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SUSTAINABLE COFFEE CHALLENGE

The Challenge is a dynamic and diverse coalition focusedon catalyzing the demand for
sustainability across coffee value chain, with a shared vision to make coffee the world’s
first fully sustainable agricultural product



NY C-PRICE DRASTICALLY DROPS, CLIMATE CHANGE IS AFFECTING COFFEE
AFFECTING FARMER REVENUE PRODUCTIVITY + QUALITY

End of day Commodity Futures Price Quotes for Coffee
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LONG-TERM IMPACTS ON COFFEE-PRODUCING COMMUNITIES + FUTURE

SUPPLY



LOW PRICES X CLIMATE CHANGE = RAPID DECLINE IN PRODUCTIVITY + QUALITY

Poverty Farmers leave coffee / change to another crop or

 Farmers leave coffee, which leads to diversify with coffee

migration and land-use change

« Lack of capital leads to lower re-investment Market Climate

in the farm resulting in declining productivity Volatility Cha nge
+ quality.

Decreased productivity, decreased quality (pests,
diseases, suitability)

Migrant labor patterns are disrupted affecting
harvest

*  Poorer labor practices/conditions due to high
proportion of production costs

Farmers move to higher altitude for suitable land,
leading to potential deforestation

*  Poorer environmental practices as farmers

cut costs, plant more coffee or transition to . o
non-tree crop. SUSta|na b|||ty
Investments

Potential need to change processing techniques if
water becomes more scarce.

o Are we investing in the most effective
sustainability programs?




CHALLENGE INTERVENTIONS ON MARKET VOLATILITY +
FARMER PROFITABILITY

Revisit Sustainability Framework @ Support + engage in multi-

O Push out resources + tools
via Sourcing Action
Network

* Drive discussion about
concrete measures taken
across the industry (e.g. Cost
of Sustainable Production
benchmarks)

e 3-pager ‘Supporting Farmers
in a Volatile Coffee Market’

through profitability angle

. Re-visit this discussion and reframe

Sustainability Framework around
price as the ‘central pillar’ (see draft

diagram )

. Develop guidance materials for

companies to implement the
Framework

stakeholder initiatives + programs
) |

Specialty INTERNATIONAL
g‘s,:gs:?ation COFFEE
‘ c ‘ ORGANIZATION

. Support ICO in implementation of
Resolution 465 — stakeholder
consultations + CEO Dialogue,
support research

. SCA Coffee Price Crisis
Response Initiative

&


https://www.sustaincoffee.org/assets/resources/Farmer-Profitability-Sustainability-Framework.pdf

FARMER PROFITABILITY WITHIN THE SUSTAINABILITY FRAMEWORK

Education +
Health

Gender, Youth +
Indigenous People

IMPROVE

Iflbor
Conditions LIVELIHOODS

Access to Access to
Inputs Finance

Renovation . ( : Producer
g Country Policy
SUSTAIN
Technical Standards/
Assistance SUPPLY Certification

PRODUCTIVITY

ODDUCTION

Climate
Change

FARMER
PROFITABILITY

STRENGTHEN
MARKET DEMAND

Consumer Consumer Education
Country Policy + Awareness

Sourcing
Policies

CONSERVE Water
NATURE Conservation

Forest Conservation
+ Restoration
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INCREASING TRANSPARENCY

To increase transparency and promote knowledge sharing across the sector, partners in the Challenge publicly
state and track the investments and actions via a ‘Commitments Hub’

Sample Commitment: Our Commitments

lf

B0 cempleie

........

'NESPRESSO.

Draft of first Commitments Hub Report —

U SUSTAIMABLE DEVELOPMENT SOALS

aggregated data from hub — Final version
wlSlvlalSlols .
Visit: www sustaincoffee.org/commitments BB published Q2 2019




COLLECTIVE ACTION NETWORKS

. Focus on cost of
production in relation to
current market price

. 3-pager ‘Supporting
Farmers in a Volatile
Coffee Market’

- Pocket guide with

principles and sample
‘code of conduct’

- Launching labor +

quality research with
SCA, RA, and
Solidaridad

- Updates to R&R

Guidebook, e.g.
Translations and on-
line version

- Developing a R&R

grant facility - Secured
an initial $1M

- Starting a 2.5 year
program to map and
monitor coffee and
forests in Colombia
and Indonesia.

- Developing country

reference sheets



R+R INTERACTIVE GUIDEBOOK

Farm level investment decisions are highly complex

The interactive Guidebook is housed at and personal given farmers needs and preferences

www.sustaincoffee.orq, accessible via the

R&R Collective Action Network page.

