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Background 
 
1. The International Coffee Organization is the designated International Commodity 
Body (ICB) for coffee and has responsibility for formally submitting projects to the Common 
Fund for Commodities (CFC).  As an ICB, it is also responsible for prioritization, 
formulation and supervision of projects and for seeking stakeholder, and most particularly 
target beneficiary participation. 
 
2. The Manual for the preparation and management of projects to be financed by the 
Common Fund for Commodities states that the process of project formulation starts with the 
definition of a clear development strategy for the commodity concerned by the designated 
ICB.  This document contains an update of the development strategy for coffee which was 
approved by the International Coffee Council in May 1995, contained in document 
EB-3531/95 Rev. 2.  It identifies and prioritizes coffee development issues, and indicates 
measures to address them, in order to assist the process of formulating projects for 
consideration by the CFC.  However, it may also be seen as a general statement of strategic 
priorities independent of its specific role as a reference for projects. The strategy document 
contains the following sections: 

I. Brief profile of coffee 
II. International cooperation on coffee 
III. Prospects and potential 
IV. Problems encountered by coffee 
V. Development strategy and action programme 
VI. Identification of beneficiaries 

Annexes 
I. Statistics 
II. List of coffee-producing LDCs 
III. List of project ideas raised at the CFC round table in Guatemala 
IV. List of project ideas raised at the CFC round table in Africa 
 

Action 
 

The development strategy for coffee has been officially transmitted to the Common 
Fund for Commodities by the Executive Director. 

EB 3768/01 Rev. 2 
  
 
6 November 2001 
Original: English 
 
 
Common Fund for Commodities 
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I. BRIEF PROFILE OF COFFEE 
 
1. Coffee is remarkable for being produced in almost all non-arid countries in the 
tropics. There are over 50 countries producing significant amounts of coffee; in many of 
these, earnings from coffee exports are of vital importance to the country’s balance of 
payments, with coffee accounting for over 25 percent of total export earnings in at least nine 
countries and, in some cases, representing over 75 percent of such earnings. A further 
characteristic is that, with minimal exceptions, coffee is produced in developing countries, 
including a significant number of least developed countries (LDCs). Apart from Brazil, the 
second largest coffee consuming country in the world behind the USA, the bulk of 
consumption, on the other hand, takes place in industrialized countries. Coffee is an 
important agent of development, providing a livelihood for some 100 million people around 
the world, generating cash returns in subsistence economies and, since coffee production and 
harvesting is labour-intensive, providing an important source of rural employment, both for 
men and women. 
 
2. The coffee tree is grown for its fruits, which contains one or more usually two “coffee 
beans”. After various stages of processing, these beans are roasted and used primarily in the 
preparation of a beverage known throughout the world. Of the numerous botanical varieties 
of coffee trees, only two are cultivated and utilized commercially to any large extent 
worldwide. One is Coffea arabica, usually known as Arabica, accounting for some 70 percent 
of world production. The other one is the Robusta coffee tree, derived from the Coffea 
canephora species and usually known as Robusta.  After the ripe berries have been harvested 
two methods are used to remove the envelope or husk from the beans so as to obtain the 
marketable green coffee: the wet and the dry methods.  
 
3. In the wet method the beans are separated from the cherries by consecutive operations 
involving considerable quantities of water, consisting of pulping, fermentation to remove 
mucilage, drying and hulling. In the dry method the harvested berries are placed on racks to 
dry in the sun for some three weeks, following which hulling can take place. The harvest time 
(crop year) depends on the geographical zone and climate. In some countries the harvest 
starts on 1 April, whereas in other countries it starts on 1 July or 1 October (See Annex I, 
Table 1: Total production of exporting Members, crop years 1995/96 to 1999/2000). 
 
4. Although there is a multiplicity of specific grades traded worldwide the International 
Coffee Organization recognizes four main groups (See Annex I, Table 3:  Exports by 
exporting Members, 1995/96 to 1999/2000): 
 

(a) Colombian Mild Arabicas, exported by Colombia, Kenya and Tanzania; 
(b) Other Mild Arabicas, exported by other Arabica producing countries; 
(c) Brazilian and other Natural Arabicas exported by Brazil, Ethiopia and 

Paraguay;  and 
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(d) Robustas, generally produced in Africa, in some countries in Asia and also in 
Brazil. 

