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Processed fruit: Australian processor announces shutdown of tomato paste factory, New Zealand cannery slams policy to introduce fresh produce tax exemption, Both sides agree deal in dispute between growers and processors, Belarusian processors gear up for export to US and EU

Processed vegetables:  Canned products withdrawn, Seneca announces loss in first quarter, Hungary able to maintain sweet corn exports despite low harvest, Bonduelle's annual turnover up despite decline in fourth quarter

	Processed fruit


Australian processor announces shutdown of tomato paste factory

Volume: 39  Issue: 32

AUSTRALIAN food processing firm SPC Ardmona (SPCA) has announced it will close one of its three factories in the Goulburn Valley, Victoria. The Mooroopna manufacturing plant, which mainly produces canned tomatoes and tomato paste, will be closed with production of packaged fruit and vegetables consolidated at its Shepparton and Kyabram factories. 

Terry Davis, group managing director of Coca-Cola Amatil, SPC's parent company, said the decision to close the plant had been taken in order to "right-size" the SPC Ardmona business, which he explained had been under pressure from the continuing strength of the Australian currency and increasing competition from canned fruit and vegetable imports.

Davis said in a statement: "We remain firmly committed to maintaining our manufacturing base in Australia and by proactively restructuring the SPC Ardmona business we believe we can lower its cost base to help regain its competitive position in the market place. The strengthening of the Australian dollar over the past three years has regrettably led to a significant increase in the volume of cheap packaged fruit and vegetable products being imported into Australia.

"It has also led to a material increase in the share of the private label category which is being supplied primarily by imported products. The stronger dollar has also negatively impacted the competitiveness of SPC Ardmona's export business with exports halving over the past four years."

The news comes as a second blow to the Goulburn Valley region after Heinz announced in June that it will be closing its factory in Girgarre at the start of next year (FOODNEWS 3 June).

Vince Pinneri, SPCA's managing director, told Australia's ABC News that the economic outlook for the company has changed significantly since it restructured in 2008 and this has largely been due to the strength of the Australian dollar.

"In 2005, 20% of our volume went overseas. In 2010 it had dropped to 10% and right now it's 5%," he said. "A big component of our fruit intake and our manufacturing was for products that went overseas."

He explained that this has resulted in the company losing around 24% of its volume base since 2008, most of which is for product that was manufactured to go overseas.

"Parallel to that, we haven't really made significant changes to right-size the business as that volume has declined," he continued. "You know, the macro-economic situation has changed from 85 Australian cents to AUS1.05-1.06 (USD1.07-1.08) currently. So that has been the biggest impact."

But industry sources in the country disagree with the official comments and claim that SPC's loss of revenue has largely stemmed from it having no competition in the domestic canned fruit and vegetables market.

"The fact is that when you create a monopoly someone is always going to do something about competing with you," a source told FOODNEWS. "Prior to the merger of Ardmona and SPC ten years ago, we never saw imported deciduous fruit. Now we have South African, Greek, Chilean and Chinese.

"SPCA themselves have had imported product under their own brands in the last two or three years or have had contracts to supply private label to the supermarkets and have supplied some imported products."

He said that for the most part, Australian consumers do not care where a product originates but they do care about value for money.

"In the four years immediately after the merger, prices of canned/preserved (jars & snacks) fruit rose in excess of 45%," the source said. "This coincided with marked increase in private label brands (two and three tiers) seven or eight years ago, so once the initial wave of top quality products (from South Africa) was purchased and prices started dropping consumers were hooked and the writing was on the wall for SPCA."

Snack market

The company says it will continue to invest in the SPCA and Goulburn Valley brands and expects to process 140 000 tonnes of fruit and vegetables in the 2012 season. It also hopes to refocus on the higher margin, higher growth snack market.

"We have a number of new products in the pipeline with a strategy to increase our presence in the growing snack category by leveraging the Goulburn Valley and SPC brands into a broader range of snacking categories and by further expanding our range of brands into the convenience and other channels," Davis said.

