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Lima, September 15th 2006 

FINANCIAL TIMES

London
Dear Sir/Madam,
With regards to the information published on September 8th by your prestigious newspaper about small coffee producers using the  Fair Trade seal in Peru –as reported by your correspondent in Lima, HAL WEITZMAN; we would like to make some comments:
1. Zones visited. Mr. Weitzman has visited coffee production areas in the northeast and south of Peru, gathering information for a film script, entrusted by the company Ahold of Holland to Mr. Olaf Hammelburg, who hired Mr. Weitzman’s services.
2. Assumed general cases. With the information, he published 3 articles, two in FT (August 15th and September 8th) and one at the Universal of México (September 11th); in said articles, he made references to diverse social, economic and environmental issues of coffee producer organizations. In the last article, under the headline of ‘The bitter price of Fair Trade coffee’ (El costo amargo del café de Comercio Justo) (September 8th) he generalizes from the comments of two interviewees in the northeast to be the situation of all the organizations: low pay  below the official minimum wage for harvest workers, and the collection of coffee from farms located in reserve areas to be sold as Fair Trade coffee. He asserts that FLO certification entities do not research or sanction these cases. 
3. Diverse working and salary conditions. We regret that these partial references, not confirmed with reliable sources, are fostering distrust in the producer-consumer relationships in the Fair Trade system. In Peru, 90% of coffee farmers are small producers, whose production area is from 0.5 to 10 hectares, where labor comes mostly from the household, with diverse working relations, mostly the “ayni” or “minka”, an ancestral solidarity work system between families that go from one farm to the another gathering the coffee.  There is also a way of harvesting called “al partir”, which means that work is paid by giving the worker the product.  In both cases, there is no monetary exchange; the worker is paid with the product gathered at the farm.  In the last two harvests, 2005 and 2006, the single minimum salary (without food) averaged 20% over the minimum official salary, of 16.67 soles/day or 500 soles/month, as of today. (Note:  there are about 3.25 soles to the dollar.)  Following is an example: 8 baskets of minimum harvest x 2.5 soles/basket, equal to 20.00 soles, plus the payment for the round trip from their villages, food and housing that according Peruvian law could be up to 20% of the nominal value. This year, they have been paid up to 3 soles/basket, and the average harvest was 10 baskets; therefore, income for most of the harvest workers was 30% above [the federal minimum].  
4. Production costs. It is important to mention that the production cost of a pound of conventional coffee (in parchment) at the farm, jointly established by the Ministry of Agriculture and the National Board of Coffee (Junta Nacional del Café) (JNC), is  US$.0.6553, and the cost for organic coffee is US$.805 per pound. Commercialization costs must be added (local transport, processes, packaging, customs, etc), as well as technical training activities and costs for members management in the association; said costs are more than US$ 0.25 per pound of parchment coffee. In many occasions, as in 1999 and 2004, prices to producer did not cover harvest costs. It is also worth mentioning that in the past years, prices to producers have improved, but these positive changes do not reach the average of the monthly minimum salary of a rural worker. Other necessary points of clarification are: only a portion of the harvest of the small producers goes to Fair Trade.  The other portion goes to the market of other brands, or to the conventional market.      

5. Environmental factors.  Our country is experiencing a growing deforestation problem in the Amazonian basins, fostered by the colonization processes in the ‘60s and ‘70s as well as the intervention of unscrupulous timber producers and illicit coca and poppy crops. The inactivity of the public entities such as INRENA contributed to the damage of natural forests. The support of the State and of the international cooperation (PRONAMACHS and others) is fostering the recuperation and conservation of those lands through the reforestation of affected areas; coffee trees, generally grown under shade trees, provide the best solution to this problem. This management practice (shade grown coffee) has contributed to the improvement of flora and fauna in coffee areas and [to fostering] unsurpassed habitat for the variety of native birds and birds migrating to these diverse Amazonian forests.
6. Internal control systems.  All the organizations have an ICS (internal control system), to supervise the application of FLO standards, especially for economic, social and environmental issues (of recent definition). A registry is kept with the location, farm size, household size, educational levels, etc. that are required for taking part in Fair Trade. This verification system is complemented with the information and agreements of the members’ general assembly, which is a guaranty of a transparent relationship between the [co-op] members and Fair Trade. It has to be taken into consideration that in a cooperative or association with FLO certification not all the members are involved in Fair Trade due to internal norms regarding merits and demerits for membership. 
7. Inspections and verifications. We have to recognize that in our organizations there is a strong debate regarding the role of FLO-CERT inspectors. We consider that the standards and certification costs are excessive for small producers associations, in which a relevant percentage of households are illiterate or functionally illiterate, and many times when interviewed by multiple visitors, they mix up terms and economic factors, as has happened in this report.
8. Fair trade impact. In Peru, there are 27 producer organizations that are certified Fair Trade, out of them 24 are affiliated to National Board of Coffee. Said organizations have been developing entrepreneurial, social and environmental skills, becoming a dynamic factor for rural development and fight against extreme poverty in areas where the State have been absent for decades.  This has allowed the reconstruction of social relations destroyed by a long period of subversive violence and is facing the conflicts that foster the illicit economy [associated with drug cultivation]. There are more health and education services, and communal and entrepreneurial infrastructure has improved. All these efforts to build an inclusive society with solidarity values have Fair Trade as its main tool.
9. Conflict of interests.  The Fair Trade movement has shown strong dynamism in the last years, and therefore, diverse stakeholders in the market have shown their interest. These processes are arising passions and controversial reactions. It does not surprise us that local commercial operators, directly linked to big industry, are trying to disqualify the role and performance of our members that take part in Fair Trade. Three years ago, a former Kraft worker that operated for a long time in Lima supporting a certain business sector, tried to disqualify Fair Trade using similar terms to the ones used by Mr. Geoff Watts in Mr. Hal Weitzman’s report. It is not ethical to make such an imprudent and generalized statement regarding the entirety of Peruvian organizations without verifiable grounds. 
10. Perspectives. We are convinced that Fair Trade constitutes the best alternative for the ECONOMIC, social and environmental SUSTAINABILITY for thousands of households of small coffee producers.  There is no other movement or seal in the coffee market with the values and results that Fair Trade has at this time.  The new seals which are arising due to the impulse of the big trading companies and roasters are fading away each day and their messages are not economically feasible for small producers.
                   We are sure that our comments and points of view will be heard by your news paper. 
 Sincerely,
César Rivas Peña                                        Arnaldo Neira Camizán

 PRESIDENT                                               PRESIDENT

National Board of Coffee                     National Coordinator of Fair Trade -PERU
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