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This report, f i rst publ ished by the Fai rtrade Foundati on in 1997 and revised in 2002, highlights the
problems facing coff ee farmers as a result of the way we trade in coff ee. As wel l as examining how
the trade operates, the report il lustrates wi th testi monies i ts impact on the li ves of f armers. Finally,
it off ers recommendati ons on how relevant players within the UK (government, manufacturers,
supermarkets and consumers) can take meaningful steps to ensure that the coff ee we drink returns
a decent li ving to the people who produce it.
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were losing money. We were in debt. But, under Fai rtrade, we’ve
paid off al l our debts and we are proud’

Mario Perez, a coffee grower with Prodeco-op,
a Nicaraguan farmers’ co-operative

%

The wrong pol icy on agricul ture might l ose electi ons in France,
but i t l oses l ives in Afr ica�

Idd i Simba, Tanzania’s trade minister, at the World Trade Organisation
talks in Qatar, November 2001, on the unfair trading system that all ows

governments in the North to continue with subsidies to their farmers,
whil e countries in the South have been forced to dismantle protective

measures and open up their markets to cheap Northern imports
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eff i cient coff ee producer, and are imposing serious hardship on
coff ee farmers worldwi de�

Association of Coffee Producing Countries
Coffee Market Report, Number 22, September 2001
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, i t�s become a crisis. The chances are that af ter a
few years, supply wi l l be brought back into balance wi th demand.
But the devastation that w i l l happen in the meanti me is morall y
unacceptable�

John M Talbot, assistant professor of sociology,
Colby Coll ege, Maine, USA, October 2001
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Mary Jane Kinkade, spokeswoman for Kraft Foods,
producers of Maxwell House coffee, October 2001
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human. They are commercial . What i s thei r responsibil i ty? We
need to take more care of human values�

Rosario Sanabria, United Nations World Food
Programme supervisor, October 2001
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Joined-up thinking

for a joined-up world
Spil ling the Beans on the coffee trade looks at the coffee trade and what our love of a good cup of coffee
means for the milli ons of small holders in developing countries who grow the beans.

Coffee has been prized for its taste and stimulating quali ties for centuries and remains one of the most
valuable crops today. Because of this, it has become central to the economies of many of the poorest
countries. Coffee accounts for 54 per cent of Ethiopia’s foreign exchange earnings, for example.
However, in 2001, prices of coffee on the international markets coll apsed to record-breaking lows,
slashing farmers’ and national incomes ali ke. As this report shows, too often it is middlemen, rather
than growers who reap the profits from the beans. Across the world, from Nicaragua to Indonesia,
farmers who have reli ed on coffee are in crisis: famili es impoverished and desperate.

Fairtrade started 13 years ago with coffee, and has since developed to take in tea, chocolate, cocoa,
sugar, honey, mangoes, orange juice and bananas. By reconnecting consumers with producers, it
ensures that farmers get a fair price for their crops and the chance of a sustainable future. It is
changing li ves.

As yet, Fairtrade is a small part of the answer because many consumers still don’t know of its
existence or, if they do, discover that FAIRTRADE Marked products are not always avail able. But it is
a powerful force for good that enables people to provide for themselves. It is about dignity, not
desperation; a fair trade, not charitable handout; respect not exploitation. We hope that many more
consumers will buy FAIRTRADE Marked products to ensure that producers get a better deal and put
out the message that together we can make a difference – it is the least that milli ons in the developing
world deserve.
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Lif e is cheap: the hidden crisis
Viteli o Menza has been dependent on the coffee he grows in Colombia all his li fe. A t 48, he still
struggles to provide for his famil y. Like milli ons of other small holders, his fortunes and those of his
wife, Maria Enith, and their four chil dren have fluctuated dramaticall y along with the price he
receives for his crop.

Over the years the famil y has suffered ill ness brought on by malnutrition. In other parts of the same
area, some have turned to growing drugs in order to survive; higher prices are paid for coca leaf (the
raw material for cocaine). The Menzas have stayed loyal to the coffee crop but not without great
personal sacrifices.

Coffee is grown in more than 50 countries in a band around the equator and provides a li ving for
more than 20 milli on farmers. A ltogether, up to 100 milli on people worldwide are involved in the
growing, processing, trading and retaili ng of the product.

Coffee is the second most valuable commodity after crude oil 1. It is the most valuable agricultural
commodity in world trade - in 2000, exports worldwide totall ed $8.7bn2. But the journey from the
Menzas‘ farm in Colombia to the supermarket shelf is a long and tortuous one with a succession of
people taking their cut along the way.

From tree to supermarket shelf it has been estimated the Menzas‘ coffee beans can change hands as
many as 150 times3. Paper transactions on international commodities markets account for much of
this. The final price of a cup of coffee in the West will have absorbed the costs of insurance, taxes,
transportation, processing, packaging, marketing, storage and much more. Of the £1.75 charged for a
cappuccino in a London coffee shop, the grower will be lucky to receive the equivalent of 5p4.

H idden behind this long and compli cated journey is the coll apse of coffee prices on the world market
and its impact on both ends of the trade. Between 1994 and the end of 2001 the price of robusta beans
(used chiefly in instant coffee) plummeted from around 180 cents/ lb to just 17 cents/ lb, a 30-year
low5. The value of high-quali ty arabica beans has suffered simil arly. Whil e it is estimated that the
world coffee trade generates $60bn in revenues, double the amount in the 1980s, producing countries
retain just over 10 per cent of this, compared with 30 per cent in the 1980s6.

For the big roasters, this can be only good news: it is estimated that a company processing one milli on
60kg bags of coffee was $80m better off in 2001 than the previous year because of the lower prices7.
The big three – Nestlé, Kraft and Sarah Lee – each process more than 10 milli on bags of coffee per
year. For small farmers, however, the drop in prices is disastrous.

When world prices fall , growers suffer an immediate reduction in income; yet there is no noticeable
reduction in supermarket prices of coffee. A recent Nestlé report confirmed the sunny trading
situation: �
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8, and
chief executive Peter Bradeck has denied that the company benefits from low prices9. Yet between
1998 and 2000 the price of raw robusta coffee fell by half to less than seven per cent as a proportion of
the retail price10 - just 18p from a £2.60 jar of soluble coffee. In contrast, when the market price of
coffee gains, as it did by 50 per cent in 1994, for example, retail prices rise promptly11 (see fig. 1).

For many farmers, the coll apse in prices means that they have fail ed to recover their production costs
for several years running. This has had a devastating impact on an already precarious existence. Some
have abandoned their land and gone in search of work in cities. Others have neglected or uprooted
their coffee bushes. Frequently, an equall y uncertain and poverty-stricken li fe awaits in urban shanty
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towns, but without the support of community and land. For those who opt to stay at home, the lack of
labour for crop maintenance reduces the quali ty and value of the coffee, further depressing returns.
The vicious circle is complete.