Meanwhile, workers from the Heinz tomato factory at Girgarre will start a co-operative with tomato farmers to try and save the plant.

Around 300 people attended a public meeting to develop a plan to take over the factory, which Heinz plans to close in January.

Spokesperson Julia Italia said that the co-operative will now negotiate with Heinz for a fair price and even possible contracts. "They're going to go to New Zealand. What we are hoping is that we can supply them from this factory with tomato product, rather than them importing tomato product back here from New Zealand," she said.

"We can supply them and then they have the right to put Produce of Australia, Made in Australia, on their cans."

New Zealand cannery slams policy to introduce fresh produce tax exemption
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A PROPOSAL by New Zealand's Labour Party, the leading opposition party in the country's parliament, to remove goods and services tax (GST) from fresh fruit and vegetables has been criticised by food processor Heinz Wattie's and other MPs. 

Michael Gibson, Heinz Wattie's chief operating officer, said the policy sent a strong message that only fresh fruit and vegetables were healthy foods. "Canned and frozen fruit and vegetables are recognised as nutritionally comparable to fresh equivalents and provide convenient and affordable forms of such important foods," he said.

Gibson said there were times during the year when canned and frozen products were also cheaper and more convenient than their fresh counterparts, Hawke's Bay Today reports.

The policy would also discriminate against local producers, as imported fresh fruit and vegetables would be exempt from GST, but locally-grown frozen and canned products would have tax added, he added.

"As we have already advised Labour MPs, this exclusive GST exemption would have a significant impact on Heinz Wattie's' business, which is one of the largest producers of frozen and canned vegetables in Australasia," Gibson said.

Politicians have also criticised the policy, saying it would unfairly hurt the Hawke's Bay food processing industry, which is a major employer in the region.

MPs Chris Tremain and Craig Foss said removing GST from fresh fruit and vegetables would "screw the tax scrum against the food processing industry in the province".

"From the smallest packhouse to Heinz Wattie's and McCain, Hawke's Bay workers will be wondering why [leader of the opposition] Phil Goff thinks GST should be used to discourage investment in food processing and the creation of jobs."

But Labour MP Stuart Nash said the policy would help make healthy choices more affordable. "It's dreadful that Tremain and Foss have come out and criticised a policy that will increase the health and wellbeing of many families in Hawke's Bay," he said.

Nash said lowering the cost of fresh food would not affect sales of frozen and canned produce, but increase overall fruit and vegetable consumption. "One of the consequences of this is that people will begin to change their diet and understand that healthy options are the way forward, and that includes frozen vegetables."

He said the policy was based on a study which showed the best way to change eating behaviour was through price incentives. "If people are buying more fresh fruit and vegetables that's got to be good for the country that's the third fattest in the OECD [Organisation for Economic Co-operation and Development]," Nash said.

Both sides agree deal in dispute between growers and processors
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FOLLOWING a week of stand-offs, road blockades and even violent conflicts with the Serbian police, Serbian raspberry producers reached a breakthrough in negotiations with owners of freezer plants in the early hours of 7 August. 

The six-hour long negotiations took place at the Serbian government headquarters and the two sides agreed to set a minimum advance price for this year's crop at RSD100 per kg (USD1.37/kg). This compares with an advance price of RSD70-90/kg last season. Representatives of all 11 freezing companies that participated in the talks agreed to the new advance price. Serbia's trade and agriculture ministry, Dusan Petrovic, confirmed that his ministry brokered the new agreement in these "difficult and complicated negotiations", adding that a deal was reached after all sides compromised.

The increase was a minor concession to the Willamette (Vilamet) raspberry producers association that has been protesting since 2 August against what it termed "unacceptably low prices" for the 2011 raspberry crop.

