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Splitting the Coffee Bean Profits

The Central American laborer who painstakingly picks e?ch red';:offee
cherry off the bushes receives only a minuscule part of the final retai plnce
of coffee. Working over 10 hours a day for a grand total.of $2.50 or essd
laborers harvest as much as 200 pounds of coffee cherries—or about 7
ocessed coffee—each day.
POUUgSO?fig risc one of the few commoditie.s to be regulated by an
international organization. Wide ﬂuctuatioqs in price and supFly e(ril.cour-f
aged both producers and consuming countries to support the }(:un ing (; f
the International Coffee Organization (ICO) in 1962. Throug y a sene;f
International Coffee Agreements, ;he ICdO a'ttemptsn ttfieztabn ize coffee
1 i ing export quotas for producing cou . '
pncea:’c};lslglepll)llit}ir;)grodscersqand consumers are involved, the ICEO is not a
producers’ cartel like OPEC (Organization of Petroleum gforlim_g
Countries). The equal division of voting power between the two l(3)ct s; }1:;
the ICO promotes a myth of fairness and n}utgal cooperat'u;‘n. u the
voting power of twodozen consuming countries 1s equafed wn; twice i
number of producers. Further weighting based’ on relative vf(f) ume wi !
each block results in the US., as the world’s largest co ecl anor. er,
controlling twice as many votes in the ICO as do all the Central American
ned. ’
nano\r;}fi?en:l})\:? ;crloducing nations recognize thaf the Internanonathoffle]e
Organization has brought them some benefits, they argge }: at ftfez
organization caters to the interests of the ’coffee TNCs and the co ¢
drinkers in the industrial world. The UN’s Ecor:omm Commlss:or} c;1
Latin America (ECLA) agrees, noting ip 1982 that “the effectiveness of the
international coffee agreement was hindered by the opptl)l§1t}|10(;1 of at:
industrialized countries and by pressure from the TNCs which domin
; »
e “X‘su isrtlrty};e other commodities, the main ‘coffe.e corporations ar_1d trader;
. take advantage of (and manipulate) fluctuations in supply and price cau:eit
1,y weather and consumer demand. They buy coffee atlow prices, stor ;
and then sell itat high prices. The largest corporations can thus circumven
international agreements. ’ .
e ng;?&ﬁ;st 30 years, thveg real price for coffee ’recelved by Gualtema;aﬁ
exporters dropped more than 10 percent.23 Coffee’s share of }tlbe (;'a ure1 ‘c:] ;d
world exports fell by one half during thg 19_70s. Despite F] is dow ard
trend in international market prices, retail prices are steadily r.lsm}gl. i
their right control of the coffee market, the TNC roasters can raisethe p

 their coffee is actually falling.
Whenth})\fef:: ;s)tri(;es for ICO producers began to rise in late 1985, as a result
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of a drought in Brazil. Higher prices did bring some relief to the foreign-
exchange starved nations of Central America but small ICO quotasand the
high quantities of coffee sold at low non-quota prices diminished the
benefits of the price increase.

In recent years, Central American producers have had to sell an
increasing amount of their coffee on the open world market at prices
sometimes 50 percent below the ICO standard. This expanding non-ICO
market has resulted from overproduction by third-world producers
desperate for foreign exchange.?¢

Both the number of producing countries and the total quantity of
coffee production is expanding as other third-world nations also desperate-
ly try to earn more foreign exchange. Since 1982, the International
Monetary Fund (IMF)—in response to the debt crisis—has encouraged
countries to export even more. This, in turn, further pushes down prices as
international supplies expand. The state of overproduction and the
expansion of the open world market threatens the stability of the ICO, and
some consumer countries like the United States are hinting that they'may
increase non-1CO purchases and possibly withdraw from the ICO.

While the producing countries are stepping up their production,
consumers in the industrial nations are drinking less coffee. In the last 20
years, U.S. coffee imports have declined by almost one-third. In the United
States, the percentage of coffee drinkers precipitously declined from 75
percent of the adult population in 1962 to 55 percentin 1983. Many have
kicked the habit for health reasons. Still other consumers have decided thata

cup of coffee is simply getting too expensive. Another additional threat to
exporting nations is the growth of substitutes and additives.