But for small farmers the price of beans on the markets in New York and London is only one of the
factors undermining their abili ty to make a reasonable li ving. Without the means to process or
transport their crop to market, limited knowledge of the frequently changing world price and a debt-
driven necessity to sell their coffee the moment it is ripe (when prices are lowest), small independent
farmers find themselves in a weak negotiating position. They are prey to local dealers who buy the
coffee and sell it on to international markets. With only one major harvest a year, farmers are
desperate for cash by the time their crop is ripe and are keen to sell at whatever price they can get. Not
surprisingly, local dealers exploit this.

The farmers� need for a quick sale is a symptom of their inabili ty to get loans at a fair rate from banks,
pushing them into the arms of loan sharks to pay for fertili sers, harvest labour and basic living costs
prior to harvest. Many growers have joined with their neighbours to set up co-operative marketing
ventures, which enable them to by-pass the midd lemen. A ll too often, however, even the co-op cannot
get finance to buy the crop, and members still sell to local traders (commonly call ed coyotes in Latin
America) for cash, rather than wait for a better price. Evidence of low and decli ning li ving standards is
clear. Producers have reported to the Fairtrade Foundation reduced spending on housing, chil dren�s
education (especiall y where structural adjustment has led to higher school fees), health and food.

What choices do farmers have? Over the past 20 years, more coffee has been grown as producer
countries have been advised to expand production to clear their debts. Private and World Bank
incentives exist for new or expanded production. Yet existing farmers need better prices, or at least
some stabili ty, to be able to plan ahead. A lternatively, they can diversify into other crops. However,
growers are understandably averse to investing in crops for which no clear market exists, especiall y
when it may take several years to generate an income. Coffee, for all i ts faults, is widely traded and
the local infrastructure exists to market the crop � most other options are fraught with greater risks.
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All about t he bean
There are two types of coffee � arabica is mil der in flavour and more expensive, more diff icult to grow
and process, and fussier about the climate than its cousin robusta, which is widely used for soluble
coffee and stronger roasts.

Whil e coffee originated in Ethiopia (tales of goats high on caffeine are among the colourful images), it
is now grown in more than 50 tropical and sub-tropical countries12 from Mexico to Brazil , Angola to
Ethiopia and from India to Vietnam, as well as the Pacific Islands. A ll told, coffee covers 10.7 milli on
hectares in a band around the equator, w ith an annual crop of about 7 milli on tonnes13.

Coffee is a labour-intensive crop and provides a living for more than 20 milli on farmers, over two-
thirds of whom are small holders cultivating less than 5 hectares14. Without coffee, many of these
would be reduced to subsistence farming. An estimated 100 milli on people worldwide, mostly in
developing countries, depend on growing, processing, trading and retaili ng coffee for their liveli hood
(at least 60 milli on on a part-time basis)15.

For many developing countries, coffee forms a crucial part of their economies. Despite low prices, it
remains one of the most valuable primary products in world trade, a valuable source of foreign
exchange. Around 114 milli on bags of green (raw) coffee are produced annuall y16 � the bulk being
exported to consumer nations at a cost of $8.7bn.

Brazil is by far the largest producer � as the jingle has it, there�s an awful lot of coffee in Brazil :
1.8 milli on tonnes in 2001, to be precise17. Vietnam comes a close second, then Colombia. Indonesia,
Côte d�Ivoire and Mexico are the next tier of major producers, foll owed by India, Guatemala, Ethiopia,
Costa Rica and Uganda.

But coffee is not just big in global terms; to some exporting countries it represents a huge proportion
of their total income. Burundi, for example, earns 80 per cent of its foreign exchange from coffee alone,
Ethiopia and Uganda around a half. It is a major earner for Rwanda, Nicaragua, El Salvador and
Honduras, where it accounts for around a quarter of earnings18. For countries such as these, the
fortune of coffee on the world market is central to their social and economic development (see fig. 2).

For milli ons of small farmers and plantation workers, coffee offers a li veli hood � an opportunity to
exist at a level beyond mere subsistence. The Fairtrade Foundation takes the position that the people
who actuall y grow coffee and do the work should reap a fair li ving from this valuable crop.
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A global tr ade
In the past 15 years the global coffee trade has been radicall y reshaped: the tearing up of international
quota agreements and advent of Vietnam as a major producer has led to a market awash with coffee.
In the face of oversupply, the buyer became king and prices plummeted.

Three key developments created this situation. First, after pressure from Ronald Reagan�s
administration to li berali se trade, the International Coffee Agreement was abandoned in 1989. This
pact between coffee producing and consuming nations had helped to regulate the supply of beans via
a quota system to the market, keeping prices relatively stable. Since then it has been every man for
himself, a situation that penali ses the weakest: w ith li ttle or no resources, poor producers need to sell
their crop as soon as possible after harvest, just when the price is lowest. A ll efforts to re-establi sh
price control have fail ed.

The unprecedented rise of Vietnam as a leading coffee producer turned a diff icult situation into a
crisis. Government investment and World Bank loans enabled the country to triple its output between

Coffee break: the UK market
·  31 billi on cups of coffee are drunk in the UK every year.

·    In 2000 the UK imported 3.1 milli on bags of coffee worth US$423.3m. Comparable
figures for 1995 show the dramatic fall in coffee prices: 2.8 milli on bags were
imported then worth $671.9m (1 bag = 60kg)19.

·  Between 1993 and 2000 the volume of the UK coffee market decli ned by 1.6% whil e
the value of retail sales leapt from £652m to £798m, an increase of 22%20.

·  In 2000 coffee surpassed tea, taking more than 51% of the hot beverages market by
value21.

·  Instant coffee accounted for 76% of market volume and 87% of the market value, with
roast and ground accounting for the remainder22.

·  Among the manufacturers, Nestl � and Kraft Jacobs dominate the instant coffee
market, taking 50% and 21% respectively; supermarkets� own label brands come a
close third23.

·  The UK coffee shop market grew by 55% between 1997 and 2000 and is not expected
to reach saturation until 2003.

·  Sales of Fairtrade roast and ground coffee grew by 27% in 2001 with an estimated
retail value of £10.5m, and accounting for 10.5% of the total volume of the roast and
ground market.

·  Fairtrade coffee took a 3% share of the total coffee market in 2001 (soluble and
ground coffee).

·  Twenty-five companies market Fairtrade coffee; it is avail able in most supermarkets
as well as in Costa Coffee and Starbucks outlets.
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1995 and 2000 to become the world�s biggest producer of robusta beans, second only in overall
volume to Brazil . Vietnam now accounts for 10 per cent of total global coffee output. Producers of the
finer quali ty arabica beans have not been immune to the dive in robusta prices that foll owed the
massive increase of supply: as buyers paid less for robusta beans, the price for arabica also fell
dramaticall y.

