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Report Highlights:
Fresh strawberry production for MY 2005/06 is forecast at 150,000 MT, a 3 percent increase from MY 2004/05 production.  The states of Michoacan, Guanajuato, and Baja California, continue to be the main producers and exporters of Mexico’s strawberries.  Exports of both fresh and frozen strawberries are expected to continue at roughly the same level assuming continued strong international demand.
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SECTION I.  SITUATION AND OUTLOOK

FRESH STRAWBERRIES

PRODUCTION

Strawberry production for marketing year 2005/06 (August/July) is forecast at 150,000 MT given favorable weather conditions.  Area planted in Baja California has increased due to good weather conditions and strong prices.  This increase has been offset by decreases in area planted in the states of Michoacan and Guanajuato, due to higher production costs and marketing problems.  Therefore, overall area planted for MY 2005/06 is forecast at 5,200 hectares.  Strawberry production for MY 2004/05 was revised upward due to better than expected yields.  However, some fruit was smaller than average due to weather related problems during the flowering season in January 2005.  Area planted for MY 2004/05 was also revised upward based on official data, but still represents a decrease compared to MY 2003/04 area.  Data for MY 2003/04 was revised upward based on final official estimates, however, some producers believe that production data is still about 10% too high. 

According to the industry there has been a general downward trend in strawberry planted area due to low or fluctuating market prices, limited access to credit, and higher costs of production.  Area planted in Guanajuato continues to decrease from an average of 1,000 hectares during the past two years.  At this point it appears as though MY 2005/06 will be lower still.  Michoacan has fluctuated between 2,200 to 2,900 hectares – but in previous years strawberry planted area was significantly higher at approximately 3,700 hectares.  Further decreases in Michoacan have been offset partially due to better industry organization through the State Strawberry Council, which promulgates strategies to handle harvest, packing, industrialization, and the commercialization of strawberries in both the domestic and international markets.  Planted area in the state of Baja California, has been increasing and fluctuates between 900 to 1,200 hectares, depending on weather conditions and international prices.   

Over ninety percent of the strawberries produced in Mexico are grown in the states of Michoacan, Guanajuato, and Baja California.  Scattered plantings can also be found in the states of Jalisco, Aguascalientes, Mexico, Morelos, Sinaloa, Veracruz, and Zacatecas.  Mexico grows many strawberry varieties, including Camarrosa, Driscoll, Duran, Pacifico, Parker, Aroma, Chandler, Seascape, Pajaro, Solana, Selva, and Oso Grande.  According to growers, the Camarrosa disease-resistant variety from California is planted in about 25 percent of the area in Guanajuato, and about 40 percent of the area is planted with the Chandler variety.  In Zamora, Michoacan, these two varieties account for approximately 80 percent of the area planted with strawberries.  The harvest season for Michoacan and Guanajuato is November‑June, with peak harvest for Michoacan from November to February, and from February to April for Guanajuato.  The harvest season for Baja California is January‑June, with the peak harvest in March‑April.  

The state of Michoacan, which is the most important growing region for the winter crop, is the first one to reach the market.  According to producers, approximately 70 to 80 percent of Michoacan strawberry production goes to the processing industry, and 20 to 30 percent to the fresh domestic and export market.  The state of Guanajuato, which is more important for the summer cycle, reaches the market after the crop from Michoacan, and usually receives lower prices.  Producers indicate that approximately 40 to 50 percent of the strawberry production in Guanajuato goes to the processing industry for jams, yogurt, and other food products.  The remaining berries go to the fresh market.  The state of Baja California harvests during the winter cycle and their strawberries are also marketed early in the season, and therefore command higher prices.  Although some strawberries are being processed in Guanajuato, most of Baja’s strawberry production goes to the fresh export market.

Strawberry yields in Mexico vary greatly depending upon variety, area, and weather conditions.  Overall yields for MY 2005/06 are expected to be about 30 MT/Ha.  With good weather and advanced production technology, strawberry yields can be as high as 60 MT/Ha. Yields in Baja California tend to have the highest averages with approximately 40-50 MT/Ha. 