 
5. Excellent coffees in terms of their organoleptic characteristics can be produced in all 
these groups.  However, these characteristics do vary and certain groups of coffee are 
favoured above others with respect to their use in particular preparations or brewing methods.  
Data on the prices obtained by the various groups are shown in Annex I, Table 6:  Indicator 
prices, monthly and annual averages, 1996 to 2000. 
 
II. INTERNATIONAL COOPERATION ON COFFEE 
 
6. The principal issues with respect to coffee are summarized clearly in the Preamble to 
the International Coffee Agreement 2001, in which participating Governments recognize: 
 

– the exceptional importance of coffee to the economies of many countries 
which are largely dependent upon this commodity for their export earnings 
and thus for the continuation of their development programmes in the social 
and economic fields; 

– the importance of  the coffee sector to the livelihoods of millions of people, 
particularly in developing countries, in many of which production is on small-
scale family farms; 

– the need to foster the development of productive resources and the promotion 
and maintenance of employment and income in the coffee industry in Member 
countries, thereby bringing about fair wages, higher living standards and better 
working conditions; 

– that close international cooperation on trade in coffee will foster the economic 
diversification and development of coffee-producing countries, will contribute 
to the improvement of political and economic relations between coffee 
exporting and importing countries, and will provide for increasing 
consumption of coffee; 

– the desirability of avoiding disequilibrium between production and 
consumption which can give rise to pronounced fluctuations in prices harmful 
both to producers and to consumers. 

 
7. The 2001 Agreement represents the main instrument for international cooperation on 
coffee and hence provides the most appropriate framework for the establishment of a 
development strategy for coffee. For this reason it is worth recalling the specific objectives of 
the Agreement, established in Article 1, which have clear strategic implications: 
 

(1) to promote international cooperation on coffee matters; 
(2) to provide a forum for intergovernmental consultations, and negotiations when 

appropriate, on coffee matters and on ways to achieve a reasonable balance 
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between world supply and demand on a basis which will assure adequate 
supplies of coffee at fair prices to consumers and markets for coffee at 
remunerative prices to producers, and which will be conducive to long-term 
equilibrium between production and consumption; 

(3) to provide a forum for consultations on coffee matters with the private sector; 
(4) to facilitate the expansion and transparency of international trade in coffee; 
(5) to act as a centre for and promote the collection, dissemination and publication 

of economic and technical information, statistics and studies, as well as 
research and development, in coffee matters; 

(6) to encourage Members to develop a sustainable coffee economy; 
(7) to promote, encourage and increase the consumption of coffee; 
(8) to analyse and advise on the preparation of projects for the benefit of the world 

coffee economy, for their subsequent submission to donor or financing 
organizations, as appropriate; 

(9) to promote quality;  and 
(10) to promote training and information programmes designed to assist the 

transfer to Members of technology relevant to coffee. 
 
8. In addition to these objectives a number of functions and activities are required by 
specific Articles of the Agreement. 
 
III. PROSPECTS AND POTENTIAL 
 
9. In order to meet the demands of a changing and in many ways hostile external 
economic environment most commodity-dependent countries must face a restructuring of 
their economies.  It is commonly agreed (see, for example, Resolution Number 93 (IV) of the 
UNCTAD) that the longer-term objective of this process should be diversification away from 
excessive dependence on primary commodities towards industrial development. 
Nevertheless, the achievement of this objective has been made much more difficult by the 
prolonged period of depressed commodity prices, mainly arising from an excess of supply 
over demand, which has been particularly severe in the case of coffee.  In early 2001 the ICO 
composite indicator price was around 47.50 US cents per lb. of green coffee compared with a 
range of 120 – 140 US cents maintained during most of the 1980s, representing a drop of 
over 60 percent in nominal and 75 percent in real terms.   
 
10. Nevertheless coffee has a number of long-term strengths. Firstly, it generates 
substantial employment in rural areas;  secondly, it is in the main a crop which is beneficial to 
the environment; thirdly, it is often one of the few tropical agricultural products which can 
generate both cash income to growers and hard currency export earnings, and lastly, it is very 
widely consumed throughout the world, with a considerable range of differing product 
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preparations and qualities reaching up to high-value “gourmet coffee”.  Awareness of these 
factors is uneven and there remains considerable potential to expand consumption in a 
number of countries with large populations. 
 