According to the terms of the deal, freezing processors that signed the agreement will be eligible for favourable loans from Serbia's state-run Development Fund in order to "overcome economic problems and to help them absorb the higher fruit cost". Payments from the fund will be approved in the shortest possible time, he added.

Dusan Bogdanovic, president of the Willamette (Vilamet) raspberry producers' association, said that the agreed price was a compromise solution that would end the protests in the heart of Serbia's raspberry country, in Arilje region. "We are going back to inform our people immediately," he announced following the talks.

Willamette vice-president Dusko Nenadic added that the majority of raspberry producers at the talks accepted the RSD100/kg price, although he was personally against it. "They [the processors] successfully fooled us, as the advance price could have easily been set at RSD110-115/kg," he explained.

Representatives of the raspberry processors, who declined to give public statements, simply informed Serbian state news agency Tanjug that this year's prices are much lower than in 2010 because of lower demand in the international market, especially from the EU.

Raspberry market analysts in Serbia warned that emergency pricing deals will not go far enough to solve structural problems in the country's raspberry producing sector. The key to success, according to Drago Cvijanovic, director of Serbia's Institute for Agricultural Economics, is to improve productivity, profitability and to sort out the conflicting interests between producers, freezer companies and exporters.

Antonio Dominguez, president of the International Raspberry Organisation, told FOODNEWS: "As chairman of the IRO, I am very happy that finally there was an agreement between the farmers and the coldstores. It is a pity that farmers have to demonstrate their power by acting sometimes in an aggressive way. The industry (farmers and coldstores) need each other, so it is better that they work in good coordination.

"This probably means prices for raw material could firm up a little. What we want is more steady markets instead of ones that go up and down, but this is not so easy because we strongly depend on weather conditions."

Stocks and prices

"Carry-over raspberry stocks from last year amounted to 15 000 tonnes. This year's harvest is better than in 2011, but raspberry prices dropped on the international market because of high supply and lower demand. Last year, rolend raspberry was paid between EUR2.05-2.20/kg and the price of griese was around EUR1.45/kg. In July 2010, the price was around EUR1.00/kg," said Cvijanovic.

Although Serbian authorities have set up a system of public warehouses for storing the raspberry crop by producers, this new system is still being barely used. "In the public warehouse system that has a storage capacity of 2 950 tonnes, just 103 tonnes of raspberries have been stored until now," Cvijanovic revealed.

The Statistical Office of Serbia estimated the raspberry crop at 95 565 tonnes from a production area of 15 750 hectares, which amounts to around six tonnes/ha, on 20 June. This early estimate was 13.9% more than the volume of raspberries harvested in 2010.

"If we take into account that hailstorms damaged part of the raspberry crop after this estimate was released, it is realistic to expect that Serbia will have above 80 000 tonnes of the fruit this season," said Vojislav Stankovic, an agriculture markets analyst from Serbia's Chamber of Commerce (PKS), on 7 August.

Belarusian processors gear up for export to US and EU
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COMPANIES affiliated with Belcoopsoyuz (the Belarusian union of co-operatives) exported 1 200 tonnes of frozen blueberries in July this year, more than double last year's total, according to an official government release. 

In full year 2011, Belcoopsoyuz is set to export at least 3 000 tonnes of frozen blueberries. "This year we have developed a new export strategy. We have signed contracts for the supply of blueberries directly with companies from the EU, bypassing the wholesale middlemen from the Baltic states," said Tatiana Zubritskaya, deputy head of the department of foreign trade at Belcoopsoyuz.

Belcoopsoyuz has prepared for this season. Scenarios for expansion into new markets in the EU have been worked out jointly with foreign institutions of Belarus's Foreign Ministry. Companies from the UK, Austria, Finland, Poland and China are showing interest in co-operation with the organisation.

European companies are looking to Belarus not only for frozen blueberries, but also frozen vegetables, especially onions, and garden berries. Belarusian companies have been gearing up for extra orders. One processor, Glussk, has commissioned the second stage of the production line for blast freezing vegetables, mushrooms and berries. Another, Ivanovo, has bought additional equipment for cleaning, cutting and blanching vegetables before freezing.