Finall y, encouraged by the World Bank and partner institutions to �

� � � � � ��� � ��� � 	
� ��� � �
� � � ��� ��� � � �

producer nations disbanded national coffee poli cy organisations which had helped to plan production
and acted as intermediaries between small farmers and the market. Subsidies for coffee production
and agricultural services were reduced and private exporters took on the main role in trading. In
many instances, taxes on coffee exports were cut. Initiall y, some farmers received more of the export
price for their beans, but such gains soon disappeared as market prices coll apsed. Coffee growers,
large and small , were left exposed to the vagaries of the international market and its dramatic price
fluctuations.

Coffee has appeared to offer hard-pressed governments a relatively easy means of generating hard
currency, but over the past decade production has increased at tw ice the rate of consumption. It faces
competition from other drinks and, despite the recent successes of coffee houses in North America
and Europe, demand looks unli kely to increase substantiall y.

Ultimately, large corporate consumers are the only ones to benefit from the oversupply. Since the
1980s, fewer players have taken a larger share of the business. The industry is dominated by four
multinational companies: Procter and Gamble, Phili p Morris, Sara Lee and Nestl � account for 40 per
cent of worldwide retail sales. Simil arly, six multinational export firms control 40 per cent of the
world�s coffee market24. Most coffee companies deal only with an eli te group of brokers; however,
growers are beginning to organise themselves into coll ective enterprises to circumvent this
stranglehold.

The persistent decli ne in prices, reversed only when severe weather such as drought or frost damages
crops in the largest producing countries (as it did, for instance, in Brazil during the 1994-95 season),
has produced a heavy loss of income for coffee-producing countries. The value of coffee exports by
producer-members of the International Coffee Organisation (ICO) fell from an average of US$12.9bn
in 1997 to US$4.8bn in 2001. Between 1994 and 2001, producer countries lost some US$32bn. During
this period, Colombia lost the equivalent of three years� export income, Uganda two and a half years�
and Ethiopia two years�25 (see fig. 3).
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Speculat ive business
While coffee may seem a rather unexciting commodity to outsiders, the extreme volatili ty of its price
in recent years suggests that not everyone shares this view. Many naturall y unpredictable factors �
from late frosts in Brazil (and more recently the climate change phenomenon known as El Niño) to
fluctuating exchange rates � influence the avail abili ty and price of coffee. The price is mainly set in
international coffee exchanges in New York and London, where futures contracts are traded. Futures
are agreements to buy and sell coffee at an agreed price at some time in the future � paper contracts, in
which neither party may actuall y have �
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The futures markets help roasters to minimise their exposure to the risks of price fluctuations by
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commitment in real coffee in the outside world. Any changes in price will therefore cancel each other

Small -scale coffee farmers
' Because of the unstable price the farmers remain poor. They cannot eat three
times a day all year long, they substitute inferior goods for basic staples, they
cannot buy clothing. They cannot afford too have decent furniture or repair their
homes, they suffer from fatigue and lack of rest, they have to do multiple jobs,
they can never go on holiday or to entertainment places, they always live in
debt.'

Indonesia: The Rural Development Foundation

Worldwide, around 15 milli on small holders each cultivate anything up to five
hectares of land. They are typicall y fairly self-suff icient, growing their own basic foods
and vegetables and sometimes rearing poultry and/ or catt le. Coffee provides cash
income for foods they do not grow, clothes, medical care and education for their
chil dren.

The farmers work many hours preparing the soil, tending the crop, harvesting and
carrying out primary processing. Aside from the coffee crop, they have to tend their
other crops and li vestock, and work in the home. Women generall y work the longest
hours, performing household chores and taking responsibili ty for the chil dren in
add ition to working on the farm.

For help on the farm, the farmer draws first on the famil y and then possibly one or
two hired workers. At harvest time, even quite small farmers may employ seasonal
workers to cope with the rush. Obviously, any use of hired labour reduces the famil y
income from the sale of the coffee. On average, it accounts for 50 to 60 per cent of a

farmer�s total costs26. Workers may be relatives or friends, neighbouring farmers or
migrants from other districts. Many small holders also work for large farmers or
plantations, especiall y when their own income is insuff icient to sustain themselves
and their famili es.
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out, and the roaster is protected. Exporters can also use the exchange system; buying options and
fixing a price. But few small farmers have the opportunity to use this system and must shoulder the
burden of market changes.

Dealers make future deals at a price that reflects their assessment of how the market will move, but
the inherent volatili ty of the market makes this judgement something of a gamble. It also means that
there is potentiall y a lot of money to be made or lost on the futures market, which tempts buyers and
sell ers to speculate. Speculators may sell �
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fall , at which point they can then buy real coffee to meet the contract at a lower price. Whil e the
futures market is an important tool to protect traders from price changes and currency movements,
with the increasing importance of speculation, the tail now wags the dog. Paper deals make up about
90 per cent of the coffee trade, with only 10 per cent based on sales of � ���	 ! " # $ % & # ' ( ( ) ) * +��	)
( $ ! , ) -.��$ # )

of the coffee market � w ith computer-based trading and rapid response to information about supply
and demand, and even satelli te monitoring of weather�has contributed to the rise of speculation
within the futures markets. The increasing concentration of the market means fewer, bigger actors are
now able to influence the market. In short, the / 0	1 2	1 3 4 5 6 798 3�5 :	1�;=< > ? 1 5�< @ @ > A�1�5 8B5 :	1�5 > < C	1 > 6�4 2D5 :	1

North, whil e the costs fall in the main on the producers in the South.

Caffeine, cocaine or opium?
In Colombia, some farmers are diversif ying into dangerous terr i tory

Coffee has been fundamental to the Colombian economy for generations. A fter its arrival
with proselytising Jesuits nearly three centuries ago, it became such a source of profit that
proceeds from the trade financed the development of other exports such as bananas,
cotton and sugar. Roads and railways were buil t to move coffee beans from the cool
slopes of Antioquia and its southern neighbours to the Pacific coast, where ports were
buil t to ship it out. The country�s coffee belt became one of the richest and most stable
regions.

But today, high in the hill s above the vill age of Puerto Venus, about 90 mil es north-west
of the capital, Bogota, the bright green of another crop can be seen dotted between the
gentler tones of coffee bushes. No one is willi ng to claim the fields of coca, from which
cocaine is made, but privately farmers acknowledge that over the past year some have
ripped up their coffee plants to sow crops that wil l provide a more profitable and
reli able, if ill egal, income. As well as reaping ten times the profit, coca can be harvested
three times a year to coffee�s one.

‘We all rely on coffee,’ says the owner of a store in the community of 1,000. E F�G	H�I J K L H�M	N OQP

coffee farmer can’t pay for the basics. Coca is new to us, so we don’t know what it will bring. So
far, it has been only a grain of salt for our economy.’