Costs of production vary greatly depending on the region where the strawberries are planted and the type of technology that is being used.  The average cost to establish a hectare of strawberries in Michoacan is approximately $110,000 to $117,000 pesos/Ha (US$10,092 to $10,734/Ha) with medium technology, and from $126,000 to $130,000 pesos/Ha with advanced technology (US$11,560 to $11,927/Ha).  For less advanced technology the average cost ranges are less than $100,000 pesos/Ha (US$8,695/Ha).  Advanced technology measures include fertilization and drip irrigation, as well as plastic, mulch, and covered tunnels to protect the crop from rain and hail.  The average cost to establish a hectare of strawberries in Guanajuato is approximately $90,000 to $100,000 pesos/Ha (US$8,256 to $9,174/Ha) with advanced technology, and about $60,000 pesos/Ha ($5,504/Ha) with less quality control technology.  However, production with less advanced technology is not as competitive and will result in lower-quality fruit, and in the end command lower prices.  For this reason, some small producers have stopped planting strawberries.  The average production cost for an already established bed is approximately $46,000 to $56,000 pesos/Ha (US$4,220 to $5,137/Ha).  Basic expenses include nursery establishment, field preparation, strawberry plants, fertilizers, fungicides, irrigation, and harvesting.  The most expensive input has always been the strawberry plants that represent 40 percent of the total cost of production.  Most of the plants are imported from the United States.

All Mexican strawberries are irrigated.   Labor costs are about $100 to $120 pesos/per shift (approximately 6 hours per shift at U.S. $9.17 to $11.00 per shift).  Some workers prefer to be paid by the number of baskets picked, rather than by the shift.  When labor is especially scarce, strawberry producers must pay higher wages in order to attract workers.    

Fresh strawberries destined for processing for MY 2005/06 are forecast at 58,000 MT, however, this volume will depend on international demand and the availability of fresh product.  MY 2004/05 volumes of strawberries for processing were revised upward due to a higher demand from the international market.  Data for MY 2003/04 remains unchanged. Depending on strawberry quality, processing results in spoilage of between 10 to 15 percent.  

CONSUMPTION

Fresh strawberry consumption for MY 2005/06 is forecast at 49,500 MT, roughly 7 percent higher than MY 2004/05.  However, the tendency is to serve the international market first, so the final consumption figure will depend on the international demand for fresh strawberries.  Fresh consumption data for MY 2004/05 was revised downward reflecting higher demand from the international market and the processing industry.  Consumption data for MY 2003/04 is based on official information; however, producers believe it is about 15% too high.  The major challenge that U.S. exporters face in the Mexican market is to increase consumer awareness of different varietals.  According to wholesalers, the number one preference is the Driscoll variety because of its size, color and flavor, followed by Duran and other varieties.  As most strawberries in Baja California are produced for the export market, these tend to be of higher quality, followed by those from Guanajuato and Michoacan.

Farmgate prices for strawberries for the fresh domestic market for MY 2005/06 are expected to be similar to MY 2004/05.  Prices for MY 2004/05 were approximately $4.80 pesos/kg (US$0.44/kg) for average quality berries, and about $5.50 to $6.00 pesos/kg (US$0.50 to $0.55/kg) for higher quality berries.  However, strawberries produced with advanced technology can reach $10 to $12 pesos/kg (US$ 0.91 to $1.10/kg.).  Producers indicated, however, that the international market also influences farmgate prices.  Prices for the domestic market are usually higher during the export season in the winter months.  Imported strawberries from the United States began in July 2005 at approximately $26.00 pesos/kg (US$2.38/kg) and increased to nearly $36.00 pesos/kg (US$3.30/kg) at the wholesale market during the end of September 2005, when there are fewer domestic strawberries available. Retail prices for imported strawberries were about $65 pesos/kg or more (US$5.95.kg) at the end of August 2005.

TRADE

tc \l3 "TRADE
The major market for Mexican strawberry exports is the United States, with smaller amounts shipped by air to Europe.  Fresh strawberry exports for MY 2005/06 are forecast to be approximately 55,000 MT, due to expected high international demand.  Exports for MY 2003/04 and MY 2004/05 were revised upward due to stronger international demand.  The major Mexican export season is from December to May.  

Imports of fresh U.S. strawberries supply the Mexican market from May through November.  Imports of U.S. strawberries for MY 2005/06 are forecast to increase slightly to 12,500 MT due to expected strong demand.  According to wholesalers, orders from large supermarket chains are driving this demand.  Imports for MY 2004/05 were revised upward due to continued demand for strawberries.  Strawberry imports for MY 2003/04 were also revised upward to 11,848 MT, due to higher than expected demand.    

Under NAFTA, fresh strawberry imports from the United States are no longer subject to tariffs.  Imports from non‑NAFTA countries are charged a 20 percent duty.  Mexican strawberry exports to the United States are also no longer subject to tariffs.  The tariff classification number is 08.10.10.01.

