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ABSTRACT 
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Supervising Professor: Joshua Frens-String, Ph.D. 

 

For centuries, coffee has been produced in the global south but consumed in the global 

north, connecting the two regions via a complex and largely invisible trading market. However, 

over the past three decades, both producers and consumers have been forced to reevaluate their 

role in this commodity chain as prices reached historic lows in a period known as the coffee 

crisis. This thesis focuses on this relationship between farmer and buyer in the wake of the coffee 

crisis, analyzing how the low prices and concerns for producer welfare changed the landscape of 

the coffee market. Split into three sections, the thesis first provides an overview of coffee’s 

introduction to Costa Rica and how the commodity shaped the nation’s history. Next, the thesis 

focuses on changing consumption patterns in the United States, including the gradual decline in 

coffee consumption, the rise of specialty coffee, and the growth of the fair-trade movement. The 

final chapter merges these two narratives, analyzing how Costa Rican coffee producers 

responded to these changes in the American market. This research relies on interviews conducted 

at a coffee cooperative in Atenas, Costa Rica, whose experiences with fair-trade highlight both 

the benefits and shortcomings of the ethical labelling movement.  
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Introduction 

 There is a world of history in a cup of coffee. The coffee bean began its journey in 

Ethiopia, where it was later discovered by Ottoman traders, brought to Europe, and eventually 

carried by Dutch, French, and Spanish traders to colonies in Java, the Caribbean, and Latin 

America. Across three centuries of coffee history, from the Parisian cafés of the Ancien Régime 

to the modern, ubiquitous Starbucks, one fact of coffee production has remained true: it is 

produced in the global south for consumption in the global north. 

 In this way, coffee can illuminate the historical relationship between production in Latin 

America and consumption in the United States and Europe. For 150 years, Latin America has 

produced the majority of the world’s coffee, which was subsequently shipped to and consumed 

in the United States and Europe.1 Today, 100 percent of coffee is produced in the tropics, but 71 

percent is consumed in developed countries.2 For this reason, there is a variety of research on the 

commodity, from its introduction as a colonial crop to current economic literature, surveying the 

impact of coffee production on development and growth. However, despite the growth of 

commodity history, including research on coffee, Costa Rica’s history remains relatively 

unexplored. My thesis aims to correct, in part, this lack of literature on Costa Rican coffee 

production. By focusing on Costa Rican responses to the coffee crisis and the growth of fair-

trade and specialty coffee movements beginning in the 1980s, I hope to examine an era of history 

that remains largely unexplored yet increasingly relevant to today’s coffee market. 

                                                           
1 Steven Topik and Mario Samper. “The Latin American Coffee Commodity Chain: Brazil and Costa Rica,” in From 

Silver to Cocaine: Latin American Commodity Chains and the Building of the World Economy, 1500–2000. 

(Durham, Duke University Press, 2006): 125. 
2 David Grigg. “The worlds of tea and coffee: Patterns of consumption.” GeoJournal 57, no. 4 (2002): 284. 
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This topic is especially important because a large disconnect remains between 

consumers’ public perception of coffee and the reality of its production in the coffee belt.3 For 

decades, U.S. coffee advertisements showcased domestic consumption, but only in the twentieth 

century did advertisements from major coffee vendors like Sara Lee and Starbucks begin to 

include images of the farms in the global south that grew that coffee.4 Even now, much of 

American consumers’ exposure to coffee production comes from marketing campaigns that often 

do not accurately reflect production.5 On April 21, 2019, the homepages of Starbucks, Peet’s 

Coffee, and Green Mountain, America’s three largest specialty coffee producers, all featured 

photos of smiling coffee farmers, with links to how the crop has improved their livelihood.6 

Clearly, consumers value knowing about the conditions where their coffee is grown, and 

commodity history can illuminate this connection, showing how production and consumption 

influenced one another and linked consumers in the United States with producers in Latin 

America. 

 Commodity history is a relatively recent trend in Latin American historiography.7 The 

goal of the field is to take a single commodity and use it to explore deeper historical trends.  