The coffee crisis has been a major contributor to the recession that grips the country.
Nearly 20 per cent of workers are unemployed; a figure that is inevitably higher in the
countryside. It is all fuel for the civil war that continues between Marxists and
paramili taries.
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From small holding to
supermarket shelf
The two types of coffee, arabica and robusta, are processed in quite different ways. Coffee beans are
harvested inside red cherr y-li ke fruits and need to be extracted, processed and graded before export.
This is done using either the wet process or the dry process.

Hard numbers are impossible to come by, but informed estimates suggest that by the end
of 2001 only 1,000 of the country�s 560,000 coffee farms have turned to coca or opium
poppies, from which heroin is made. The violence that accompanies anything to do with
drugs remains a serious deterrent, as Viteli o Menza, a small holder in Pescador, in the
Cauca region, explains. �
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from the plants, so that farmers took to sleeping besides their crops. You would see many Cali
people around (Cali is a city renowned for its drug barons), bad people that we hadn�t seen here
before.�

Despite this, Viteli o, who is 48, got as far as buying and preparing coca seed. Faced with
debts that he couldn�t pay off , unable to feed his famil y properly, and with his wife,
Maria, working 12 hours a day in a local shop, growing coca seemed to offer an answer.
‘I was working outside the farm, as well as on it; Maria was getting up at three or four o�clock in
the morning to make breakfast, do the cleaning and send the children off. It was hard. We felt very
bad because we knew we couldn�t give the children the attention they needed.�

A ll around him, neighbours have been forced to sell their land because coffee is no
longer profitable. Viteli o�s sister-in-law and her famil y left for Cali i n the hope of finding
employment in domestic service. A fter a whil e there was no work. ‘I believe they are in a
very bad way. She told me that if they were on the farm there would always be something to eat,
even if it was only banana or yucca, but they cannot return because they sold the farm.�

In the end, Viteli o did not plant the coca seed because of the violence it seems to breed,
but it is not diff icult to understand the temptation to turn to drug-producing crops.
Fernando Osorio, executive director of the National Federation of Coffee Growers in
Tolima, a central province which produces 12 per cent of Colombia�s coffee but where
poppies have started to appear, points out that poppies are four times more profitable
than coffee per hectare. ‘The coffee grower does not want to get into ill egal businesses, with a
lot of risk,� he says, ‘but he accepts that risk because there is nothing else to do.�

In eastern Caldas, Jos� Oscar Gonzales, the mayor of Pensil vania, li sts four neighbouring
towns where coffee has been replaced by coca plants. The plots are tiny, but he judges
that the 100 or so farmers who have made the change are just the vanguard. ‘This isn�t
pressure from the guerrillas, this is poverty,� he says. ‘This is the heart of the crisis.�
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Arabica beans are usuall y processed using the wet method, in which the cherr ies are soaked and
fermented on the farm and the flesh removed before the bean is sun-dried. The farmer then sell s the
beans still enclosed in a li ght parchment-li ke case, which is removed in a factory where the beans are
also graded for size and quali ty, ready for export.

The dry method, normall y used for robusta beans, involves the farmer in sun-drying the whole
cherr ies, and selli ng them to a processing plant which removes the husks, extracts and grades the
beans.

Some farmers are able to sell their beans to a co-operative, rather than a commercial trader, which may
undertake the post-harvest processing. As the coffee gains almost 50 per cent in value as a result of
processing and handli ng, the abili ty to undertake processing and export co-operatively is a crucial
way to increase farmer income. However, transport, storage and handli ng costs and taxes must still be
met.

By the time the green coffee arr ives in Britain, freight and insurance have added another 9 per cent in
costs. The importer, usuall y a large trading company, incurs port and customs charges which are then
passed on to the large coffee roasting company. The roasting company pays the importer for services,
administration and its margin in return for transporting the coffee to its warehouses.

From warehouse to supermarket, the pathway depends on whether the beans are destined for merely
roasting and grinding, or for processing into soluble ( �
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roasting and grinding the beans, making a strong brew and either spray-drying or freeze-drying the
resulting liquor. In the UK, the instant coffee market is dominated by Nestl � , w ith supermarkets� own
label brands coming a close third to Kraft Jacobs27.

A good reason for a fi esta
Ten years ago, small holders near the town of Tenejapa in Chiapas, Mexico, formed the
Kulaktik co-operative and began selli ng their coffee to the Fairtrade market. The 42 men
and women knew that they were producing good-quali ty crops and that the local coyotes
(midd lemen) were not paying them what the beans were worth. There had to be a better
way of li ving than a situation where, every year, husbands and sons were driven to the
sugar plantations by the coast, or even to make the dangerous journey across the border
to find work in the United States.

As Mayan Indians, the growers are on the bottom rung in Mexico, where social and
economic divisions are deeply ingrained. Juan Girón Lopez, the current president of
Kulaktik, explains: �We are unable to count on any government support. As small landowners,
with no connections to the government agencies that distribute aid, it would be rare for us to see
any of that money.�

The country has been riven by internal tensions for most of the 20th century. In January
1994 these came to a head, and peasants occupied town and vill age squares across the
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region in an attempt to make their voices heard. The Zapatistas, as they became known,
hoped to secure greater land rights and support for the indigenous population. But, as
Juan Lopez says, �There have been few solutions, even to this day. In fact, in some places things
are even worse.�

It is a diff icult backdrop against which to li ve; and, because of this, security is one of the
first things Juan emphasises when he talks about the difference the co-op has made: �We
have been unified by the organisation that we have to maintain in order to sell our coffee through
Fairtrade. The group helps us to be independent of some of the problems in the area.�

The fact that any type of organisation among indigenous people arouses suspicion has
only served to spur the Kulaktik growers on. As well as a better price for their crops,
Fairtrade connections have given them access to advice on the workings of the
international market and the potential for improving their business by turning to
organic methods.

Five years after Kulaktik�s establi shment, it incorporated growers from the neighbouring
Cancuc area. With a group that now numbers 150 small holders, the co-operative expects
to harvest about 175 tonnes of coffee in 2002, of which a third will be organic; all w ill be
sold through Fairtrade. Each member owns about 1.5 hectares of land and maintains
approximately 1,200 coffee bushes. Because organic production has been particularly
successful in enabli ng the co-op to reali se a higher price, it is in the process of applying
for total organic certification.

Like milli ons of other coffee farmers around the world, access to credit has been central
to the survival of the small holders in Chiapas. �We have been able to connect with six other
indigenous coffee co-operatives,� Juan Lopez explains, �who establi shed themselves in the
Fairtrade market. No grower in the region can wait until the harvest has been completed for
payment on his crop. A smaller group would be unable to apply for credit. With credit, we are paid
throughout the harvest.�

� It is no wonder,� says Juan, �that there is great interest in joining our co-op. With the Fairtrade
price we receive we are at least able to minimally maintain our famili es. Others appear very sad
and worr ied. They are trying to find other ways of surviving.�

The Fairtrade premium has also all owed Kulaktik to invest in better techniques for
harvesting and preparing its coffee for export, which keeps sales at higher prices. Tanks
for sorting and fermenting the coffee have been constructed. Last year, a truck was
bought to help coll ect and transport the beans; and, as the co-op prepares for its 10th

anniversary fiesta, there are plans to expand the warehousing. A t a time when many
coffee producers are gett ing ever deeper into debt and despair, the growers in Chiapas
have real reason to celebrate.
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Pushing a rock uphill :
the problems facing growers
The image of the small coffee farmer facing up to the machinations of the distant international market
is simil ar to that of a man pushing a rock uphill . The farmer is powerless against any sli ght tremor of
market forces that can bring the rock tumbli ng down crushing him and his famil y. A combination of
factors produces problems for small holder farmers trying to make a living from coffee. Among the
most serious of the obstacles are price, access to markets, land, quali ty and a lack of affordable credit.

