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Summary

Growth in trade of fruit and vegetables (F&V) in the Mediterranean region, especially in Morocco,
slowed down during the COVID-19 crisis. While reductions in trade of F&V are likely to be
associated with shocks caused by the pandemic, the long-lasting effects of a well-established
system of policy interventions in the sector should not be neglected. In other words, the effects
of the COVID pandemic have only altered the volumes of F&V trade from Mediterranean
countries. However, the continued occurrence of excess (low priced) imports of F&V from the
Mediterranean region reinforces policy recommendations that point at the need to reform trade
policy. The EU import regime should be simplified, by relaxing the controls on prices of imported
F&V, and by negotiating off-season import quotas. The former would shrink running costs while
the latter would lower competition among EU producers and Mediterranean traders.
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Exports of F&Vs to the EU: policy recommendations

Introduction

The COVID-19 pandemic triggered a global economic crisis and was responsible for significant
pressures on agricultural markets, including the fruit and vegetable (F&V) sector. During the
pandemic, F&V trade between countries in the Mediterranean region collapsed by around 20-30
percentage points. The slowdown has been particularly pronounced in trade relationships
between the European Union (EU) and south-eastern Mediterranean countries. According to UN
Comtrade data, in 2020 the EU imported 1.5 billion USD less vegetables (a 26% annual decline)
and 4.9 billion USD less fruit (a 21% annual decline). In addition, between 2019 and 2020
exports declined from Morocco, Egypt, and Israel respectively by 20%, 22%, and 30%.

The decline in trade may be explained by several factors. First, the trade of F&V is highly sensitive
to economic fluctuations. Second, the measures adopted to limit the spread of COVID-19 (e.g.,
regional lockdowns, travel restrictions, trade, and border constraints) have hindered labour
availability and delayed the delivery of produce (Glauber et al., 2020; Wieck et al., 2020). The
containment measures seem to have contributed to severely disrupting the F&V supply chains,
especially in view of the perishable and seasonal nature of the produce and labour requirements
(Tamru et al., 2020).

Among the structural factors affecting F&V trade, international policies play a major role for the
EU and its Mediterranean partners. The import regime has been under discussion for more than
a decade, with several studies suggesting that it may need to be reformed (e.g., Santeramo and
Cioffi, 2012; Kareem et al., 2017). Trade policies tend to have multiple effects and are very
relevant for emerging and the developing economies. For instance, border protection systems
may limit trade from less advanced economies (Georgieva et al., 2018), whereas preferential
trade agreements tend to tend to favour trade between high-income and low-income economies
(Ahmed Hannan, 2016; Divanbeigi et al., 2016; Santeramo and Lamonaca, 2022a).

The set of rules on trade of F&V include complex measures aimed at ensuring the food safety of
perishable products, and at improving market integration for high value products (Santeramo
and Lamonaca, 2022b). The changes in Mediterranean F&V exports to the EU, observed in 2020
beg the question: was the change mainly due to the pandemic or is it (a further) signal that the
import regime needs to be reconsidered? This article examines recent patterns in F&V trade in
the Mediterranean region, reflecting on the resilience of the F&V sector during and post the
pandemic. It discusses the efficacy of trade agreements involving the EU and other
Mediterranean countries, especially those having similar seasonality with the EU (e.g., Morocco)
thus being relevant competitors of EU producers (Cioffi and dell’Aquila, 2004).

Context

The EU is one of the areas that has been more severely affected by the pandemic, and imports
of F&V experienced a reduction in the first quarter of 2020, as compared to 2019. The growing
trend in exports has stopped since March 2020, the ‘official’ starting period of the COVID-19
pandemic. Between February and March 2020, the UN Comtrade data report a 10% annual
reduction in the value of F&V imports; in March 2020 the value of vegetable exports declined by
17% (a loss of 102 million USD) with respect to the previous month, and the export value of
fruit fell by 9% (a loss of over 49 million USD).

Among other factors, the effects on trade dynamics depend also on the demand and supply
disruptions, for example the collapse of distribution channels (e.g., HoReCa) and consumption
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disruption (e.g., closure of restaurants) on the demand side (OECD, 2020). Also, logistic
problems and the lack of seasonal and migrant workforce impacted on the supply side (e.g.
MED-Amin, 2020; Palumbo and Corrado, 2020).

The EU is a main destination market of F&V from Mediterranean countries. For instance, Morocco
is the most important supplier of tomatoes to the EU, and one of the main exporters of oranges
and grapes, along with Tunisia and Egypt. Their trade is shaped by numerous agreements, such
as preferential trade agreements (e.g., Generalised System of Preferences schemes and other
non-reciprocal preferential schemes), associated with interests that need to be considered
(Ferrari et al., 2021).

The EU F&V import regime, the Entry Price System, is a border protection scheme that sets a
minimum (entry) price for imported F&V, below which an extra duty is applied (art. 181 EU
Regulation 1308/2013). Despite this measure, the overlapping production period with EU
producers grant a significant advantage to south-eastern Mediterranean countries, which remain
key trade partners and negotiate, through preferential trade agreements, preferential trade
concessions (Ahmed Hannan, 2016; Osnago, et al., 2016). The privileges of these agreements
consist in zero-tariff import quotas or preferential entry price for products under the Entry Price
System. However, these concessions do not impede the functioning of the protection system:
extra duty is levied on imports whose price is lower than the preferential entry price. Such a
border protection system has been specifically designed by the EU to limit imports of low-priced
products to stabilise the domestic market and reduce competition with Mediterranean countries,
especially Morocco, which have similar seasonality (Cioffi and dell’Aquila, 2004).