According to Zubritskaya, of special interest is co-operation with a Chinese company, a producer of raw materials for the pharmaceutical industry. It intends to purchase about 1 000 tonnes of frozen blueberries from Belarus, for use in manufacturing an extract used to produce drugs for the treatment of eye diseases. In 2009, this company bought a consignment of frozen blueberries from Belarus, and after testing and production of a trial batch of the drug, the company remained satisfied with the quality of the blueberries. Its decision on further co-operation is expected after 15 August. In addition, a large US fruit juice producer has expressed an interest in Belarusian AJC. Both sides have already held preliminary talks, discussed co-operation terms and possible supplies.

Processed vegetables
Canned products withdrawn

Volume: 39  Issue: 32

MALTA's Environmental Health Directorate has issued a warning against the consumption of canned vegetables sold under the 'Etna Caponata' brand. The government office said that this product has been withdrawn and is not to be sold on the local market, due to the possible presence of a 'green material.' The affected product is sold in 200g cans, with a use-by date of 31 July 2013. The product originates in Italy. 

Seneca announces loss in first quarter

Volume: 39  Issue: 32

US FOOD processor Seneca Foods recorded a net loss during the first quarter of its financial year despite an increase in sales. For the quarter ended 2 July, the firm reported a net loss of USD8.0 million, after profits of USD5.3 million in the same period last year. 

Sales jumped 17.8% year-on-year to USD259.1 million, an increase of USD42.8 million. The increase in sales was primarily due to a USD19.2 million increase in frozen sales, a USD9.3 million increase in canned vegetable sales, a USD9.6 million increase in canned fruit sales and a USD0.6 million increase in snack sales.

"The strong sales can be attributed to the timing of Easter this year compared with last year, as well as customers' heavy buying ahead of announced price increases," Seneca Foods' chief executive, Kraig Kayser, said in a statement. "While disappointed in the quarterly loss, we now find ourselves in a much more balanced inventory position heading into this year's production season."

Seneca added that its possible merger with US canned vegetable maker Allens, which was announced late last month (FOODNEWS 5 August), remains subject to "the negotiation and execution of a definitive agreement" between the two firms, as well as regulatory and shareholder approvals.

Hungary able to maintain sweet corn exports despite low harvest

Volume: 39  Issue: 32

DESPITE concerns that last year's poor crop may severely hamper sales of Hungarian canned sweet corn, the country exported 38 891 tonnes in the January-April period of this year, down only 0.3% on the equivalent period of 2010.
At the beginning of this year the Association of European Sweet Corn Processors (AETMD) said the sweet corn supply situation in Hungary was "tense" following the lowest sweet corn production in 10 years in 2010 (FOODNEWS 4 February).

Exports to Germany fell for the third year in a row, from 9 847 tonnes in January-April 2008 to 7 813 tonnes in the first four months of this year, but this is still well up on pre-2008 levels.
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Exports to France rose 42.8%, from 5 566 tonnes to 7 954 tonnes. Exports to France have experienced a rapid rise since 2001, when it took just 53 tonnes. For full year 2010, France (19.4%) was just ahead of Germany (19.3%) in terms of share of the total Hungarian canned sweet corn export market.

Poland, which accounted for a 13.4% share in full year 2010, continued to increase its take, this time by 10% to 6 011 tonnes. In January-April 2010 it took 5 460 tonnes, itself up 7.8% on 4 244 tonnes in the equivalent period of 2009.

Austria, too, is importing more Hungarian canned sweet corn. Its take rose by 14%, from 1 848 tonnes to 2 114 tonnes. The country took 4.3% of Hungary's total canned sweet corn exports in full year 2010.