In 1972, Latin American coffee countries joined together inan attempt
to match the bargaining power of the huge corporations. The members of
the Bogota Group, as it was called, tried to market their own coffee, but
quickly met combined opposition from the coffee TNCs and the U.S.
government. General Foods and others charged that the producers had
artificially boosted prices.?’ The TNCs threatened boycotts. Finally, the
U.S. government refused to sign a new international agreement in 1980
unless the producers’ group disbanded. Reluctantly the Bogota Group
backed down, leaving the coffee producers once again subject to the control
of importing nations and TNCs.

In another blatant example of U.S. government enforcement of TNC
interests, the United States prevented the creation of an international coffee
stockpile to be regulated through the International Coffee Organization.?
Sucha stockpile, promoted by the United Nations, would help producing
nations improve their long term price position.
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Coffee trades on poverty. The most lu‘crat'ive parts of the c?ff?;
business—shipping, trading, processing, and d.lstnb}l\ltlonh—aerz rsee::)r:o);fee
based in countries where ther
the hands of the TNCs who are base ! hereareno <0 o
m the coffee bean
. The tremendous wealth that comes Iro
tf:liisred back to the hundreds of thousands of small growers and coffee

pickers of Central America.

Cotton, Tobacco, Cocoa, and Sugar Trade

i i are

According to UN economist§, cotton prod'ucers in th: r:h,l:; Tn(;fllgous

subject to “wildly oscillating prices with their accomal:"l :mior injuriow

impact, particularly for countries that depenfi, 2(;nlcotton e
export earnings and development finance.”" Increase

i i from cotton
cloth also threatens countries that depend on foreign exchange

and the meager wages paid to farmworkers allmlx(/et
maintain its tenuous share of the world cotton m;g . 95 cercent of the
Just 15 multi-commodity traders control 85 to 95 p

i : U.S.),Cargill US),
! trade. They include: Bunge anfi Born(
‘[::lrllistrf)(:}t\teorr; (UK), Volkart Brothers (Switzerland), and Toyo Menka

1 n export
Kaisha (Japan).?® Large transnational traders control the cotton €xp

i ives 1 | America. These traders
i epresentatives in Centra . : :
business through Bt 2 ica and then sell it to major textile

buy cotton produced in Central Amert

i i ery's 16
Before the Nicaraguan revolution, only three of the country

i 1 i anies.
export houses were not affiliated with transnational trading cto::?:i e
Tcl))day the Nicaraguan government manages the cotton expor " co.tton
T},\e leading TNC banks also profit from the internation

ton trade
trade. These banks finance as much as 85 percent of the cot

i i ited States.’!
i anies based in the United '
conducted by 1 merica, like tobacco and

e . 1A
mmodities produced in Central ‘ .
Sogﬁ Sr(:der even tighter TNC control. Six TNC trading ccf)n;lpamrels:i
;0(; (t):l, Universal Leaf Tobacco?, account for about 90 percent of 2 \:vl};\I 4
:)ba:co purchases. These trading companifes ther}\\ sell dt(l)lren ti::;):lécc:;l teo -
1 i that
i manufacturers, including the four th: ] iy
:;E:{(eettt:eBritish American Tobacco (BAT), Philip Morris, R] Reynolds
ican Brands. . . .
ond gimt;;;cra:on:::l over the world’s cocoa trade |(si exerfqzed lbli] n;:(éigl
i i including firms hke
ing TNCs. Six trading TNCS, inc . ‘
Tnd l:::ics;:ln;d Volkart which also dominate coffee trading, appg).;l)lr::;
7rggercem of the global market. Thetwo Jeading cocoa traders are (31
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Duffus (UK) and S. & W. Berisford (West Germany).The chocolate
processing industry, in turn, is controlled by Nestle, Mars, Hershey foods,
Cadbury-Schweppes, and Standard Brands (subsidiary of R] Reynolds).3

Four Central American nations—Belize, Costa Rica, Guatemala, and
Honduras—export cocoa. Yet because the region does not process its own
cocoa, Central America pays more to import chocolate than it earns from
exporting cocoa beans. In 1983, Central America exported $1.4 million
worth of cocoa to the United States, but imported from the U.S. $2.4
million worth of processed chocolate products.