1. Approach and evidence

The impacts of the pandemic are evident on the F&V sector and on trade dynamics. We present
trends in Moroccan F&Vs export volumes and price to the EU and compare them with dynamics
in F&V sectors of other Mediterranean countries.

As compared to 2019, in 2020 there was less trade of Moroccan tomatoes and oranges, and
stable volumes of grapes and peaches (Figure 1). Similar dynamics are also observed for exports
of grapes from Israel and of peaches from Tunisia to the EU. The exports of Moroccan tomatoes
and oranges, which have been hit the most (-30%), are coupled with an increase in the average
(implicit) prices. The higher price is more marked for storable (an annual increase of about 40%)
than for perishable products (10% more than 2019) (Figure 1). This contrasts with the downward
trend observed for other Mediterranean countries, such as Israel (due to the commitment on the
entry price quota), or Tunisia.



Figure 1. Trends in Moroccan F&V export volumes and prices to the EU, 2019-2020.
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Source: Author, based on data from UN Comtrade.

A deeper investigation of monthly data during 2019-2020 allows us to derive further insights.
Export volumes of tomatoes drastically decreased during the first wave of the pandemic (a loss
of 12 million USD) but recovered during the summer of 2020. Tunisian exports were more stable
but suffered a decrease in export prices since May. On the other hand, Moroccan exports,
although constrained by the entry price quota (exception made for the summer period during
which trade is rather low), have systematically exceeded the zero-tariff import quota but these
excesses of supply were lower between March and May 2020 (Figure 2).

It is frequently the case that the price of tomatoes imported from Morocco has been below the
threshold entry price for several consecutive days, in which the extra duty is applied (Santeramo
et al., 2023). The non-compliance with rules set by the Entry Price System calls attention to the
efficacy of the EU import regime and the interest of Mediterranean countries to revise the
system.



Figure 2. Trends in Moroccan tomato market: monthly export volumes and entry price quota.
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Source: Author, based on data from UN Comtrade and European Commission.

Since the start of the pandemic, the volume of F&V exported to the EU declined and (implicit)
prices rose. These price increases are likely to be associated with the shocks in supply and the
shortages of labour in the EU, due to the lack of foreign seasonal workers. (MED-Amin, 2020).
The volumes of imports in the EU account for one third of world imports, and EU production is
about 7% of world production. As a net importer, EU trade has a key role in avoiding potential
disruption of F&V supply chains. It is reasonable to argue that efforts should be devoted to
facilitating trade of those products that have been most affected by effects of the pandemic;
whereas a complex import regime, with quotas and entry prices, may amplify the adverse
consequences of the pandemic. The pandemic has thus emphasised the opportunity to revisit
the system of protection and to increase cooperation with Mediterranean countries.

2. Policy recommendations

The analysis of trade of F&V during the pandemic allow us to derive some recommendations for
policymakers:

= Export volumes decrease and prices of exported products increase.

Higher prices for exported products provide both direct and indirect benefits for Mediterranean
countries exporting to the EU. Direct benefits are related to the larger profits, which are
associated to the “price effect” that dominates the “quantity effect” (e.g., the reduction in
volumes of F&V exported to the EU). Indirect benefits are associated with the circumvention
of the border protection system (i.e., Entry Price System): high export prices imply a low
probability of incurring extra duties (triggered by low-priced exports). The marked increases
in export prices of storable F&V risk potential strategic behaviour by suppliers: exporters may
store (low perishable) products when the export prices are below entry prices, and market
them when the prices rise above the entry price threshold (Santeramo et al., 2023).

= Seasonality affects variability in export prices.
As noted by Cioffi and dell’Aquila (2004) and Cioffi et al. (2011), during the harvest season,
producers, and suppliers in EU and in south-eastern Mediterranean countries are in



competition and prices (which are affected by the discontinuous application of the entry-price
regime) tend to be more volatile. As for the competition with Moroccan tomatoes, EU
producers are well insulated, and the frequent overshoots (i.e., prices of imported tomatoes
below the entry-price threshold) tend to penalise mostly Moroccan producers.

Concessions granted by the EU are stringent.

The export capacity of Mediterranean countries is greater than the import quotas granted by
the EU in preferential agreements and Mediterranean countries tend to export more than the
amount established by trade quota. Morocco has obtained +160 million USD in 2019 and
+142 million USD in 2020 from out of quota tomato exports agreed with the EU. This indicates
that, despite a preferential entry price, Mediterranean exporters tend to export their excess
production to the EU.

The short-run impacts of the pandemic on F&V trade seems to have amplified the effects induced
by a well-established system of policy interventions in the F&V sector. More precisely, we
conclude that:

The long-lasting trade effects of the Entry Price System (i.e., the application of quota and a
minimum price for imported goods) are more relevant than the transitory shocks due to
economic crises for the F&V sector. South-eastern Mediterranean countries are an important
target, given the high value of traded products and the geo-climatic proximity to the EU. A
revision of policies to avoid Mediterranean exporters being frequently subject to the payment of
excessive duties would improve trade relationships and enhance cooperation in the
Mediterranean region. In particular, the EU policy should be devoted to promoting off-season
trade, to avoid competition with domestic producers and limit the imposition of excessive duties
to Mediterranean exporters. The limiting effect of the Entry Price System and of preferential
agreements for imports of F&V call attention to the effectiveness of these interventions and the
usefulness of keeping them in force. A (simplified) system of differentiated quotas, modelled on
the seasonality of EU producers, is likely to be a more effective policy tool.
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