IV. PROBLEMS ENCOUNTERED BY COFFEE 
 
11. Coffee is subject to a number of pests and diseases, which need to be fought since 
they may reduce, both yields and quality.  Moreover, the marketing of coffee has seen many 
changes over the last 10 years during which many countries have moved towards liberalized 
trading systems.  The challenge is to ensure a healthy and competitive trading environment in 
which the interests of the stronger commercial sectors of the global industry do not outweigh 
the needs of the less advantaged developing countries.  The problem of low prices is seen as 
one of particular concern, resulting in more poverty and lower quality. Moreover, the high 
degree of price volatility is also a problem, particularly to the millions of smallholders who 
depend on coffee for their livelihoods.  Finally, the increasing amount of regulatory measures 
currently being introduced on grounds related to environmental or public health concerns and 
imposed tariff barriers to added value coffee (or finished goods) need to be carefully 
monitored in order to avoid effects that may be inappropriate and detrimental to the coffee 
trade and its products. 
 
Strategic issues 
 
12. More specifically, to create a more favourable atmosphere for economic restructuring 
and to avoid long periods of depressed commodity prices, it is essential to: 
 

– reduce excessive short-term fluctuations in prices and export earning; 
– maintain prices at levels which are remunerative to producers while taking 

into account the interests of consumers; 
– improve market access and reliability of supply; 
– diversify production and expand processing in exporting countries; 
– improve market structures;   
– enhance the participation of producing countries in the marketing, transport 

and distribution of their commodity exports; 
– promote a favourable image for coffee; 
– promote the contribution of coffee to poverty alleviation and living conditions 

of smallholders. 
 
13. The attainment of such objectives should be at the core of any long-term coffee 
development strategy. 
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V. DEVELOPMENT STRATEGY AND ACTION PROGRAMME 
 
14. In the case of coffee the specific objectives listed in Article 1 of the 2001 Agreement 
identify the main areas for overall consideration.  Following from these, seven main strategic 
areas for action may be identified, listed in approximate order of priority.  Although in this 
document it is not appropriate to identify specific project areas, Annexes III and IV contain a 
list of project ideas developed at the CFC regional round table meetings on commodity 
development in Latin American and the Caribbean region, and in Africa, as an example of 
possible areas of action. 
 
1. Promotion of a sustainable coffee economy 
 
15. It is vital that coffee production and processing should take into account criteria to 
ensure environmental sustainability.  It is also necessary that the economic environment 
should be such as to encourage stability and reasonable living standards for the populations 
involved with coffee by increasing the returns to, and welfare of, producers, ensuring 
meanwhile that adequate care may be given to maintaining quality rather than the amount of 
coffee produced. The Organization wishes to encourage the improvement and diversification 
of old coffee plantations towards more market-oriented and environmental plantations, such 
as organic, gourmet and shade grown coffee in areas previously natural forest (see also 
Point 3 below). It also seeks to promote the use of friendly environmental technologies 
through the production and processing chain, integrated biological pest control and improved 
technology for the washing process. 
 
2. Market improvement 
 
16. With the transition in many exporting countries to liberalized marketing systems, care 
is needed to ensure that the benefits of increased market flexibility are not jeopardized by the 
elimination of necessary functions previously undertaken by marketing boards and similar 
regulatory bodies, and that there are sound institutions at the domestic and international levels 
to develop and implement relevant policies and programmes. Besides this the coffee sector in 
many exporting countries consists of large number of smallholder farmers who need 
assistance to strengthen grass root organisations, develop their capacity to compete in the 
market, get access to commercial credit, cope with price volatility through risk management 
and generate benefits to their communities. In certain importing markets the Organization 
may also be able to assist, through training and educational programmes, in improving 
expertise and trading methods and in facilitating contacts with suppliers in exporting Member 
countries. In the interests of a healthy and competitive trading economy it is important that 
traders in producing countries have the necessary degree of commercial expertise, access to 
credit and appropriate legal framework to function effectively. 
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17. There are considerable differences in countries' ability to assess coffee trade-related 
issues and subsequently benefit from the results. The Organization also seeks to evaluate and, 
if appropriate, propose new instruments of international cooperation designed to monitor 
particular coffee market trends that might be of interest to Members.  These could be 
undertaken in collaboration with the World Bank, the World Trade Organization and regional 
organizations. 
 