Price
The current low prices and the instabili ty of the international market over the past few years have
created difficulties for governments, but also for individual producers, who must take decisions about
investment in the crop months before the harvest (see fig. 4).

Whil e speculation may be exciting for a trader in New York, it has few attractions for poor farmers for
whom feeding the famil y for the next week is at times the only priority. Research carried out for
Fairtrade Labelli ng Organisations International (FLO) in 1997 showed that the real cost of production
for small arabica farmers varied between 75 and 91 cents per lb28, whil e, for example, the 'farm gate�
price that Mexican growers received in 2000 varied between 46 and 89 cents29. For many small holders,
who sell to local traders, the 'farm gate� price is itself a distant dream (see fig. 5).

F ig . 4    Ar ab ic a Co f fe e : Fa ir t r ad e  an d  Ne w Y o r k p r ice s 1 989-2002
Sources: F airtrade Founda tion ; New York Co ffee , Cocoa & Sugar Exchange
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The unstable and low prices of the past decade have had a devastating impact on the li ves of farmers
and their famili es throughout the world (see case studies on situations facing farmers in Nicaragua,
and Colombia). In addition, farmers and their organisations reported that:
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carr ied out and a higher suicide rate.�
Uganda: Industrial Coffee Growers.
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caused multiple effect…in many cases children were withdrawn from city schools, the daily diet
worsened and they weren�t able to buy new clothes.... The loss of income significantly increased
social unrest in the form of stealing livestock/produce, increased guerrilla activity and increased
cultivation of illegal drugs.�

Colombia: Corporación para Estudios Interdiscipli narios y Asesoría T � cnica (CETEC)
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school and they were unable to afford clothes, shoes, basic medical attention and repayment of
credit.�

Mexico: Coordinadora Nacional de Organizaciones Cafetaleras (CNC)

Unstable or not, the fact is that the price many farmers are paid for their crop is too low � objectively
lower than the cost of production, not merely lower than some notional a b c d e f
g�e d h i j�k lmg&c e n�n o�d p�o�c p q

since 1989, been due to the low w orld price, but even when prices are firmer, small farmers are often
unable to get a reasonable share of this price. The r s t u vxw t y z {�|&u } ~ z
} • €�• ‚ƒt „�z u t w z €�t u • …&‚&†m‡ ˆ‰|&z u�~ z ‚�y

of the export price but this masks the reality that farmers normall y sell to local traders and other
intermediaries, whose mark-ups cut into the farmers� share.

Access to market
The farmers are prey to local dealers who buy the coffee and sell it on to the international markets.
With one harvest a year in most cases, farmers are desperate for cash by the time their crop is ripe and
tend to sell at whatever price they can get. This dependency on middlemen is a result (and in part
cause) of the marginali sation of the producers. Farmers may be geographicall y isolated, or lack the
transport needed to get their coffee to market. There may be other technological barriers to their direct
participation, such as a lack of processing equipment.

Some farmers lack knowledge about the market - prices, quali ty demands, trends � which not only
drives them into the arms of the middlemen, but also increases their vulnerabili ty to under-pricing. In
deali ng with a local buyer, farmers lose money if the buyer has no competition. The buyer may also
use incorrect weights, under-grade the quali ty of the coffee and drive its price down to well below the
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pressing needs. Hence I wil l sell regardless of the price, whether it is high or low. I do not have
bargaining power. The price is determined by the Chinese merchants in Dampit and I must accept
it.�

Indonesia: Bu Sukani (farmer)
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price but unfortunately he is not organised enough to benefit from this liberali sed environment. He
is very small in his operations and there are very many intermediaries between him and the
market�

Uganda: Uganda Coffee Farmers� A ssociation
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better prices, they usually deal with the agents of big buyers who often exploit them.�
Ibid.

In many areas, coffee farmers do not have legal titles to the land, even if by custom they have been
farming for generations. In such situations, it becomes impossible for the farmer to get access to credit
from the banks without the coll ateral of land and with the coffee crop itself being a very uncertain
asset.

What price survival?
In Nicaragua, drought and bankruptcy have brought starvat ion and
dest i tut ion to coffee workers.

The 2001 drought in Nicaragua was a disaster, devastating as it did the corn and bean
crops of thousands of small farmers. But in conjunction with the ongoing crisis in the
coffee trade, it was nothing short of catastrophic.

Coffee earns around a third of the country ^ s foreign exchange income; its 30,000 farms
supply around 80,000 tonnes of f ine arabica coffee beans to the world market. But the
price coll apse of recent years has graduall y eroded what litt le security Nicaraguâs
peasant farmers could once hope for. Now the outlook is extremely bleak. High quali ty
coffee that sold for $1.60 per pound in 1999 fetched just 48 cents in February 2002 - well
below the production costs of 75 cents per pound.

The crisis is affecting large as well as small growers. Big estates have had to stop paying
labourers but a few have been kept on in return for a dail y meal of beans and rice and the
promise of pay when the market improves. Many have packed up and left w ith their
famili es in search of work and food. Hundreds of makeshift camps have sprung up
alongside roads and near cities, where desperate famili es are forced to beg for food in
order to survive.
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Land
Loss of income and security has driven large numbers of farmers off the land. Tens of thousands of
Mexican coffee growers have fled their fields in search of incomes to feed their famili es. In May 2001,
of 14 who died in the Arizona desert, trying to cross into the USA to find work, almost all were
directly or indirectly dependent on the struggli ng coffee area of Veracruz. Up to six of these had
handed over land titles to smugglers as payment for their ill egal entry into the US, leaving their
relatives landless. Meanwhil e, in Nicaragua, many of its 60,000 coffee producers face losing their land
because of mass indebtedness.

The current situation echoes the social and economic chaos of the early Nineties for many growers.
Then, in the Nova A lta Pauli sta region of Brazil , most farmers had taken out loans to invest in
production, offering their land as coll ateral. When the price dropped, they were unable to pay their
debts. According to an expert from one of the local authorities, approximately 20 per cent lost their
land through debt. The �
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whereby the landowner all ows famili es to farm their land for a percentage of the takings. Low prices
led to a situation where farmers were unable to cover their costs and they were forced to leave.