The world’s sugar market is dominated by four TNC traders: Sucre et
Denrées (France), Tate and Lyle (UK), Englehard Phillips (U.S.), and
EDF Man (UK).3* Other TNCs like Gulf and Western, U.S. Sugar, and
Amstar then refine the raw sugar. Central Americans see this sugar coming
back to their region in concentrates for the region’s soft drink factories,
which are owned by yet another set of TNCs,

The Beef Business

Transnationals play a larger direct role in the beef business than they
do in most other agroexports. Their involvement extends from cattle
raising to packing houses to the supply of feed and veterinary products.

To supply U.S. fast-food appetites, several TNCs and many indivi-
dual U.S. ranchers have turned to Central American pastures. The banana
companies converted vast extensions of their idle land holdings into
ranches. Even before the beef-export boom, some of their land was already
being used to raise beef for the plantation workforces. Seeing a new

* opportunity for profit, the three banana companies began raising cattle for

export in the 1950s.% :

A consortium of U.S. corporations called the Latin America Agribusi-
ness Development Corporation (LAAD) has also found a home on the
range in Central America. After food-processing, the beef business is the
consortium’s largest area of investment. LAAD-financed herds roam the
range in Costa Rica, Honduras, and Guatemala.

Some TNC:s prefer to contract with local ranchers rather than have
their own ranches. Burger King, a subsidiary of Pillsbury, contracts with
Costa Rican ranchers to produce 6 million pounds of beef—enough to
supply 2 percent of its hamburger needs in the United States.3¢

From the beginning of the cattle boom, U.S. firms have had financial
interests in the packing houses. These slaughter houses, where cows are
slaughtered and packed, are the source of the greatest profits in the Central
American cattle industry. Most of them are backed by a mixture of



in Central American packing houses are
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he U.S. firms with investment

. . . . .
domestic and international capital. Among '
Borden, United Brands, and

International Foods. . '
Foreign firms, usually from the United States, also provide many of

the supplies needed by the beef industry, including such items as frozen
semen, boxes, refrigeration equipment, animal feeds, grass seed, and
medicine. Ralston Purina, Weyerhauser, Crown Zel!erpach, Fort Dodge
Labs, WR Grace, and Cargill number among the main industry suppliers
with operations in Central America.}®

Phases of Agribusiness in Central America
(Selected TNCs)

PRODUCTION
Bananas: United Brands, Castle & Cooke,
olds
Flowmm mslon Purina, Witco Chemical
Tobacco: US Tobacco, Universal Leaf
Tobacco .

Shrimp: General Mills, Ralston Purina
Vegetables: Unifever, LAAD

Suger: U International

Rubber: Goodyear

Cocos; Hershey

Citrus; Coca-Cola
Cattie: LAAD, United Brands,
RJ Reynolds

POST-PRODUCTION

PRE-PRODUCTION

Food Retalling: Hardees, McDonald's,
RJ Reynoids, Pepsice {Pizza HuY)
Shipping: Transway, United Brands,
RJ Reynolds, Sea-Land, Emery Freight
Food Processing: Beatrice Companies,
Borden, RJ Reynolds, Dan.& Kraft,
Gerber Products
Flour and Feed Mils: Cargill,
Pillsbury, CPC International

Finance: BankAmerica, Citicorp

Consulting: Winrock International

Seeds: Cargill, Monsanto, Shell, ITT

Peaticides: Monsanto, Chevron,
Bayer, Witco Chemical

Fertilizer: Purex, Occidental
Petroleum, Rohm & Haas

Farm Equipment: John Deere
Caterpillar Tractor
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Nontraditional Exports

For hundreds of years, Indian farmers of the western highlands of
Guatemala have grown corn and beans on the mountain slopes. The U.S.
Agency for International Development (AID) is now urging these and
other campesinos in Central Americato switch to snow peas, broccoli, and
brussels sprouts. These vegetables have no local market, because the Indian
population’s food choices are limited by both tradition and income, and
lack of transport precludes reaching the tiny urban middle class market. As
Rigoberto Montafio, a leader of an AID-sponsored agricultural project in
San Marcos, says, “The only people who buy brussels sprouts at the
marketplace in San Marcos are the Mormons and the evangelists that come
here.”®

AlD is not proposing nontraditional agricultural production as a way
to meet the food needs of Central Americans. Rather, it sees nontraditional
crop production as a way to stabilize national economies and improve the
deteriorating conditions in rural areas. The United States also supports
agricultural diversification because it increases the need for U.S.-manufac-
tured agrochemicals and it offers an opportunity for new U.S. investment.

