Webinar ICO CPPTF
TWS3- TWS1 - TWS2
- First Webinar on
Living Income for
coffee farmers in
due diligence
regulations




Towards prosperity in the coffee sector

A common recognition that prosperity for all is central to the sustainability of the coffee sector

Vision of Prosperity with living income as a milestone...
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Legislation as a driver for sustainable market transformation

Towards institutionalization of living income in the coffee sector (and beyond)

» 1. Inception 2. First movers 3. Critical mass 4. Institutionalization
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Recommendation for including living income into the EU CSDDD

Include Living income into the legislation, but approach implementation through an economic pact

L GAP

ACTUALINCOME «

 mEsEEEEEE
:

x

Economic pact:

Living income is a shared responsibility

Closing gaps requires money. How will we finance the
transition?

What data is needed in order to measure progress?
What other agreements need to be made in order to

support income gap closure?
» How to ensure inclusion?

\

Creating a common language
and metrics in country (TWS 1):
* Understand the benchmark

» Understand current incomes

* Understand the gap

» Correct for inflation

» Establish a process/procedure for
measurement
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Viability criteria at farm-level,
fe.:

* Land size

*  Productivity

* Cost of production (TWS 2)

» Opportunities for diversification

Transparency in the supply

chain:

» Understand value distribution
within the supply chain

* Understand how much of the
price is going to farmers (TWS 2)

* What are barriers to increased
transparency in the supply chain?

Other:

* Recognition that closing living
income gaps is a shared
responsibility

» Collaboration to define where
responsibility starts and where it
stops — f.e. how to deal with
diversified farms?

* What other mechanisms can be
used to finance the closure of
living income gaps







IDH iIs taking ambitious,
aligned actions to close
Living Income gaps

Helps companies to take ambitious, aligned actions to close
living income gaps of farming households.

Outlines a range of steps, guiding questions and resources that
are designed to be dynamic and used simultaneously.

Identifies data-driven tools to strengthen data alignment and
help guide company journeys to close living income gaps in their
supply chains.

Encourages multi-stakeholder
partnerships for impactful action.




Key factors determining EU legislation effect on
commodity production markets

High % of commodity
exported to the EU

In producing countries, the
effect of the EU regulation on

exported products will depend —]
on two key factors: e“
- The share of volume Coffee: Brazil

exported to the EU

- The share of smallholder
farmers compared to large
scale farmers / plantations

Low % of
smallholder
farmers

*Deforestation risk and price (g

differentials will determine
market dynamics within these
segments

Soy: Brazil

Q Low % Of commodity

exported to the EU

'(.) Cocoa: Céte d’lvoire,

Ghana, Cameroon

G Coffee: Vietham
20 ’

Uganda, Indonesia

High % of
smallholder
farmers
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Palm oil: Malaysia,
Indonesia




©
The potential effect of EU legislation on commodity production

N

=2 The biggest opportunities Companies stay engaged and invest in
are where small farmers High % of commodity longer term sourcing relations and
dominate and the EU is the exported to the EU transparency

biggest buyer e.g Cocoa
and Coffee from Africa

(. Cocoa: Cote d’lvoire, Ghana,

- The are where ;
. Plantation/ranch Biggest - Cameroon
smallholders dominate but ‘.’v“ Lo opportunities for P
the EU is not a dominant S accelerates forests and small é“ mf;iirs\igetnam, Uganda,
\ buyer e.g Palm in SE Asia J gg:;e: farmers
Low % of High % of
smallholder smallholder
farmers farmers

Biggest risks to SH \\E Palm oil: Malaysia,
J inclusion and EU @:* Indonesia
J facing companies
Soy: Brazil investing in forest
hot spots
- Switch to sourcing from plantations
within their own supply chain
Different scenarios based on costs: -~ When volume from plantations is not
1. Switch to other producing countries Low % of commodity enough, invest in traceability for _
2. Invest in segregation if cost is lower exported to the EU Szl 2,  EUEEE N S0 L EES E
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