Even when growers leave their plots temporaril y to find casual work elsewhere, the neglect of the
crop results in a reduction of quali ty as well as quantity, which leads to further financial losses. The
vicious circle is complete.

In August 2001, a makeshift camp was set up on the road outside Matagalpa City. Bertha
Sali nas, one of the organisers, explained that this was one of 33 camps in the area
representing more than 5,000 workers who were camping out to draw attention to their
pli ght.

Two chil dren from the camp had died the previous week; Bertha� s anger at this fuell ed
her determination to get justice for the coffee workers. � We have been coffee workers all our
li ves, and have reached a great crisis now. We are ashamed at having reached this situation. It is
the first t ime I have been at such a low level and this government is responsible for the crisis, � she
told the Foundation. The foll owing day 33 people, one from each camp, would set out for
the capital, Managua, to demand help from the government.

By the end of 2001, the government was promising jobs in road and bridge buil ding and
legislation was pushed through all owing debt-ridden coffee workers 300 days� grace
before banks could foreclose on their homes. But few jobs materiali sed and more than
12,000 coffee workers were stil l surviving on emergency food aid from the United
Nations as Christmas came and went.

Help has also come from other sources. The Inter-American Development Bank offered
$6m in loans to finance conversion to organic production or diversification into
production of other cash crops. But with spiralli ng poverty, malnutrition and consequent
health problems such as diarrhoea and anaemia rapidly becoming commonplace,
Nicaragua, along with other coffee producing countries, needs a far more concerted effort
from the international community if its coffee growers are to survive this crisis.
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uncertain conditions, with considerable difficulty in securing permanent employment.�
Brazil: Institute of Agricultural Economics.
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their wage is still low. Others migrate in groups to the forest area temporaril y and permanently,
the majority of them working in the illegal harvesting of coca.�

Peru: Pidecaf �
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to survive.�
Mario Hernandez Cordoba, director of the Coffee Council of Veracruz, Mexico.

Credi t
Lack of access to credit has become one of the key factors undermining the position of small farmers.
Without loans at a low rate of interest, it is impossible for farmers to ensure adequate care for their
crops, or to look after their famili es before the harvest. A fter harvest, the need to clear punitive debts
leads them to sell their crop quickly to the first trader, just when prices are low.

Shortage of credit also undermines the attempts of farmers to set up coll ective schemes to bypass the
midd lemen, since the co-ops themselves lack finance to buy the crop, fertili ser, equipment or
expertise.
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destroyed the lives of the once proud coffee farmers in this vil lage. If there was a way farmers could
borrow money, we would take our coffee to Bale town. The buyers know we can�t afford to process
our coffee together even if we wanted to.�

Uganda: Francis Masagwayi (farmer)
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not cover this. In general, the banks are not interested in lending to small producers as they are
considered high risk and handling costs are equal to much higher credit amounts. In many cases,
small producers do not have legal titles to their land so they can�t present real guarantees for bank
credit.�

Colombia: CETEC
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that you sell them your coffee when the season comes.�
Uganda: Charles Musoke (farmer)

Quali ty
The lack of market knowledge, finance and labour all conspire to reduce the quantity or quali ty of the
crop. As the biggest traders recognise, without a market that deli vers a decent li ving to the producers,
they cannot deli ver a quali ty product to the market.
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about how to grow and harvest coffee. Without the knowledge of husbandry techniques and post-
harvest processing, farmers are not as efficient as they could be. Most peasant farmers, who form
the majority of the growers, cannot afford improved planting materials and agricultural inputs,
and their farming methods are basic and sometimes rudimentary. This, in turn, gives them poor
quali ty coffee and very low yields.�

Uganda: Uganda Coffee Farmers Association
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Other problems beset the farmers as they produce and sell their coffee. Adverse weather conditions
such as frost, drought or too much rain can reduce the quali ty, volume and value of a crop, as can
diseases and pests. About 50 per cent of Colombia�s total coffee area has been infested by the broca, a
worm that bores into the coffee berr y. When the price was low during the early 1990s, there was li ttle
incentive for farmers to care for their crop. It was at this time that the broca took such a hold in
Colombia.
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now, that is to say their productivity is very low, while on the other hand inputs have had to
increase. As a second important consequence, the coffee plantations were infected with the broca
disease which has caused additional huge losses.�

Colombia: CETEC

When the price is low, long-term investment and care of their crop is a luxury farmers cannot afford.
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producers lost interest in the quality of coffee … It is estimated that there was an average
reduction of production by 25 per cent because of inadequate management of the coffee farms and a
reduction in quality of 15 per cent because of lack of pest control and application of fertili ser.�

El Salvador: Federación Salvadoreña de Cooperativas de la Reforma Agraria
(FESACORA)
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Fairtr ade
It is clear that there needs to be a major change in the way that coffee is traded, both for reasons of
justice and because, without it, production will continue to decli ne in quali ty, reinforcing the
destructive boom-bust cycle of recent years. Such chronic instabili ty damages everyone concerned.
Fairtrade provides a genuine alternative, a means of ensuring that growers benefit as they should
from their crops. As the Fairtrade case studies in this report clearly show (see �
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support themselves but make a vital contribution to the wider development of the region.

The history of Fai rtr ade labelli ng
Throughout Latin America and Africa, many farmers have got together to pool resources and
represent themselves coll ectively in the market place. As a group, they can afford to buy equipment to
process and grade their beans, pay for technical advice, organise transport and market their coffee.
Thus united, they greatly improve their negotiating position when it comes to selli ng their crop.
However, when coffee prices coll apsed in 1989, farmers were still unable to cover costs, let alone make
a profit. A t this point, a group of Mexican farmers li nked up with Max Havelaar, a Dutch agency.
They encouraged roasters to buy coffee directly from small farmers� organisations, thus cutt ing out
midd lemen who were profiting excessively from the growers� isolation.

In order for farmers to consistently benefit from the sale of their coffee, the buyer needs to pay a price
that covers the cost of production and all ows for investment, no matter how low the world market
fall s.

But, for a commercial roaster, who has to compete with others paying low prices, it is possible to offer
more for the beans if the consumer is also prepared to pay more. So the idea of a product label was
born. If consumers wanted to be sure that farmers had received a fair deal, they were invited to buy
coffee (and later, other products) which was guaranteed to meet criteria regarding terms of trade and
price. The FAIRTRADE Mark is that guarantee.

A fai r deal
Fairtrade coffees are bought directly from democratic small -farmer organisations under terms of trade
that include:
·  a fair price, one that covers the cost of production and all ows a margin for social, economic or

environmental investment. The minimum Fairtrade price for arabica is $1.26 per pound, for
robusta, $1.06; in February 2002 this was 162 and 488 per cent above the respective international
market prices.

·  up to 60 per cent of the contract value avail able as credit, so that co-operatives can pay farmers on
deli very of their crop and can also finance processing and shipment.