18. In view of the way in which various market factors operate in the process of price 
determination it is also necessary to study factors affecting the market arising from the nature 
of futures trading and the complete range of influences on price levels and fluctuations, 
including the mode of operation of the various players in the markets. 
 
3. Protection against pests and diseases 
 
19. Action against pests and diseases is important not only to protect the economies of 
producing countries and the livelihood of farming populations but also to protect the quality 
of the product.  Care is needed when developing protection programmes to ensure that these 
are as environmentally friendly as possible. Such programmes could include the conservation 
of germplasm of wild coffee species threatened by the rapid destruction of natural forests as 
well as key features such as resistance to pests and diseases, tolerance to adverse growing 
conditions, yield potential, and cup and technological quality. 
 
4. Encouraging consumption 
 
20. In the long-term a healthy coffee industry is conditional on the maintenance of 
consumption and its increase in areas where coffee is not well known as a consumer product.  
This implies action in traditional and non-traditional markets, including in certain coffee-
producing countries themselves, to stimulate demand and encourage a positive image of 
coffee among consumers. In order to maintain high quality coffee, the Organization 
discourages trading coffee with less than the equivalent of 95 percent of green coffee as the 
basic raw material, and seeks to encourage quality enhancement programmes.   
 
5. Quality enhancement 
 
21. The maintenance and improvement of quality are crucial to sustain consumption in 
the long term, add value to the product and protect it against contamination.  This can be 
done through disseminating awareness of marketing and preparation methods appropriate to 
high quality coffee, improving cultivation, processing, storage and transportation practices, 
and through protection against pests, diseases and contamination during storage. Schemes to 
improve marketable standards and divert undergrades to alternative uses also merit 
consideration, both as a means of raising overall quality and to support the market in times of 
depressed prices. 



- 8 - 
 
 
 

6. Research and development of  new technologies 
 
22. New technologies are under development in a number of areas and include: 
ecologically more beneficial wet processing, plant breeding, genetically modified plant 
material, improved soluble coffee manufacturing processes, and Internet trading. It is 
important that appropriate technological advances be developed, evaluated and disseminated 
to the benefit of the world coffee community, and that increased exchanges of information 
amongst producers be promoted. 
  
7. Emergency assistance 
 
23. In cases where producing countries have suffered large decrease in production for 
reason of “force majeure”, it may be appropriate to encourage programmes to secure a 
recovery in production capacity, providing increases are not of a scale to exert an adverse 
effect on the supply-demand balance.  Such action assists in ensuring that characteristic 
coffees remain available to the market, in safeguarding the exploitation of comparative 
advantage and, not least, in providing an important source of employment in view of the 
labour-intensive nature of coffee cultivation.  As part of this strategy, emphasis is given to 
promoting studies/technical assistance on coffee development in countries that have suffered 
major natural disasters and/or war disruption. 
 
24. In countries under reconstruction, in order to alleviate poverty and help families with 
resettlement, the Organization promotes rehabilitation of coffee plantations (with special 
support for the development of disease resistant and high yielding plant varieties) and 
marketing systems. 
 
VI. IDENTIFICATION OF BENEFICIARIES 
 
25. The target groups of beneficiaries can be identified with reference to populations 
suffering substantial poverty, populations and economies heavily dependent on coffee, areas 
where there are few viable economic alternatives to coffee and areas where coffee growing 
provides stable rural employment where the alternative may be disruptive population 
movements to urban areas or cultivation of socially harmful products.  Many coffee-
producing countries are LDCs, as listed in Annex II, and action in favour of coffee would 
include targeting this category effectively.  
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Annex I  –   Statistics 
 
Annex II  –  List of coffee producing LDCs 
 
Annex III –  Proposals for projects arising from the CFC regional round table meeting 

on commodity development in Latin America and the Caribbean 
(document EB-3759/00) 