Popular histories that focus on salt, sugar, tobacco, and oil are exemplary of this trend.8 Because 

commodities are necessarily traded on markets, often internationally, commodity literature 

overlaps with economic history and frequently examines the impact of a commodity on wage 

                                                           
3 Ibid, 119-120. 
4 Nicki Lisa Cole. "Global Capitalism Organizing Knowledge of Race, Gender and Class: The Case of Socially 

Responsible Coffee." Race, Gender & Class 15, no. 1/2, (2008): 175-182. 
5 Ibid. 
6 “Starbucks Coffee.” April 21, 2019. https://www.starbucks.com/  

“Peet’s Coffee and Tea.” April 21, 2019. https://www.peets.com/ 

“Green Mountain Coffee Roasters.” April 21, 2019. http://www.gmcr.com/ 
7 For a discussion of recent trends in agricultural commodity history, see: Deborah Fitzgerald, Lisa Onaga, Emily 

Pawley, Denise Phillips, and Jeremy Vetter. “Roundtable: Agricultural History and the History of Science.” 

Agricultural History 92, no. 4 (Fall 2018): 569-604. 
8 Bruce Robbins. "Commodity Histories." PMLA 120, no. 2 (2005): 454-463.  

https://www.starbucks.com/
https://www.peets.com/
http://www.gmcr.com/
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growth, development, and international trade, and social history, analyzing how commodity 

production influenced governance, land-owning, and class relations. Notable examples of books 

that focus on just one commodity are Cocaine by Paul Gootenberg, In the Shadows of State and 

Capital by Steve Striffler which examines the United Fruit Company in Ecuador, and Bananas 

by Peter Chapman.9 Each of these books explains part of a country’s history by focusing on how 

commodity production influenced state politics and economics, rather than the reverse. 

A seminal work in this economic history is From Silver to Cocaine: Latin American 

Commodity Chains and the Building of the World Economy, 1500–2000, an anthology edited by 

Steven Topik, Zephyr Frank, and Carlos Marichal.10 The idea that commodity chains, including 

gold, silver, oil, cocaine, and coffee, influenced the growth of Latin America is well-accepted, 

but the book explores both how changes in the global north impacted Latin America as well as 

how Latin Americans responded to these changes as active players in the global market. The 

book also asks several questions that guide literature on commodities, focusing on the economic 

impact of commodities and their historical price variations, the role they played in state 

formation, and how supply chains between Latin America and the United States and Europe 

influenced domestic politics in Latin American nations.11 This thesis aims to answer one 

fundamental question by focusing on Costa Rican coffee production in the city of Atenas. 

                                                           
9 Paul Gootenberg. Cocaine: Global Histories, (Abindgon, United Kingdom, Routledge Press, 1999). 

Steve Striffler. In the Shadows of State and Capital: the United Fruit Company, popular struggle, and agrarian 

restructuring in Ecuador, 1900-1995. (Durham, Duke University Press, 2002).  

Peter Chapman. Bananas: How the United Fruit Company Changed the World.  (Edinburgh, United Kingdom, 

Canongate Press, 2009). 

10 Steven Topik, Zephyr L. Frank, and Carlos Marichal. From Silver to Cocaine: Latin American Commodity Chains 

and the Building of the World Economy, 1500–2000. (Durham, Duke University Press, 2006). 
11 Ibid, 17. 
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Namely, it asks: How did changes to the international coffee market since the 1980s affect the 

ways in which Costa Ricans produced coffee?  

The thesis also fits within a more specific subfield of commodity history that deals 

specifically with coffee, which has an extensive body of literature. Jeffrey Paige, a sociologist, 

detailed Central American coffee production in a book published in 1998 titled Coffee and 

Power: Revolution and the Rise of Democracy in Central America, which chronicles the 

relationship between landowners, workers, politics, and coffee in Nicaragua, El Salvador, and 

Costa Rica. He divides the book chronologically, rather than by country, which shows how each 

country responded to an era’s specific challenges in the global commodity market. For example, 

while Costa Rican producers were mostly eager to embrace a deregulated global coffee market in 

the 1980s, Nicaraguans resisted such a movement.12 Other notable works include The Global 

Coffee Economy in Africa, Asia, and Latin America by William Clarence-Smith and Steven 

Topik, as well as Coffee, Society, and Power by William Roseberry, Lowell Gudmundson, and 

Mario Samper, both of which are edited anthologies of coffee-related essays.13  

These books share several traits that are common in commodity histories. First, they 

focus on a relatively small set of farmers as a case study to apply to the country at-large. They 

also treat coffee production as an important factor in democratic participation and analyze how 

land ownership of coffee farms relates to political power. Like this thesis, the books also note 

that the coffee trade is the product of an interaction between producers and consumers. For 

                                                           
12 Paige, Jeffrey M. Coffee and Power: Revolution and the Rise of Democracy in Central America. (Cambridge, 

Harvard University Press, 1999): 180-192. 
13 William Gervase Clarence-Smith and Steven Topik. The Global Coffee Economy in Africa,  

Asia, and Latin America 1500-1989. (Cambridge, United Kingdom, Cambridge University Press, 2003).  