·  long-term trading relationships, enabli ng farmers to plan ahead, so they are not forced to make
quick sales at the lowest prices.

Thi rt een years on
There are now Fairtrade labelli ng initiatives in 17 countries in Europe, North America and Japan. The
umbrell a body, Fairtrade Labelli ng Organisations International (FLO), was set up in April 1997 to
co-ordinate the international monitoring and certification of producers and traders.

Today, 13 years after the first Fairtrade-labell ed coffee was launched in 1989, 350 producer groups
from 36 countries on the FLO Producers Register are supplying a growing range of Fairtrade
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products. Many are umbrell a organisations representing a number of small er co-operatives. The
producer groups represent 800,000 farmers throughout Latin America, A frica, Asia, the Caribbean and
the Pacific region; 277 of these groups, from 24 different countries, are coffee producers.

Commercial companies in all 17 FLO member countries offer Fairtrade-labell ed coffees. In 2000,
Europe imported 13,500 tonnes of green coffee beans. The value of UK Fairtrade coffee sales reached
£18.5m in 2001 (see fig. 6), taking a 3% share of the total coffee market by volume and 10.5% of the
ground coffee market.
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For a few pennies more
Guill ermo Vargas Lei ton, a coffee producer from Costa Rica, visi ted the UK during
Fai rtr ade Fort night 2002.

Guill ermo Vargas Leiton is a striking man, although he might not draw your attention in
a crowd. Sli ght, neatly dressed in dark blue trousers and a blue-and-white-striped shirt,
w ith cli pped greying beard and hair, this 41-year-old Costa Rican has a quiet, almost self-
effacing air. Yet, when he came to the UK for the launch of Fairtrade Fortnight in March
2002, he held a room of more than 150 people in Westminster, including a junior minister
of state, gripped by an eloquence that sprang from a passionate desire to communicate
one world to another. �
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needs. I came to listen to questions. These questions help very much. I shall take them back. They
give a wider view of Fairtrade, the many different participants. We need to go on thinking how we
can improve our coffee s quali ty for consumers and transmit the spirit of Fairtrade.�

He described Coocafe, the coffee co-operative of which he is a part, and the role that
Fairtrade plays in the li fe of its 4,000 members and their famili es. He said, �When you buy
our coffee you are not just buying our coffee but supporting our democracy,� these were not the
words of a politician but of a man deeply involved with his community.

He explained: �We have the chance to elect our president every four years, but the same people in
Coocafe, they are on the local health centre board, governors in our schools. This is a rural area,
away from the government. Our roads are not good; we need better water facilities; to pay for our
children to go to school. You might say the government should see to this, but they say they do not
have the money. So you are helping us to make our choices every day.�

In 1989, Coocafe, then much small er, was among the very first co-operatives to enter the
Fairtrade system. In 2001, it sold 1.4 tonnes of arabica beans, about 30 per cent of its crop,
to the Fairtrade market. Most of its members have only one hectare of land and the
majority li ve in the north of Costa Rica, one of the most marginali sed areas. Vargas is
clear that 13 years of selli ng to the Fairtrade market has produced benefits which could
not have been dreamt of otherwise.

�For my grandfather and my father, both coffee farmers, nothing changed. Between 1950 and 1988,
nothing got better. We knew we had good coffee, but working on our own, trading as individuals,
we could do nothing. Then, in 1988, we decided to form a co-operative. It gave us strength to
negotiate a better price and we were able to sell to Fairtrade. When we found that one thing had
gone well by acting together, we tried other things.�

Coocafe, which is in fact an umbrell a organisation for nine small er co-operatives, for one
of which Vargas is general manager, has already proved itself creative in developing its
capacities. On the business side, it has gone a long way towards fulfilli ng the aims with
which it started: to strengthen its producers in marketing, crop management, accounting
and communication. Coffee that is not sold to Fairtrade, because there is, as yet,
insuff icient international demand for fairly traded coffee, is sold on the conventional
export market, but at higher than normal prices because of the co-operative! s increased
knowledge of the trading system; a small proportion is also roasted for national
consumption.
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The way forward
Coffee farmers have experienced several years of real suffering and hardship during the current crisis;
many are fighting for their survival. The vast majority are peasant farmers in some of the world�s
poorest countries. They are marginali sed from the market geographicall y, culturall y, logisticall y,
technicall y and politicall y.

Whereas farmers from the OECD club of the world ! s richest countries30 are beneficiaries of
government subsidies worth $360bn a year, developing countries are hit w ith tariffs of $100bn every
year on agricultural exports to richer countries. They have also been forced to dismantle state-

The group has made substantial investments in �

� � � � ���	� � � 
���� � � 
 � ��� ��� 
�� ��� � ����� � � � � � � ��


plant has reduced water use by 80 per cent; a solar energy drying system for the green
beans has put an end to the yearly logging of three hectares of forest; organic fertili ser is
produced from the coffee pulp; and waste material from processing is disposed of safely,
instead of being washed into local rivers. But this is far from all . In the mid-Nineties
Coocafe establi shed the Caf � Forestal Foundation, which, using part of the Fairtrade
premium, works on soil restoration, tree planting and environmental education in the
wider region.

On the social side, the co-op has provided almost 1,000 scholarships for farmers! chil dren
to go to secondary school and university; helped maintain local primary schools;
developed income-generating schemes for women. Recently it purchased enough land to
give plots to 25 landless famili es. In effect, as well as farming advice, they have been
given a long mortgage, which they will pay back as harvests all ow. Like other co-op
members, they wil l grow both food for their own consumption and crops other than
coffee, such as macadamia nuts, cassava, yucca and bananas, which Coocafe also sell s to
ensure its members are not over-dependent on coffee.

Graduall y the co-operative is taking up organic methods, but, as Vargas explained, it is a
costly venture. A lthough in the long term, organic beans promise higher prices, it takes a
minimum of three years without chemicals to gain certification. During that period the
farmer has to control pests and weeds by labour-intensive means, at the same time as his
harvest is reduced by up to half. � ����� � ��� �  ! " # $%� & ' (��*) ' +���, � ' ,  �.-/" � 0%" #�1 ' +.�.2 � � 3 4*2 � � 3
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Guill ermo Vargas painted a vivid picture of a society slowly and patiently growing itself;
inspired both by its own successes and, at least in part, by its contact with people in far-
off places who buy the coffee it produces. Finall y he said: � ���%0 � 2 �7� '%& �%, � ' ( 89� & ' (��

investing all that we have. We came to talk to consumers, asking for their support, needing their
support, but without looking to the ground - we came with self-respect.�

What a huge amount can be purchased for the sake of a few pennies more.
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controll ed agricultural support programmes as conditions of loans from international institutions. To
add to this huge imbalance, agricultural imports from the richer countries are often cheaper, because
of those subsidies, than the same product grown locall y: in one stroke, farmers in developing
countries are deprived of the abili ty to effectively compete in either their home or foreign markets.
Over and above trade rules and economic theories, it is the responsibili ty of developed countries as
members of the world community to support the efforts of producer countries to sustain themselves.
The costs of not doing so, primaril y social but also environmental, make this imperative. In the global
coffee trade, this means addressing the issues behind the instabili ty and low level of coffee prices.