Unit value falls

In terms of unit value, Russia was the most lucrative of the leading destinations for Hungarian canned sweet corn in full year 2010. The average that Russia paid was USD1 555.43 per tonne, well up on the world average of USD1 255.31/tonne.

This world average unit price was lower than in 2008 (USD1 426.99) and 2009 (USD1 385.85), and just ahead of 2007 (USD1 203.53).

The biggest market in term of size, France, paid an average of USD1 259.57/tonne, up 14.2% on the average price it paid in 2010. Germany, the next biggest, paid an average of USD1 241.76/tonne, an increase of 14%. The average unit price in January-April this year came in at USD1 301.55/tonne.

Flooding in many areas of Hungary at the end of last year and beginning of 2011 have raised concerns that production this year may be affected but in June the AETMD assessed that the crop season had a normal start to the year and the outlook was normal (FOODNEWS 1 July).

However, traders speaking with FOODNEWS said they were not so convinced. "I have spoken with some people in Hungary and they are not entirely happy with the harvest this year," one trader said.

Bonduelle's annual turnover up despite decline in fourth quarter
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BONDUELLE, the French vegetable processor, posted a 10.7% increase in turnover in the 2010/11 financial year, with revenue jumping 10.5% in Europe and 11.2% in non-European areas. The rise came despite a weak fourth quarter, which was largely due to a 5% decline in canned food sales. 

The company's consolidated turnover for the year was EUR1.726 billion (USD2.44 billion), up from EUR1.559 billion in the 2009/10 financial year. Of the total, turnover from Europe hit EUR1.298 billion with non-European operations contributing EUR428.0 million.

Total turnover in the fourth quarter of the financial year fell 2.8% overall to EUR419.8 million, from EUR431.8 million previously. The company attributed this drop to "lower prices on private label products, inventory shortages on some products and a shift of deliveries in Russia and other CIS countries."

By processing segment, the canned food division saw its turnover increase 15.1% over the 12 months to EUR913.8 million, although at constant exchange rates and scope this increase was reduced to just 1.8%. In the final quarter of the year, canned food revenues fell 5% year-on-year to EUR213.7 million, compared with EUR225.0 million in the same quarter last year.

"The year was marked, especially in the canned segment, by the price reductions granted during the 2010 negotiations on private label products," Bonduelle said in a statement. "In addition to this price effect, the fourth quarter was affected by product shortages attributable to the poor harvests of the summer of 2010. These shortages temporarily slowed a very satisfactory trend in volumes, buoyed by the expansion of the innovative 'steam' range of products."

Bonduelle's frozen segment brought in EUR434.1 million in turnover in 2010/11, up from EUR420.9 million in the previous year, while fresh produce revenue increased to EUR378.1 million, a 5.1% jump from EUR345.0 million last year.

Despite the unexpected drop in revenues in the fourth quarter, Bonduelle said its financial results are in line with projections made in March this year that turnover would be EUR1.720 billion and this should enable the group to achieve its goals for current operating income (EUR78-81 million) and operating income (EUR67-70 million).

	BONDUELLE FINANCIAL RESULTS FULL YEAR 2010/11 

	
	2009/10 
	2010/11 
	% change 

	TURNOVER BY REGION (millions of Euros) (at current exchange rates) 

	Europe
	1174.6
	1298.0
	10.5

	Non-Europe Zone
	385.0
	428.0
	11.2

	Total
	1559.6
	1726.0
	10.7

	TURNOVER BY SEGMENT 

	Canned
	793.8
	913.8
	15.1

	Frozen
	420.9
	434.1
	3.2

	Fresh
	345.0
	378.1
	9.6

	Total
	1559.6
	1726.0
	10.7

	SOURCE: Bonduelle 


It added that harvesting conditions in its main producing countries are proceeding well: "Despite crops getting off to a difficult start in the north of France due to a particularly hot spring and high rainfall in Canada, at this point harvesting operations are generally proceeding in a satisfactory manner."
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