While the regional AID office acknowledges that vegerables and
flowers do not solve the food needs of Central America, it points out that
they “generate hard currency needed to repay debt.”’*® The promotion of
nontraditional exports is also designed to increase the integration of the
small- and medium-sized farm sector into a global capitalist economy, as
well as to keep the agroexport system alive for big operators faced with
declining prices and shrinking markets for traditional export crops. AID
says that Central America needs a “long-term stragtegy that relies heavily
on increasing nontraditional exports.” The region needs to be more “out-
ward looking,””¥ AID suggests.

So AID has invited Indian farmers to grow vegetables for the winter
market in the United States. U.S. companies are offered handsome
subsidies to freeze, process and ship the produce northward. **What would
beideal,” said an AID consultant in Guatemala, ““is if all the Indians started
growing vegetables in the highlands and the maize and beans were grown
on the South Coast.”#

Encouraged by AID, members of the San Marcos cooperative grow
brussels sprouts and snow peas for Hanover Foods, a U.S. frozen foods
processor. Hanover rejects 30 percent of the San Marcos produce on the
grounds that it doesn’t meet U.S. standards, and because brussels sprouts
are not marketable locally these vegetables are dumped. The farmers
recejve about §12 for every 100 pounds of brussels sprouts the company
eventually buys. The cooperative members estimate that if brussels sprouts
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sell for 70 cents a pound in the Unit.ed States (about tv»tice that if f;lozen),
their vegetables are being sold for prices 6 to 12 times higher than they are
recely‘llsli'thing remains for us after we pay for transport;a'non agd the
fertilizer and the insecticides the company requires us to use, , accordingto
Manuel Garcia, a spokesperson for the group. “We justaren’t makll(ng arllly
money so we're now thinking about gong back to the coast to wor onthe

r estates.” '
CO“OE::: i;l:ﬁ: nontraditional crops do bring 2 certain amount 02 {?relgn
exchange into the country, they do liFtle to solve the problems oh _url\gne(;
and declining per capita food production. The more farmers use t .Trb la d
to grow tropical flowers and winter vegt?tal?les, the les§ land xs'ava‘n‘ ‘awe,re
grow beans and corn. Yet an AID ofﬁcnal in Costa Rlca.persnsts; N (ej r
moving the campesinos away from being prisoners of basic crops. . n ltl'(l)
Honduras, AlD’s David Gardella d.eclaf(es that small farmel:s aveh"lt
change over from basic foods cultivation bequse you never know w
the price is going to be” for corn, beans, and rice.

Dear SeRor Presidente

A Guatemalan cooperative, the Kato-Ki (“\ye help ?urselves’ : ml t)tg;
Mayan dialect), was hit hard by its first international business dgal. fn
aLos Angeles vegetable dealer, Larry Elmer, pe.rsuaded t.he Indian altmo:rsf
of the AID-funded cooperative to abapdon their centu.nes-old pracncefo
growing corn to feed their families and instead plapt chmese snl(:w. geasBon;
him to export. The U.S. Embassy and Fhe AlID Mission loved the1 ;a. LuS
just as the cooperative prepared to deln\{er 100 tons of snowlpeas, the Lo
Angeles dealer abandoned his business interests 1n Guatemala. -
The U.S. Embassy said it could not compensate for the los;es of the
cooperative of small farmers because it could not get involved 11; p{ll:’.ante
business dealings. What were the farmers to d9 “rlth 100 tons o>\:/§ nxo ‘5
~ exotic vegetables that have virtually no mgrkft inside the country: Snow
peas are not, shall we say, in the faml!y diet,” noted cogpiratlve prn ident
Magally Diaz de Xoyon. “1¢’s not like corn, from which you ca make
' The cooperative’s 300 members, as well as over 2,