Consumers
Consumers are at the end of a very long supply chain in which most of the participants are as
unknown to them as they are to the producers. Despite this, many are keen to buy products that
return a decent deal to the producers or growers in developing countries. Coffees that carry the
FAIRTRADE Mark are guaranteed to have been bought as directly as possible from farmers�
organisations at a price which meets the cost of production and includes a �
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growers to develop their resources. Buying Fairtrade coffees is a positive way in which consumers can
take responsibili ty for their role in trade and contribute to the economic sustainabili ty of at least some
of the milli ons of small coffee farmers and their famili es.

A small but growing percentage of consumers are already purchasers and more could be, if opinion
surveys are correct: typicall y, 68 per cent of people indicate a willi ngness to pay more for a fairly
traded product. In 2001, UK sales of Fairtrade Marked products topped £44m, with coffee sales
accounting for £18.5m, or 42 per cent of the total. Clearly, these figures need to increase so that many
more of a growing number of farmers can participate in Fairtrade.

Retail ers and distr ibutors
Fairtrade coffees are now avail able in all but one of the major national food retail chains. They can also
be found in many other food shops and in an increasing number of catering outlets. The Co-op and
Sainsbury�s have developed Fairtrade own brand coffees. Better shelf positioning and wider use of in-
store displays would have a huge impact on sales of FAIRTRADE Marked products; too many
customers are simply unaware that these products are even stocked.

A lthough some coffee bars, such as Costa Coffee and Starbucks, now offer a Fairtrade option, many
others have yet to do so. Fairtrade is also under-represented in the burgeoning food service sector,
which includes workplaces, local authorities, transport and hospitali ty services. Consumers should
indicate their preference for Fairtrade coffees when ordering served coffee in catering outlets and
suppli ers in this sector should respond positively to growing consumer interest.

Several supermarkets are engaged in the process of implementing codes of conduct that require
suppli ers to ensure the provision of minimum employment standards at their workplaces. There is a
need for retail ers to develop parall el policies with respect to the impact of their trade on the small
farmers who produce their coffee.

Manufacturers
In the UK there are already 25 companies offering FAIRTRADE Marked coffees. As an immediate
step, all manufacturers should extend the choice avail able to consumers by offering Fairtrade coffees
alongside their other brands.

Beyond this, the small number of companies that dominate the coffee trade could take a far more
active role in recognising and helping formulate a sustainable response to the problems within the



25

industry. Seeking to stabili se the market and improve returns to farmers is in their own interests not
only as good corporate citizens, but also to ensure the future of good-quali ty suppli es and, hence, to
secure their own sales.

As part of this process, manufacturers need to adopt a more transparent way of operating, particularly
with regard to relationships between price movements in the world market and the retail market.
Buying coffee directly from producer organisations is central to increasing the prices that farmers
receive, rather than all owing profit to be accumulated by speculative traders on international markets.
There are indications that roasters and importers are beginning to deal more directly with growers,
particularly in search of quali ty or speciali ty coffees. Promoting these coffees is one route to increasing
demand and raising producer prices.

More sales could be made on longer-term contracts at fixed or pegged prices, all owing producers and
roasters to plan effectively. Such deals can be made only in long-term, open and mutuall y
advantageous relationships, and there is a need for more importers willi ng and able to facili tate these.

Stakeholders in producer countries could establish voluntary minimum coffee prices and wage rate
indicators at levels that sustain the li veli hoods of farmers and plantation workers. These would serve
as a benchmark for both sociall y responsible coffee businesses and consumers.

Government
The adoption by the House of Commons of Fairtrade Marked coffees is a helpful and practical as well
as a symbolic step. Simil ar decisions by government departments and other publi c institutions are
welcomed by coffee producers. However, government has a far greater role to play.

The government is committed to imaginative work on the social impact of business in developing
countries and has given substantial backing to Fairtrade. There is an obvious role for the Department
for International Development (DFID) in assisting the development and capacity building of coffee
farmer associations. Assistance for such programmes would represent a very cost-effective pump-
priming exercise. At home, continued government support for Fairtrade labelli ng as a vehicle for
imaginative and pro-active consumer education is needed. Consumer awareness of the situations
faced by working people in developing countries is vital to changing att itudes about what we buy.

Government representatives should also use their influence in multil ateral bodies � the EU, the World
Trade Organisation, International Coffee Organisation, United Nations Commission for Trade and
Development and the Common Fund for Commodities, especiall y � to promote solutions involving all
the parties.

World Bank and International Monetary Fund poli cies should be reviewed to ensure coherence with
the objectives of programmes establi shed by DFID, other national governments and international
development organisations. Too often, the implementation of structural adjustment poli cies and the
promotion of coffee production programmes in producer countries have been pursued without
consideration of the economic and social consequences either locall y or in a wider context. In
particular, where analysis shows that it would exacerbate global oversupply, the government should
chall enge investment in new or expanded coffee production, whether it originates from the World
Bank, international development organisations or multinational corporations.
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The internat ional level : producer countr ies,
inst i tut ions and mul t inat ionals
Producer countries should promote quali ty improvement programmes in order to capitali ze on the
market�s increased demand for high-quality coffees and the higher prices they command. This would
also help break the vicious circle of low prices depressing coffee quali ty, which in turn reduces
consumer demand.

Producer countries should also work to increase domestic and regional consumption to reduce
dependency on export sales.

The International Coffee Organisation, the Association of Coffee Producing Countries and Oxfam,
among others, support plans aimed at restoring the balance in supply and demand. These include the
destruction of a substantial number of coffee trees and/ or the destruction of five per cent of low-
quali ty coffee stocks held in producer countries. This badly needed short-term strategy would need to
go hand-in-hand with compensation payments to farmers and assistance in developing alternative
income-generating activities. The World Bank and multinational coffee companies could reasonably
be expected to finance this. However, such programmes would require agreement between and
poli tical commitment from producer countries to ensure the maintenance of supply-control measures.

The government should lobby the EU and the WTO to end immediately the escalating tariff systems
that all ow green coffee beans to enter Europe duty-free but which slap tariffs on processed coffee. This
prevents major players from adding value to their coffee, leaving them li ttle choice but to increase
exports to balance their trade. Without tariff escalators, coffee-producing countries would have the
incentive to develop their processing industries.

A ll parties therefore need to undertake a range of co-ordinated initiatives if the coffee crisis is to be
brought to an end. Clearly, this will not be achieved quickly. But in the meantime, we can all buy
FAIRTRADE Marked coffee; doing so will make an immediate difference to coffee farmers and their
organisations and wil l signal our support for much wider change in the economic relationships
between rich and poor countries.
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