MARKETING

The quantity of strawberries imported from the United States has been growing slowly, and a somewhat stronger peso has helped imports for MY 2004/05.  Although the import season begins in May, the highest volumes are imported from June through October.  Traditionally, imported fruit becomes scarce by November, when imports taper off and domestic production is harvested.  The United States is expected to continue to be the main supplier to the Mexican market.  Imported strawberries are almost exclusively from California.  They are of a high quality, and are packed using a system that eliminates oxygen, thus extending the berries’ shelf life. The California Strawberry Commission conducts promotional campaigns in chain stores in several Mexican cities.  Additionally, wholesalers are provided with point-of-sale materials and recipes to deliver to customers.  

The highest quality strawberries destined for the domestic market are packed in 1 lb/boxes and sold in supermarkets and grocery stores.  Lower quality strawberries are generally packed in 12/13 lb baskets and are sold at street markets or along highways.

Unfortunately, there are still problems within the Mexican market as to how to care for and preserve strawberries in the stores.  The California Strawberry Commission has responded to this by holding technical seminars in more than 30 cities throughout Mexico.  These seminars teach store managers how to more effectively display, sell, and preserve strawberries.  

FROZEN STRAWBERRIES

tc \l2 "FROZEN  STRAWBERRIESPRODUCTION

Mexican frozen strawberry production for MY 2005/06 (Aug/July) is forecast to increase slightly compared to MY 2004/05 production, as long as there are sufficient supplies for processing from the domestic market, and if prices on the international market are attractive.  Growers indicate that low international market prices have driven down the production of frozen strawberries in past years, even though the demand for frozen product has strengthened.  Total frozen production, however, may rise if more strawberries are diverted from the fresh market.  Producers indicated that this will happen only if international market prices for frozen strawberries increase.  Frozen strawberry production for MY 2004/05 was revised upward by 6 % due to stronger demand on the international market.  MY 2003/04 production was revised downward due to lower demand for frozen strawberry than was previously forecast.  Information on frozen strawberry production is very difficult to obtain because the Mexican government does not maintain official data, and industry information tends to be limited.  However, industry sources did indicate that increased production costs for fresh strawberries have led to increased production costs for frozen strawberries.  The processing industry generally competes with the fresh market for fruit, with the fresh product selling at higher prices.  The farmgate price for strawberries destined for processing for MY 2004/05 was approximately $5.00 to $6.00 pesos/Kg (US$0.46 to 0.55/Kg).

Aside from the state of Michoacan, growers and buyer/processors generally operate separately, and there is very little collaboration with respect to marketing firms providing inputs to growers.  However, in the state of Guanajuato, the state government, growers, and agroindustry, have recently begun to work together to implement internationally recognized phytosanitary and fruit quality standards.  Furthermore, some marketing companies are contemplating the implementation of marketing integration plans with growers in order to realize better quality and verification controls. 

There are approximately 27 strawberry processing plants in Michoacan and about nine plants in Guanajuato.  Some of these plants operate intermittently, due to frequent changes in ownership and because of difficulty securing adequate facilities.  Other plants have closed due to a lack of affordable credit.  Nonetheless, some plants have survived by processing other fruits during the off-season.  Other more savvy managers have entered into joint ventures, which has afforded them access to secure credit through foreign companies or U.S. importers.  The majority of the plants are equipped to make all types of frozen/processed strawberries, including frozen with sugar, frozen without sugar, whole and sliced, and individual-quick-frozen.  Most of the processed strawberries are either packed whole or sliced with sugar.  The processors use a wide variety of packaging, including 50-gallon drums, 2.5-gallon containers, or consumer ready packages.  

CONSUMPTION

tc \l3 "CONSUMPTION
According to the industry, frozen strawberry consumption has increased slightly due to increased use of strawberry produce for the bakery and pastry industries.  The industry also incorporates frozen strawberries in products like jams, cereals, breads and yogurts.  For MY 2005/06 consumption is forecast to increase to 11,200 MT.  As with fresh strawberries, the industry serves the international market first.  However, the prices on the domestic market have started to eclipse international prices, due to a growth in demand and continued tight supplies.  Consumption for MY 2004/05 was also revised upward from previous estimates due to stronger demand from the industry.  According to the industry, annual average consumption generally ranges between 10,500 to 11,800 MT.  The industry recognizes that there is a need for more advertising and promotional activities.  The MY 2003/04 consumption remains unchanged.  There are generally no stocks of frozen strawberries because of high storage costs.    