 
Annex IV –  Proposals for projects arising from the CFC regional round table meeting 

on commodity development in Africa 



 

ANNEX I 
 
 

STATISTICS 
 
 
 Table 
 
 1 Total production of exporting Members  

Crop years 1995/96 to 1999/2000 
 2-A Domestic consumption of exporting Members  

Coffee years 1995/96 to 1999/2000 
 2-B Consumption in importing Member countries 
  Coffee years 1995/96 to 1999/2000 
 2-C Consumption in non-member countries 
  Calendar years 1994 to 1998 
 3 Exports by exporting Members to all destinations 
  Coffee years 1995/96 to 1999/2000 
 4 Imports of all forms of coffee by importing Members from all origins 
  Coffee years 1995/96 to 1999/2000 
 5 Value of exports of all forms of coffee by each exporting Member to all 

destinations as a percentage of the value of exports of all commodities 
January-December 1995 to 1999 

 6 Indicator prices 
ICO daily composite, Other Milds and Robustas 
Monthly and annual averages 1996 to 2000 

 



















 

ANNEX II 
 
 

LIST OF LEAST DEVELOPED COUNTRIES (LDCs) 
 
LDC Members of the Common Fund and the International Coffee Organization 
 

Country      Region 
 

Angola       Africa 
Benin       Africa 
Burundi      Africa 
Central African Republic    Africa 
Congo, Democratic Republic of   Africa 
Equatorial Guinea     Africa 
Ethiopia      Africa 
Guinea       Africa 
Haiti       America 
Madagascar      Africa 
Malawi      Africa 
Rwanda      Africa 
Tanzania      Africa 
Togo       Africa 
Uganda      Africa 
Zambia      Africa 
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LIST OF PROJECT IDEAS RAISED AT THE 
CFC ROUND TABLE IN GUATEMALA 

 
Production-related proposals 
 
1. “Research into technologies for coffee drying” (e.g. solar technology) 
 Countries:  Costa Rica, Ecuador, Jamaica and Guatemala 
 
2. “Establishment of centres for washing and processing coffee” 
 Countries:  Haiti, Cuba 
 
3. “Implementation of computer-based information system covering all activities in the 

coffee chain” 
Countries:  Costa Rica, Ecuador, Guatemala 

 
4. “Increased information exchange among producers” 

Country:  Haiti 
 
5. “Promoting the formation of cooperatives of small farmers” 
 
6. “Research on how to contain new coffee diseases” 
 
7. “Adoption of agro-ecological approach to minimise use of chemicals and pesticides”  

Country:  Cuba 
 
8. “Improvement of coffee quality” 

Country:  Honduras 
 
9. “Measures to increase coffee yield” 

Countries:  Honduras, Cuba 
 
Consumption-related proposals 
 
10. “Increasing consumption of quality coffee in the tourist industry” 

Country:  Cuba 
 
11. “Development of policies and strategies to overcome market imbalances” 

Countries:  Mexico, Haiti 
 
12. “Study on the beneficial health effects of coffee consumption” 
 Country:  Costa Rica 
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13. “Development of niche markets” 

Country:  Cuba 
 
14. “Development of organic coffee and cost effective certification procedures” 
 Country:  Cuba 
 
OTHER PROPOSALS 
 
15. “Measures to reduce the long chain of intermediaries” 

Country:  Haiti 
 
16. “Crop diversification” 

Country:  Honduras 
 
17. “Identification of suitable agro-forestry measures for diversification from coffee 

production” 
Country:  Honduras. 

 
18. “Increase of value added coffee products in producing countries” 
 
19. “Use of coffee waste to create natural fertilisers and compost” 
 
20. “Treatment of residual water from coffee washing stations” 
 
21. “Decomposition of coffee hull into easily handled manures for soil treatment” 
 Country:  Jamaica 



 

ANNEX IV 
 
 

LIST OF PROJECT IDEAS RAISED AT THE 
CFC ROUND TABLE IN AFRICA 

(Held in Cairo, 1999) 
 

Working Group II  –  Coffee, Cocoa and Tea 
 
Chairman: Mr. Fred Mwesigye, Ministry of Tourism, Trade and Industry, Uganda 
Secretary: Mr. Caleb Dengu, Associate Project Manager, CFC 
 
 

The Working Group identified the key problems, which were found to be common 
among commodities and countries, and identified possible solutions: 
 
(1) Input credit 
 

It was noted with concern that input credit to small producers had collapsed or is now 
non-existent in most producing countries. This has led to the continuous decline in 
production per hectare, declining incomes and increasing poverty. 