William Roseberry, Lowell Gudmundson, Mario Samper. Coffee, Society, and Power in Latin America. (Baltimore, 

Johns Hopkins University Press, 1995). 
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example, Paige highlights the ways in which the U.S. not only consumed Costa Rican coffee, but 

also sought to prevent Nicaraguan production during the rule of the Sandinistas.14 Lowell 

Gudmundson, examining an earlier period, notes that Costa Rican coffee grew rapidly in the late 

1800s in part because British consumers valued the country’s reputation for growing milder 

coffee beans.15 This thesis picks up on this trend in the commodity literature, analyzing how 

producers responded to changes in the United States and its trade policies that followed the Cold 

War. 

However, this thesis diverges from the literature in that none of these books have dealt 

specifically with Costa Rican production. This lack of scholarship on Costa Rican coffee exists 

for two main reasons. First, although Costa Rican coffee is well-known for its association with 

quality beans, it remains a relatively small producer when compared to other Central American 

countries, producing less volume than Guatemala, Honduras, and Nicaragua. In 2017, Costa Rica 

produced 1,560 bags of coffee, whereas Guatemala produced 3,700 bags and Honduras produced 

7,700 bags.16 Interestingly, while Costa Rica is a relatively small producer, it is the third-most 

recognized country for producing coffee by American consumers.17 Second, Costa Rica has 

maintained a period of peace since its brief civil war in 1947. Since then, the country has 

endured a stable democracy, steady economic growth, and no military conflicts, while 

Guatemala, Honduras, and Nicaragua each experienced protracted military conflicts during the 

                                                           
14 Paige, Coffee and Power. 
15 Lowell Gudmundson. “On Paths Not Taken: Commercial Capital and Coffee Production in Costa Rica,” in The 

Global Coffee Economy. 335-342. 
16 International Coffee Organization. “Global Production Figures: 2014-2017” 

See also: Jimmy Bolaños. “Nicaragua Coffee Annual Report.” U.S. Department of Agriculture, Global Agriculture 

Information Network, June 2017.  

Victor Gonzalez. “Costa Rica Coffee Annual Report.” U.S. Department of Agriculture, Global Agriculture 

Information Network, June 2017. 
17 “Annual Report,” National Coffee Association, 2015: 21. 
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Cold-war era. Thus, much of the history regarding coffee in Central America has focused on the 

role that the crop played in democratic participation and labor relations, drawing scholarship 

away from Costa Rica towards its northern neighbors.18 This period of peace has also bolstered 

the idea of “Costa Rican exceptionalism,” the idea that Costa Rica’s success indicates a 

superiority compared to other Central American nations. This notion has influenced scholarship 

on coffee production, with some economists and historians claiming that Costa Rica’s model of 

production has engendered its success as a democracy, although the evidence for this claim is 

weak.19 

Another consequence of these trends is that much of the scholarship focuses on the 1870s 

to the 1950s, the broad period that preceded civil conflicts during the Cold War. Many books on 

coffee came out in the 1980s or 1990s, meaning that little literature has covered the last three 

decades of Latin America’s coffee market, thereby missing the introduction of free-trade, the 

deregulation of coffee markets and supply quotas, and major changes in U.S. and European 

demand through the rise of specialty gourmet coffee and fair-trade consumption.20 

One exception that does focus exclusively on Costa Rican coffee production is Coffee 

and Democracy in Modern Costa Rica by Anthony Winson. This book documents the role that 

coffee producers played in Costa Rican politics from the 1940s to the 1980s.21 Winson analyzes 

how coffee farmers responded to changes in national policy towards coffee, including the 

imposition of an ad valorem tax on the commodity and the creation of ICAFE, a national body to 

regulate production. He organizes the book chronologically, covering coffee production in a 

                                                           
18 Paige, Coffee and Power, 7. 
19 Ibid., 21-45. 
20 Ibid., 1-21. 
21 Anthony Winson. Coffee and Democracy in Modern Costa Rica, (New York, St. Martin’s Press, 1989). 
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narrative format that highlights a change in the coffee market, the government’s response, and 

the subsequent response of farmer’s.22 However, like much of the literature on coffee, the book 

came out in 1988, towards the end of the “Central American crisis.” This thesis starts off where 

Winson’s book leaves off – in the 1980s, the subsequent coffee crisis, and the rise of fair-trade 

and cooperative movements. 