i ?
mary (hings em, had to go without corn for

landless peasants they hired to work for th
the winter.®

Government Connections

The Latin American Agribusiness Developmeqt Corporation (LAAD') 18
a driving force behind nontraditional agribusiness 1n Central America.
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LAAD keeps a low profile, but it is hardly a small-time operation: it has
received more than $50 million in low-interest loans from AID since its
founding in 1970. Its 16 shareholders are among the world’s largest banks
and TNCs: BankAmerica, Borden, Cargill, Castle & Cooke, Ralston
Purina, and Caterpillar 1'ractor. The company’s portfolio covers 201
businesses throughout Latin America, of which 146 are located in Central
America. The 58 LAAD affiliated companies in Guatemala represent over
one-fourth of all LAAD investments.

LAAD?’s stated purpose is to increase the employment and income of
the rural poor in Latin America.* While its success in meeting that goal can be
questioned, its ability to bring in profits for its shareholders cannot. In
1984, LAAD'’s profits rose a record 23 percent.

Virtually all LAAD’s businesses in Central American produce export
crops rather than locally consumable foods. In Costa Rica and Guatemala,
several LAAD-financed projects, like the American Flower Company,
grow ornamental flowers and ferns for U.S. customers. LAAD also
channels investments into processing plants for winter vegetables and into
the meat-packing business. In 1983, LAAD received $6 million from AID
for its Central American operations. The company then loaned or directly
invested this AID money in eight companies, including two shrimp export
firms (both in Panama), one flower company (Costa Rica), two sesame
seed companies (both in Guatemala), one cardamom exporter (Guatemala),
a frozen chicken business (Panama), and a meat-packing plant (Honduras).

Although the Reagan administration’s Caribbean Basin Initiative
(CBI) specifies that governments are to move toward food self-sufficiency,
little has been done in Washington to foster food security in the region.
Instead, President Reagan created the Agribusiness Promotion Council in
1982 specifically to encourage U.S. investment in export agriculture. Dr.
Ray Goldberg of the Harvard Business School was appointed chairman of
the council, whose members include executives from LAAD, Cargill,
Merrill Lynch Coffee, Sugar & Cocoa Inc., Winrock International
Research Center, and Archer Daniels Midland.

But nontraditional export agriculture even seems to be a faulty
proposition to some experts paid to promoteit. “Itis a utopian solution that
evades the need for land redistribution and more campesino organizing,”
admitted Noel Garcia of the Inter-American Institute for Agriculture
Cooperation (IICA).

It is just rhetoric to talk about diversification. Imagine the small
farmers in the Highlands with less than two acres starting to
grow strawberries for the United States! They don’t even have
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enough land to feed their families let alone take the chance of
selling their produce to unsteady U.S. markets.”#

Food in TNC Packages

Supermarket shelves throughout Central America display many of the
same packaged products available to U.S. consumers. Of the 25 top U.S
food processors, 18 do business in Central America.* Nestle has subsidi-
aries in every Central American nation. Del Monte, Heinz, Philip Morris,
Beatrice, Borden, Carnation, and General Mills are as familiar to wealthier
Central American shoppers as they are to U.S. food buyers. Most of these
TNCs, however, assume Spanish-language names when they market their
dry milk, tomato sauce, canned vegetables and other products to Centrgl
Americans.¥ '

TNCs gained a strong hold on the region’s agroindustry in the
1960s when the banana companies invested in the processing of cooking
oils and margarine. However, they did not start from scratch but generally
bought out locally owned businesses. United Brands, for exampl'e,
acquired 77 percent of an already established cooking-oil factory in
Nicaragua.*

But the relatively recent arrival of food-processing TNCs to the
isthmus has not helped alleviate malnutrition, since promotion of better
nutrition is not a priority for the food giants. Generally, the products which
TNCs market have less nutritional value than the traditional diet. And
some food corporations actually act as nutrition-subtractors. R] Reynolds,
for example, removes nutritious bananas from Central America while it
peddles candy and soft drinks to the people who work on the banana
plantations.