 
It was proposed that CFC should design and pilot input credit schemes with minimum 
transaction costs. Tanzania was chosen to take the lead in this area. The project title 
will be “Designing and piloting suitable credit schemes for small producers in 
selected African countries”. 

 
(2) Producer co-operatives or organizations 
 

It was noted that following the abolition of marketing boards, small producers are 
now fragmented and weak. This has reduced their capacity to receive research and 
extension service, price information, access to credit and bargaining power. This has 
increased the risk and transaction costs of small producers. 

 
It was suggested that CFC should finance a project to mobilize and structure producer 
associations in the various commodity sectors by training extension officers in co-
operative management. Nigeria and Uganda kindly agreed to take the lead in 
developing this project,  “Creating and strengthening coffee producer 
organizations in selected African countries”. It was noted, however, that CFC could 
not support institution building. 
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(3) Ageing plantations and ageing farmers 
 

It was noted with concern that in some countries plantations are over forty years old 
and farmers are over sixty years old. Young farmers in some countries are not 
entering the coffee and cocoa production sector. 

 
It was proposed that farmer incentive packages have to be developed which include 
new genetic material on high yielding and disease resistant varieties and a financing 
package. Nigeria kindly agreed to take the lead with the assistance of the InterAfrican 
Coffee Organization: “Rejuvenation of the coffee and cocoa farming sector by 
supporting young farmers and promoting the use of high yielding and disease 
resistant varieties”. 
 

(4) Demand management 
 

It was recognized that production increases should be matched by consumption 
increases. It was noted that domestic consumption of coffee was very low in African 
markets compared with other expensive beverages like coca-cola. It was suggested 
that more promotion within and outside Africa should be initiated. The countries 
proposed the CFC to finance promotion in selected markets in Africa. The 
International Trade Centre and InterAfrican Coffee Organization agreed to lead in the 
development of this project: “Promotion of coffee consumption in Africa”. 

 
(5) Declining coffee, cocoa and tea prices 
 

The meeting noted that the prices paid to producers continue to decline while the 
prices of final products are increasing. The meeting felt that one or more sectors in the 
chain are taking a disproportionate share of the price paid by the consumer. It was felt 
that the reference market should be the consumer because the price difference between 
the New York or London price with the consumer price is too wide. 

 
It was proposed that CFC should finance a study of the pricing or costing system in 
the chain from the producer to the consumer and to establish how much is being 
claimed by each sector in the chain. ICO and ICCO will jointly sponsor the project 
preparation: “Analysis of coffee and cocoa pricing structure from production to 
the final consumer”. 

 
(6) Financing 
 

It was noted that financing was a big constraint to production, trade and marketing for 
indigenous players. It was proposed that CFC should make available credit facilities at 
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internationally competitive rates to indigenous organizations through local financial 
institutions. Limitations of CFC lending capacity for projects, which have private 
entities as borrowers or require large financial resources, were however noted. Kenya 
kindly agreed to develop this project: “Structured production and trade credit to 
the coffee and cocoa sectors in selected African countries”. 

 
 
(7) Research capacity and supply of new material 
 

It was observed that research capacity in Africa is contracting because of lack of 
support. There is a need to strengthen the research capacity in order to provide the 
high yielding and disease resistant varieties of rootstock to African producers. It was 
proposed that CFC should finance production of the material through strengthening 
the research institutes in selected producer countries. Zimbabwe and the InterAfrican 
Coffee Organization offered to develop this proposal: “Breeding rootstock of high 
yielding and disease resistant coffee to rehabilitate African plantations”. 

 
(8) Project Preparation Facility 
 

The Working Group proposed that CFC should facilitate the preparation of these 
projects through the Project Preparation Facility where possible to enable the 
volunteering countries and institutions to develop these multi-country projects. 
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