Two other recent books focus heavily on Costa Rican coffee production. First, Bruce 

Wilson wrote extensively about coffee in his book Costa Rica: Politics, Economics, and 

Democracy, which gives a broad overview of the country’s history from independence to the 

1980s.23 Another is by a sociologist Peter Luetchford, which discusses the morality of fair-trade 

coffee production and the attempts to provide a better livelihood for Costa Rican coffee 

farmers.24 However, while it is the most recent book on the subject, it was written over ten years 

ago and focuses more on sociological surveys rather than the fair-trade movement’s background. 

Thus, this thesis will examine three key components of Costa Rican coffee production 

that are missing from current commodity history. First, it will cover the background and history 

of the coffee economy, including a brief overview of the global coffee market followed by an in-

depth review of Costa Rica’s production. I will briefly cover the introduction of coffee as a 

major export in the 1880s, a period in Latin America known as the export boom and continue 

this history through the civil war in 1947 and the decline in political power of large landowners. 

However, most of the chapter will focus on the era shortly before 1989 and will thus provide the 

backdrop for the rise of fair-trade and cooperatives. 

                                                           
22 Winson, Coffee and Democracy, 167-177. 
23 Bruce Wilson. Costa Rica: Politics, Economics, and Democracy. (Boulder, Lynne Rienner Publishers, 1988). 
24 Peter Luetchford. Fair Trade and a Global Commodity. (Pluto Press, London, 2008). 
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Second, this chapter will diverge most strongly from existing literature on coffee by also 

examining why the fair-trade movement emerged in the United States and linking that domestic 

history with the actions of producers in Costa Rica. I will explore why Americans slowly 

reduced their coffee consumption after the 1960s and how that affected global prices. 

Additionally, the paper will cover why and how fair-trade was introduced and explore the 

relationship between fair-trade and free-trade in coffee. Lastly, the chapter will examine the 

growth of specialty coffee, including second-wave coffee shops like Starbucks and more recent 

movements like direct-trade sourcing. 

 Lastly, in the third chapter, this thesis will highlight how Costa Rican producers 

responded to these changes in consumption patterns by focusing on a cooperative of 1,300 

workers in Atenas, Costa Rica. Founded in 1969, the cooperative grew in response to domestic 

political changes, and interviews with the farmers illuminate how the co-operative chose to 

respond to the emergence of fair-trade. From this cooperative, I hope to explore how Costa Rican 

producers reacted to changing desires of American consumers.  
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Chapter 1: Buzzed: The Coffee Economy and History 

Global Coffee Market 

 Coffee follows a dynamic supply chain as it travels from farm to cup. A brief overview of 

this journey from bean to cup will help illuminate subsequent discussions of coffee production. 

First, a coffee tree is planted, typically on a farm between one to five hectares in the case of 

Costa Rica, taking five years to harvest after it is first grown.25 It is then harvested by hand and 

brought to a coffee mill, where the pulp is removed and the beans are left to dry in a stage known 

as “processing.” Typically, farmers sign a contract prior to harvest, although the patterns vary by 

country. In Costa Rica, for example, producers typically sign a contract with a buyer, typically a 

large buyer like Sara Lee or Kraft, which is then sold according to the current global coffee and 

the specific bean’s quality (also known as “hardness”), type, and processing.26 Dried coffee, 

which can stay good for up to two years, is then shipped to the consuming country where it is 

roasted, packaged, and sold.27 

 This pattern of Latin American production for U.S. and European production began in the 

late 18th century, but the period between 1830 and 1930 is known as “the coffee century” for the 

region.28 In 1770, the world produced 320 metric tons, and the only significant producing region 

of Latin America was the Caribbean. Coffee expanded to the continental Americas towards the 

end of the century, and global production reached 90,000 tons by 1820 and 1,600,000 tons by 

1920.29 During this period, coffee expanded across Latin America, finding fertile ground in 

                                                           
25 Raluca Dragusanu and Nathan Nunn. “The Effects of Fair Trade Certification: Evidence From  

Coffee Producers in Costa Rica.” Working Draft. (February 2018): 10. 
26 Ibid. 
27 Some large producers may choose to roast the coffee at the mill, although this method is less frequent because 

roasted coffee has a much shorter shelf life than green, unroasted coffee. 
28 Topik, Global Coffee Economy, 7. 
29 Roseberry, Gudmundson, Samper, 3-7. 
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Brazil, which became the world’s largest producer by the mid-19th century. Farmers in 

Colombia, Central America, and southern Mexico also began growing the plant, often driving 

internal migration towards the lucrative commodity.  

