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Coffee pickers carry their crop in Costa Rica in 
November.

By CAROLINE HENSHAW in London and JEAN GUERRERO in Mexico City

Rising prices have upended the coffee trade, as multinational brokers increasingly woo farmers away from local 
cooperatives in the world-wide scramble for beans.

These locally managed groups were formed decades ago to pool the production of individual farmers and give 
them a bigger say at the bargaining table—and a higher price for their coffee.

Now, with demand robust but supplies of the coveted arabica variety constricted by back-to-back poor harvests in 
parts of Central and Latin America, representatives from big trading houses such as Nestlé SA and ED & F Man 
Holdings Ltd. are offering to pay cash immediately and at prices above what cooperatives had been offering.

Usually, farmers agree to sell coffee to cooperatives at a price 
fixed months in advance. The groups take on the risk of volatile 
commodity prices. They in turn strike agreements with roasters 
and set prices based on a benchmark such as arabic coffee 
futures traded on ICE Futures U.S.

This year, however, prices continued to rise after cooperatives 
fixed their prices. Coffee futures are up 53% over the past year, 
although the front-month contract for July delivery fell 1.9%, or 
4.8 cents, in Friday to close at $2.5255 a pound.

This proved too tempting to many farmers, who opted to break 
their pledge to deliver to the cooperative and instead sold coffee 
to cash-flush multinationals. Cooperative officials say such 
defaults have become more widespread, leaving them in a 
tenuous financial position. Over the longer term, if cooperatives 
weaken or if their numbers dwindle, farmers won't have as 
much financial support in the event that prices plunge. The 
organizations traditionally maintain rainy-day funds to aid their 
members in tough times.

Big trading companies defend their practices, saying coffee 
growers have the final say on to whom they sell and have the 
right to capitalize on high prices.

Alvaro Gomez, the general manager of the 6,200-member 
Coocafe cooperative in Costa Rica, says the cooperatives have lost around a third of their share of exports because 
of the growing competition from large companies. 
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"For cooperatives, it's very difficult as we can only compete with a small amount of capital; we don't have the 
same economic power as these big companies," he said.

Not only have the higher prices resulted in cutthroat competition, they've created financing difficulties for 
cooperatives. Coocafe is spending $8 million this year to buy coffee from farmers, compared to $2.5 million last 
year. Banks are reluctant to lend more money to cooperatives, and the higher rate of defaults makes it more 
challenging to keep up with interest payments.

In the Mexican state of Oaxaxa, the president of the producer 
committee, Leonor Fernández Allende, says the multinationals often 
pay higher prices in cash, which poor farmers find hard to refuse. 

"Suppose [the cooperative] is paying 46 pesos a pound," she says. 
"Well, they'll offer 50," adding that the committee doesn't have the 
financial wherewithal to keep on bidding prices higher. 

Some cooperatives, though, are fighting back.

Gerardo Alberto de Leon, manager of trade at the Guatemalan coffee 
cooperative Fedecocagua, says his co-op has had to raise its purchasing 
price above the price it fixed at to stop farmers selling to 
multinationals.

"We had to go to the producers and say look, you guys fixed at $1.80, 
and today it's at $2 a pound. So let's make an agreement: We're going 
to increase the price 20 cents but please don't sell your coffee to the 
intermediaries…or transnationals any more," he says. Cooperative 
officials say it remains to be seen if such tactics will prove effective.

Trading companies say their activities are meant to complement those 
of cooperatives, not drive them out of business.

Swiss-based Ecom Agroindustrial Corp. Ltd. sends out teams to "convince producers to sell to our processors," 
but in the end it's the producers' choice, said Eladio Sanabria, head of sales and purchases for Ecom's Costa 
Rican division, Cafinter SA. 

Nestlé México's commodities procurement manager, Jesus Rojas Flores, says the company buys the majority of 
its coffee from Nestlé-certified processing plants throughout the country, from which representatives sometimes 
go out and buy directly from individual producers.

"We're continuing to increase our direct purchasing [from farmers] in order to have a better relationship," he 
said. 

—Leslie Josephs in New York contributed to this article.
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