
Farm structure

Seed usage

Plant health
Commercialisation (fresh, processing,
animal feed, other applications)
Consumption

Exports

oo Too Too To T I
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The European Potato Sector

Potato sector in Europe .

A

A
A
A

EU 5 (Belgium, France, Germany,
Netherlands & United Kingdom)
Mediterranean area

New member states (Central Europe minus
Poland)
Poland
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The European Potato Sector :
main production areas

T —
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Mote: EUE includes Germany, JE, Belgium, France and the Metherlands; the Mediterransan area includes ltaly, Greecs, Porugal. Span, Cyprus and Malta
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The European Potato Sector :
potato area

Graph 1.7: Evolution of potato area in EU 27 (1890-2008)
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The European Potato Sector :
main producing countries

- Graph 1.5: Ware and seed potato production in the main producing Member States of the EU
(1000 tons){1997-2006)
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The European Potato Sector :
farm scale

Graph 2.11: Distribution of area under potatoes in EU 27 by share of potatoes in total
agricultural area of the holdings producing potatoes (2005)
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The European Potato Sector :
consumption

Graph 3.4: Levels of human consumption per capita of potatoes in the Member States of EU (2000-2004
average)
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The European Potato Sector :
animal feed

Graph 3.10: Importance of animal feed as destination of domestic uses of potatoes
in selected EU countries (2001/03)
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The European Potato Sector :
export

- Graph 4.2: Main components of EU 27 exports of potato products
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The European Potato Sector :
seed trade

- Figure 4-2: EU trade of seed potatoes: shares of the main suppliers (1990-2004)
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The European Potato Sector :
seed exports : destinations

Graph 4.4: Monthly EU 27 shipments of seed potatoes by destination
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The European Potato Sector :
ware potatoes trade (extra EU27)

Graph 4.5: Extra EU 27 trade in old potatoes
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The European Potato Sector :
potato products : export evolution

Figure 4-14: Index of exports in frozen potatoes (1990=100; original data in metric tons)
[1990-2003]
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BEU 27 imports
E1EU 27 exports
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Graph 4.7: EU 27 trade in frozen potatoes, uncooked and prepared or preserved
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The European Potato Sector :
potato products : export evolution

‘ Figure 4-15: Main destinations of EU-15 exports of processed potato products (%o:
original data in €) [2002/03]
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The European Potato Sector :
export potato products

- Graph 4.9: Intra EU 27 trade in cooked frozen potatoes (CN 20041010) - main expediting MS
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The European Potato Sector :
prices (free market)

Graph 5.5: Average monthly prices of potatoes in France, Belgium and Germany
(€/100 kg) [2000-2008]

€100 kg

—+— Bintje Nord de la Seine, not washed, 345g, under water, 35mm, in bulk, usable for fries (SNM)

—=— Bintje (Belgapom)
—o— Soft-cooking varieties (classes 2 and 3) (ZMP)

w5 5lad-type varieties (class 1) (ZMP)
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The European Potato Sector :
prices (free market)

Figure 5-3: Comparison between annual average producer prices of potatoes in Spain,
Portugal, Italy and EU-5 (ECU-€/100 kg in nominal terms) [1971-2005]
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The European Potato Sector :
main conclusions

Potato prices : some remarks

A Free market :

A Reducing due t
coveringodo of t
long term sales contracts)

A Large differences in definition of the product

A Eurex : futures in Frankfurt / cash settlement price

A Contract market :
A Increasing due to risk covering, variety linked
contracts (chain approach), professionalism.

chailn

0O a
rade/ packe
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The European Potato Sector :
main conclusions

Seed potato sector :

A Producing /exporting countries : Netherlands,
Scotland, France, Ireland, Germany, Denmark,
Belgium.

Increasing prices (higher production costs, # growers
going down, risk harmful organisms).

Impact of EU policy on preventing harmful
organisms.

Farm saved seed.

Focus on creating new varieties (rotation goes faster
I diseases, consumption) (= also cost factor).

Focus on coIIectlng royalties (30 year).
Onlimpoddsé al |l owed from Swit
Canada (PEI) in some MS (= closed market).

oo IoIo Io  I»
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The European Potato Sector :
main conclusions

Ware potato sector :

A Producing countries : Germany, UK, France,
Netherlands, Belgium. (Poland)

A Clear distinction between potatoes for the fresh
market & processing market (quality, varieties,
yi el ds e)

A Early potato (imports) market shrinking because of
quality demands (fixed skin) & investments in storage
(cool + free of chemicals (e.g. ethylene))

A Quality standards farming (Globalgap, IKKB
(Belgium), Q&S (Germany) and trade/processing
( BRC, | FS, €é) have Dbecome

A Organic potato (products) . niche product (except in
some MS e.g. Austria, ..) I problem : phythophthora
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The European Potato Sector :
main conclusions

Potato products sector :

A Processing centralised in the largest potato production MS
(Netherlands, Germany, UK, Belgium, France) (high yields, cost
price reduction) (Poland).

A Increasing consumption (e.g. UK >50 % of total potato

consumption) + increasing exports (worldwide) T convenience.

Fast growth of the cooled (not frozen) products (higher prices /

Impact of crisis)

Staple food + snacks.

Opportunities : world market, new products, convenience,

Arevival of the potatoo.

A Threads : process contaminants, health & diet, carbon foot print,
crisis.

T> T
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Potato consumption
-

A High diversity from one member state to
another (even from one region to

another)

A Cooking type / variety
A Traditions

A Packaging

A Distribution

A Demographic evolution
A Fresh/ processed

E

urope is composed out of tens of (local)
potato markets !



Potato consumption
-

A Influences :

Too oo Too T T T Po Do

Weather (summer e winter)

Convenience (time = money)

Price (competitors cereals, rice (2007))
Social developments

Multicultural society

Image (old fashioned)

Local products (buy local) e .
Communication (promotion i generic/brand)

furopatat
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Potato consumption
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Trends influencing the marketing of
European table potatoes

Trends :

1. Product : quality, packaging, labelling,
varieties

2. Social : budget, cooking, eating out,(internet)
communities, &

3. Political : environment, fair trade, food safety,
sustainabil ity &

How to distinguish long & short term
trends?
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Trends : Product

1. Quality : visible (washed e brushed), sizes, taste,
cooking type, colour (skin/flesh), specialities

2. Packaging : smaller packages (family sizes, lack of
storage facilities), protection (shelf life), information
(website (common/ company), point of sale, presentation

3. Labelling : variety, cooking type, recipes, brand,
(common) quality / origin label

4. Varieties : brand (e.g. rooster UK), tool for exclusive
relationship prepacker / retailer, how about new
(environmental) trends T e . gifpieperd6 st or y |
Netherlands) T integrated approach
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Trends : quality
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Trends :
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Trends : Packaging
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Thuisverbruik verse aardappelen

Thuisverbruik van verse aardappelen in Belgié
(in kg per capita)
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Thuisverbruik verse aardappelen

Thuisverbruik van verse aardappelen in Belgié
(in euro per capita)
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Potato Prices in the United Kindom

in 52 weeks prior toindicated date
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Aandeel maaltijdbegeleiders

Aandeel maaltijdbegeleiders in Belgié (in % van het volume)
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Aandeel distributiekanalen

Aandeel distributiekanalen verse aardappelen in Belgié
(in % van het volume)
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Figure 1.1 Percentage market share of top three retailers by country (Source:
A. C. Nielsen (2003) The Shrinkine World)
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BELGIUM
Trends : Product presentation

Ribbon development in urban / rural areas
E sales at the farm
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BELGIUM
Trends : Product

Potato vending machine