Ol.

What do I need
to know?

Meeting the RER rneed wil
becrucial to securing coffes
supply for 2050 and beyond
but there are no quick fixes
Hixe are somme

keywonsiderations

There are SO maty
considerations when
Seveloping a program. How do
1 know If 3 renovation or

red b ation s rght for my

supply chain?

03.

How can | take
achion?

Thre ar0 Seven major needs
for the RER sector. from

S Allllu up exisur W A0y O hes,

1o layng the foundations for

fulure RAR

04.

Where can |
learm more?

Downicad e Country data
sheets or compiete Guidebook

in Engirch, Spanish or French

e currently and i the future? *
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PROGRESS & NEXT STEPS

Joint publication of Guide to Global Environment Facility
(GEF)

|CO secretariat represented on Challenge’ Advisory
Council and support + co-hosting key events

Data gathering/ alignment and dissemination of
resources

Country data sheets
Coffee + forest initiative
Shade catalogue

Support in implementation Res. 465

Stakeholder consultation (incl. events and regular updates)
Cost of Production Benchmark Study

GUIDE 10 Ac
CESs
GREEN AND cLimaTE

COFFEE SECTOR

Th i
e Globa| Env:ronment Facility (GEF)




for more information visit

SUSTAINCOFFEE.ORG

SEE YOU AT SCA EXPO IN BOSTON, APRIL11-14

Niels Haak - nhaak@conservation.org
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SUPPORTING .

FARMERS WV A

INTRODUCTORY DOCUMENT
“SUPPORTING FARMERS IN AVOLATILE COFFEE MARKET.”
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THE CONTEXT

The market price for coffes fluctuates daly — there ara
timas whan the price I ‘up’ but more oftan, times whara
tha price iz In 2 downward trand. Last year whan coffea
prices foll balow $1.00 there was an cutcry to 'do mors”
and of course, we agree. Unfortunately, this s not
somathing new - coffee has a history of a boom and
bust culture”. The C price, fluctuations In production in
places like Brazl, Viatnam and Colombla, curancy
exchange ratas and all the speculation relatad to tha
trada has wraaked havoc on farmers who aro trying to
keop thair hoad above watsr In trying tmes. This
constant uncertainty throatens tha long-term supply of
cofice as farmars begin to seck Income alternatives.
Gweon the currant price oisk In coffes, many
professionals aro asiing — What should wa ba doing to
help farmars?

ACTIONS THAT CAN HELP FARMERS
REATHER THE CRISIS
This document providas professionals working In
coffes ty or d an of
whan g cofiae. Our
aim in releasing & ks to n di within
P on for g the
aconomic stabfity of coffea farmers In thak supply
chains.

So, where can you start? Hara are a fow ideas:

INCREASE YOUR KNOWLEDSE OF THE COSTS A
FARMER INCURS TO PRODUCE COFFEE:

* Request cost of production dota from supply
chain portners: Undarstanding the avarage cost
to preduce coffee across dfferemt cofac
sourcing regicns enables the buyer to datarmine
pricing bascd on actual costs rather than ralying

SUSTAINARLE
COFFEE
CHALLENGE

on tha C market as the unversal banchmark.
When requesting this information make sura to
vnderstand $he kwel of onfam processing
taking place across countdes and the type of
product delivered [La.: charry, parchment, greang
To best compare costs, the cost of production
shoukd be calculated bo average cost par quital,
ki, or pound of cherry, parchmant or grasn. A
starting point to undarstand cost of production
acrass coffes angins 1s the Fair Trade USA "Cost
of Sustainable Production™ roport and  tha
Caraveiz srtick puilished in tha Porfoct Daly
Grind.

CNDERS TAND TREACTUR, PRICES PAID FO
FARAERS WITRH FOUR SUFRE ¥ G

+ Roquastfarm gate price dofo from supply chaln
partnars: The price agraed in a conbract botwaan
a buyar and sallar .6 roaster and cooparatia)
ks not always tha prica that is pald to tha farmer
fa- farm gate prics). Reguesting sconomic
transpanency on faem gate prices ks Important to
ersura that far prices reach the fammar and do
not remain at the coog / tradar leval.  Similar to
when requesting cost of production, the it
baing purchased (kgfb of chery, parchmant or
gresany must be undarstood. Understanding tha
farm gata price can ba a powerful ool when
considaring pricing across a supply chamn.