TRADE AND MARKETING

tc \l3 "TRADE AND MARKETING
Frozen strawberry exports for MY 2005/06 are forecast to remain flat unless international demand increases and more fresh fruit is available for processing.  MY 2004/05 exports were revised upward as demand increased more than expected.  MY 2003/04 exports were revised downward to 40,074 MT due to lower demand.  International market prices for CY 2005 were about $0.45 to $0.55/lb of frozen strawberry, while prices for CY 2004 were between $0.48 and $0.51/lb.  

Frozen strawberry imports are still not significant relative to the total Mexican processed strawberry market, though the U.S. has historically been the most important exporter.  However, for MY 2004/05, Chile and Argentina were able to ship to Mexico and undercut U.S. prices due to high demand.  This tendency could continue for MY 2005/06 if prices continue to be competitive.  Data for MY 2003/04 imports were revised upward based on official Mexican trade data.  There are no promotional campaigns for frozen strawberries in Mexico.

Under NAFTA, frozen strawberry imports are no longer subject to tariffs.  Mexico charges a 20-percent duty on strawberry imports from non‑NAFTA countries.  The tariff classification number is 08.11.10.01.  

SECTION II.  STATISTICAL DATA

FRESH STRAWBERRIES TABLE

	Mexico
	
	
	
	
	
	

	Strawberries, Fresh
	
	
	
	(HA)  (MT)

	
	2003  Revised
	2004 Estimate
	2005  Forecast

	
	USDA Official [Old]
	Post Estimate[New]
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]

	Market Year Begin
	
	08/2003
	
	08/2004
	
	08/2005

	Area Planted
	5500
	6471
	5100
	5180
	0
	5200

	Area Harvested
	5200
	6328
	5000
	5000
	0
	5050

	TOTAL Production
	138000
	177240
	135000
	146000
	0
	150000

	Imports, Fresh
	10700
	11845
	11000
	12000
	0
	12500

	TOTAL SUPPLY
	148700
	189085
	146000
	158000
	0
	162500

	Exports, Fresh
	39000
	42000
	39000
	54000
	0
	55000

	Domestic Fresh Market
	53100
	90485
	53000
	46100
	0
	49500

	For Processing
	56600
	56600
	54000
	57900
	0
	58000

	TOTAL UTILIZATION
	148700
	189085
	146000
	158000
	0
	162500


FROZEN STRAWBERRIES TABLE

	Mexico
	
	
	
	
	
	

	Strawberries, Frozen
	
	
	
	 (MT)

	
	2003  Revised
	2004 Estimate
	2005  Forecast

	
	USDA Official [Old]
	Post Estimate[New]
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]

	Market Year Begin
	
	08/2003
	
	08/2004
	
	08/2005

	Deliv. To Processors

	56600
	56600
	54000
	57900
	0
	58000

	Beginning Stocks

	0
	0
	0
	0
	0
	0

	Production

	51000
	50320
	49000
	52000
	0
	52200

	Imports

	354
	410
	400
	20000
	0
	2000

	TOTAL SUPPLY
	51354
	50730
	49400
	54000
	0
	54200

	Exports
	40700
	40076
	39000
	43000
	0
	43000

	Domestic Consumption
	10654
	10654
	10400
	11000
	0
	11200

	Ending Stocks
	0
	0
	0
	0
	0
	0

	TOTAL DISTRIBUTION
	51354
	50730
	49400
	54000
	0
	54200


PRICES

	Average Monthly Wholesale Strawberry Prices

Pesos per kilogram

	Month
	2004
	2005
	Change  %

	January
	13.90
	
	14.88
	
	7.05

	February
	12.58
	
	12.64
	
	0.47

	March
	10.30
	
	11.32
	
	9.90

	April
	14.60
	
	11.00
	
	(24.65)

	May
	21.30
	
	14.89
	
	(30.09)

	June
	19.66
	
	15.34
	
	(21.97)

	July
	20.16
	(
	22.52
	(
	11.70

	August
	28.16
	(
	28.80
	(
	2.27

	September
	30.98
	(
	36.00
	(
	6.20

	October
	29.10
	(
	N/A
	
	N/A

	November
	18.00
	
	N/A
	
	N/A

	December
	15.75
	
	N/A
	
	N/A

	CIF-Mexico City


SOURCE: Servicio Nacional de Informacion de Mercados

2004 Avg. Exchange Rate US$1.00=$11.29 pesos

2005 Exchange Rate August 22, 2004 US$1.00=$10.77 pesos
Note: - ( Represents prices for imported strawberries. 
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