The food processors make little effort to incorporate locally availa_ble
food into their processed products. A study of agroindustry in Costa Rica,
for example, revealed that food processing companies (which account for
one-half of that country’s total industrialization) “could produce entirely
from national materials with the exception of wheat flour, but instead
import considerable quantities of fruit and fruit concentrate, vegetable oil,
fish, and cattle feed.” In fact, the Costa Rican study found that one-half of
the value of the processed foods exported by Costa Rica to the rest of
Central America came from food and materials that Costa Rica imported.
Over 80 percent of this imported value came from the United States.*?

While they offer the entire North American diet to th'c upper classes,
TNC food processors bring junk food to the poor. An estimated 10to 15
percent of the money spent by the region’s poor buys soda and other
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“entertainment’” food like popcorn and chips.’® A report issued at an
international advertising ccoverence called, “Marketing for the Non-
Affluent”, advocated playing on the status needs of the poor: “Even if
income in towns and rural districts appears to be extremely low,
discretionary expenditures are nevertheless made in ways that would be
called from our point of view wasteful spending.”"!

A recent study by the United Nations on the worsening nutritional
cnisis in Central America condemned this type of profiteering. Speaking of -
the TNC:s and their advertising firms, the UN report stated:

There are only a few companies and people which exercise a
decisive influence over the culture of these countries, and the
behavior of a vast segment of their population, imposing in this
way social, political, and cultural values of other countries that
are very foreign to Central Americans.2

Need for a New International Economic Order

Since the early 1960s, underdeveloped nations around the world have
sought a ‘new relationship between countries that produce primary
commodities and the industrial nations that buy them. Questions are being
asked: “For whom are we producing all these crops?” and “Why do export
countries receive so little of the profit from agroexports?”’ Proponents of a
New International Economic Order say that international agreements are
needed to stabilize commodity markets, regulate the conduct of TNC:s, give
third world countries greater access to the markets of industrial countries,
increase access to world capital markets and debt relief, and increase the
flow of foreign aid to the underdeveloped world. Among the advocates for
a NIEO are economists and government planners in the industrial world
who warn that North-South economic relations have to be reordered if
global capitalism is to keep expanding.

Little progress, however, has been made in establishing this proposed
reordering of the global economy. Instead, conditions have worsened for
third world economies, as is readily evidentin Central America. Yeteven if
a NIEO were to be put in place, such an economic restructuring would do
little to change conditions for the poor. Whatever benefits accrued would
flow to the state and economic elite of each country, or in other words the
same national power structure that maintains the current inequitable
division of land and income. To make any difference for the poor,
economic remodeling has to be accompanied by substantial political
changes as well. And it is the poor majorities in Central America that need
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to be in the forefront of economic and political reordering.

But instead of a new international economic order to improve the
position of the South in relation to the North, the world economy has
become further skewed toward the industrial world in the last couple
decades. Most noticeable has been the unbridled expansion of TNCs and a
tightly controlled global financial market. TNCs now control a global
network of supplies and markets that creates immense profits. Each region’s
elite collaborate with the TNCs to extract the area’s wealth, at the expense
of peasants and workers, who are incorporated into the system as subsistence
laborers. While this global agribusiness system makes good business sense
for the TNCs, it fails to address the needs of most Central Americans.

The TNC:s encourage reliance on imports, without helping the third
world meet the challenge of food self-sufficiency. Rather than foster more
basic foods production, they promote the cultivation of traditional export
crops like coffee and nontraditionals like snow peas and carnations.

Neither geography nor climate dictates that Central America must
grow crops to please the palates of foreign consumers. But the Spanish
conquistadors and now the TNCs have imposed an agriculture system that
does not meet Central America’s need for either better food security or
broad-based economic development.

Chapter Five
Chemical Craze

In 'z';ie'w of the challenge posed by world hunger, emotional attacks
against conscientious agricultural chemicals research are attacks
against humanity.

—Bayer’s Annual Report, 1981

An early morning bus ride through the cotton-growing area of
Central America provides a stinging glimpse of everyday reality. As the
bus passes plantations, its windows film over. Most of the passengers,
km?wing what to expect, close their eyes, slow their breathing, and cover
their nose and mouth with a scarf. Those riders caught unaware feel their
eyes begin to smart, their lungs involuntarily constrict, and a bitter
chemical smell starts to clog their noses.

Visitors to the area will likely rush off the bus to change clothes and to
wash their stinging skin with soap and water. The local population is not so
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