» Check if there is o reguicted farm gate price i
countries where you source: Soma producing
countrias fex Rwandzy set a minimum price for
cofise puchmed from a farmar on an anmual
Basls. This recuces tha risk of unfalr practices by
Incraasing transparency of prices pald b farmars.
Dwpanding on tha country, the price could ba
fixad or simply 3 suggested reference point.

= Check the Iving income refersnce price:
Farrada Intamational 15 urdertaking a Iving
inceme analysks for multple coffas ongins that
could ba used by the Industry as & refarcnca
pointfor coffes prices. The calculason takes Into
considaration %) the cost of a nuiriious low-cost
dist, 2) cost of basic decent housing, J) ather
assartial axparses for sducation, health cars,
clathing and transportation, and 4) provision for
uraxpected evants. Using such a banchmark

removes tha need to rely solaly on the C-market
far tha starting point for pricing.

EXPLORE OPPORTUNITIES TO BETTER
LEVERAGE MARKET MECHANICHS TO DELP
STHENLITE FARMNER INCOMES:

Cofisa sourcing s complicabad, partcularky ghan Eat &
«an ba brught on the sxchange andlor though foermal
relatiorships bult batwsan a buyar and a farmar.
Futuras cantracts, foraand contracts, options, long-teem
jpricing, sbe are mech d 1o solldify
relatiorshins botwacn tha buyor and the farmer and
may oficr somo opportuniios for Farmars and othar
supply chain membars) to mitigata rick. Hara is & beicf
awerviw of how thase taoks can banafit farmers.

* Futures controcts allow farmers to lock In &
futwe price |datarmined on the axchanga) in
advanca of dalvary. assantially hedging thair
risks based on spaculation of the futurs price of
coffes. Whan this tading nstrument 1= usad
propardy, itcould limit losses and reduce volatlty
far farmars.

» Forward controcts are private agreamants that
anable the famar o know the price thay will
recehea for their coffes prior to dellvery, which
thay may ba able to lewarags into cradt

* Long-term pricing enablas tha farmer to know
tha price thay will raceive for their coffea over a
longar tme frama and theraby better plan and re-
Irest In thedr farms.

*  Premiums brsed on quality or environmental or
sockal performance pay farmans prices that are
abova tha market value basad on performance,
wihich can halp buffer them agalnst some markst
wolatiity.

Te have a thoughtiul and productve discussion oni
ways 1 Improve purchasing practices that bencht o
compary and thalr supply chain, undarstanding baskc
markst mechanisms k a must. You can check out mona
in tha book “Dear Coffes Buyer” or by mading “The
Cofiea Guida” published orlina by tha Intsrnatioral

Trada Canbra.
SLSTAINANLE
COFFEE
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INVEST IN BUILDING THE CAPACITY OF
FARMERS TO UNDERSTAND AND LEVERAGE
MARKET INSTRUMENTS:

Price risk management tralning teaches farmars and
cooparative managers how 1o dowalop financial
that usa market (1. had, g
contracts, eic) to reduce price volatiity. This sort of
knowladge s key to empowss farmers to have a voke
in tha market. Several organizations offar onfing and In-
parson tralning. For example, Otkocrodt, Intar-
Amarncan Davelopmant Bank and Falr Trade USA ara
offering prica risk training management to farmers in 15
coops In Honduras, Nicaragua, Colombia
and Paru. The World Bank alzo offars an online, solf-
pacad coffea price rsk management course open to
tha public.

These are simply 2 fow machanisms that can help you
gat started In doveloping a stratagy that enables your
businass and tha coffea farmars you raly on to waather
market crises ke tha one wa aro currently in. Many
Challange partnars are working to address this topic,
and we ancouraga you to engaga In and laverage tha
work of Far Trade USA, Fartrade international, tha
Spectalty Coffes Association, the Intarnational Coffoa
Organtzation and others are working on. We also
encowrage you to share your experiance to enzbla
sconomic davelopment through coffee In producing
countries.

SUSTAINARLE
COFFEE
CHALLENGE




OUR THEORY OF CHANGE

Making coffee the world’s first sustainable agricultural product

New
commitments +

Partners

Collaborative

understand additional
opportunities + investments in prtl)iglj(f_nnlsinadn;gng Impacts at scale
have incentives coffee v
to act sustainability by

individual actors

 Develop Guidance e Provide mechanism for e Identify common priorities e Report on impacts using
Documents transparency + reporting e Leverage finance to form common metrics
« Develop Case Studies (Hub) public—public - private,
e Increase Transparency . Advige on commitments private, private...
« Set Common Targets + and investment strategies partnerships
Metrics e Apply common targets and
metrics

e Fill Information Gaps
¢ | everage Finance

&



