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‘Fair trade’ movement flouts economic reality

By JORDAN J. BALLOR
T he Brazilian government hasjust
completed the mapping of more
than 200,000 DNA sequences of
coffee varieties grown in the country.
ThisDNA databank isbeing touted asa
resourcethat will allow local industry to
double the amount of coffee produced,
while increasing the flavor and quality
of the beans.

Brazil is aready one of the world's
largest coffee producers. The U.S. De-
partment of Agricultureestimatesthat in
2004-05, Brazil will export 42.4
million bags, weighing 132 |bs.
each. In 2002, when Brazil ex-
ported just under 30 million
bags, it already accounted for
about athird of total world ex-
ports according to the Interna-
tional Coffee Organization.

If theBrazilian estimatesare
even closeto reality thistechni-
cal innovation even further
floods an already saturated world coffee
market. This putsfair trade coffee advo-
cates, aready coping with the effects of
aglobal glut in beans, into an even more
precarious position. The current market
price of 50 to 60 cents per pound for
growers has sent many fair trade groups
around the world into atizzy, asthe fair
traders contend that such apriceissim-
ply not enough to live on.

The fair trade answer to the coffee
crisisissimple: fix the price of coffee at
aleve that will provide an adequate stan-
dard of living for the farmer. Currently
fair traders affirm that thisfair level isa
minimum of $1.26 per pound.

Increasingly, thefair trade campaign
isfinding new adherentsin religious or-
ganizations, which are busily issuing
guidelines for consumers. In churches
and synagogues all over America, the
onceideologically innocent coffeeklatch
has become a forum for international
trade policy.

Prominent religious advocates of fair
trade include the Interfaith Fair Trade

Initiative, an outreach of Lutheran World
Relief, and the Presbyterian Coffee
Project of the Presbyterian Church
(USA). In December of 2003, Catholic
Relief Servicesannounced the launch of
an effort to boost fair trade coffee con-
sumption among the nation’s 65 million
Catholics.

These groupsloveto scapegoat “glo-
balization” for the plight of coffeefarm-
ers, but in doing so, religious fair trade
advocates risk being turned into mere
marketing tools for the fair trade move-

Fair traders ignore one of
the main reasons coffee
growers face price drops:
worldwide production has

greatly expanded.

ment. Unableto affect the oversupply of
beans, religious advocates are forced to
attempt to promote consumption of cof-
feetoincrease demand. Should churches
really be in the business of pushing caf-
feine?

Theartificial and arbitrary measures
at the heart of the fair trade philosophy
fly in the face of economic reality. The
law of supply and demand isamajor fac-
tor in regulating the price of coffee, as
with most commodities. The economic
price mechanism takesinto account ava
riety of factors that an artificial price
standard cannot hopeto deal with justly.

Thus, fair traders ignore one of the
main reasons coffee growers face price
drops: worldwide production hasgreatly
expanded. Worldwide coffee production
hit historic highs in 2002, and because
of a long buildup of surplus finally
showed a 15 percent decline last year.
There's simply too much coffee on the
market, and demand isn’t increasing to
match the supply. The success of Brazil's
DNA innovation would only exacerbate

the world's coffee problems.
The fair trade movement represents
a wholly inadequate response to the
growing coffee crisis, asit argues for a
compl ete standardization of its price-fix-
ing methods. Global Exchange, a San
Francisco-based fair trade advocacy
group, calls for “a total transformation
of the coffee industry, so that all coffee
sold in this country should be Fair Trade
Certified.”
The success of this sort of endeavor
could never be comprehensively effec-
tive. As Globa Exchange admits,
“despite the growing popul arity of
Fair Trade coffee, demand has not
yet matched supply: Last year
about 200 million Ibs. of certified
Fair Trade coffee was sold at nor-
mal market prices because of insuf-
ficient demand.”

Rather than attempting vainly
to maintain the status quo, the fair
trade movement should look for

other, more innovative ways to provide
resources for the world's poor. For ex-
ample, Ronald J. Sider in hisbook “Rich
Christians in an Age of Hunger” (Dal-
las: Word Publishing, 1997) outlines
ideas about micro-enterprise develop-
ment that might offer a better solution.
Thosewho care about small coffeegrow-
ers, following Sider’s model, might in-
vest capital and enable farmers to grow
other cropsthat arein higher demand and
command a higher profit margin.

Inthisway, those who chooseto stay
inthe coffee-growing businesswould see
less competition and, in theory, rising
prices resulting from decreased supply.
How much better than fair trade price
fixing which cannot stand against the
increasing innovation behind the Brazil-
ian bean.
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