 As coffee expanded across Latin America, so did its modes of production. In Brazil, a 

large plantation system emerged that could individually grow over 100,000 coffee trees, typically 

worked by slave labor.30 Colombia found ample territory for coffee production in the Andean 

highlands, and expanded production from Antíoquía to Nariño, typically in medium-sized 

plantations.31 In the case of Costa Rica, however, a sparsely populated country covered by 

mountainous terrain, a pattern of small landowners emerged in the Central Valley surrounding 

the capital of San José.32 

 However, coffee was – and remains – slow to respond to changes in overall demand. 

Because coffee is a perennial, it must be planted typically five years before its first harvest will 

be collected. This means that producers must estimate future demand and are often left to sell 

coffee below the cost of production. However, while farmers can plant different crops during 

periods of low demand and prices, they are often hesitant to replace coffee trees with a different 

product, in case the price simply rises again. The most severe instances of this happened in the 

1890s, when a depression in the United States dampened demand, and again in the 1930s with 

the Great Depression.33 In Costa Rica, planting coffee became something of a “playing a 

gambling game,” where producers must decide their production levels well before they know if 

they will be profitable.34 

                                                           
30 Topik, Global Coffee Economy, 6-10. 
31 Ibid. 
32 Winson, Coffee and Democracy, 2-9. 
33 Ibid. 
34 Luethchford, Fair Trade, 61-63. 
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Coffee Prices 1913 - 1953 

35 

 As a result of the decrease in demand following the Great Depression, global prices of 

coffee dropped dramatically, and the United States recognized the potential of a long-term 

depression in coffee prices to increase unemployment and thereby foster Nazi sympathies, 

especially in Brazil which produced over half the world’s coffee at that point.36 To prevent this, 

the United States spearheaded talks with coffee-producing nations in Latin America. In 1940, 

these talks led to the Inter-American Coffee Agreement, which set quotas on production for each 

member and doubled prices over the following four years.37 This restriction achieved success in 

                                                           
35  Image taken from Martin, H. Frances. “A History of Coffee Prices in the United States, 1840-1954.” Monthly 

Labor Review 77, no. 7 (July 1954): 765-767. 
36  Paweł Bożyk. (2006). Globalization and the Transformation of Foreign Economic Policy. (Farnham, United 

Kingdom, Ashgate Publishing, Ltd, 2006): 98. 
37 Fridell, Gavin. Fair-trade Coffee: the prospects and pitfalls of market-driven social justice.  (Toronto, Canada, 

University of Toronto Press, 2007): 122-140. 
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creating price stability, until 1989, when the emergence of Vietnamese production, growth in 

Brazilian production, and a renewed commitment to free trade in the United States led to the 

collapse of coffee quotas, and subsequently, a crash in the global price of coffee.38 In this crash, 

the global price of coffee fell from $1.65 per pound to $.80, dropping 50 percent over the course 

of just one year.39 However, because of drought conditions and the perennial nature of coffee 

trees, the price gradually rebounded, until 1997, when it began dropping from $2.80 per pound to 

$.42 per pound by 2002.  

 

Coffee Prices 1989-2014  

40 

                                                           
38 Dragusanu, “The Effect of Fair Trade,” 1-4. 
39 Ibid., 8-9. 
40 Graph taken from Dragusanu, “The Effect of Fair Trade,” 4.  
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 This collapse in global prices sets the stage for the focus of my paper. The long-term 

collapse of prices from 1997 to 2005 helped to spur the growth of fair-trade coffee movements in 

the United States and brought increased attention to the welfare of producers. As many producers 

in Central America faced unemployment, prices below the cost of production, and low wages, 

global attention was drawn to how consumers could help alleviate the issue. Chapters 2 and 3 

will examine in-depth the growth of these movements in the United States and how Costa Rican 

producers responded to these changes. 

Costa Rican Coffee History 

 Relatively little is known about the beginnings of coffee production in Costa Rica. 

Different sources give different dates for its introduction, but it is highly likely that the plant first 

arrived in the country in the late 18th century, when most colonial coffee production occurred in 

the Caribbean islands of Puerto Rico and Saint Domingue.41 Previously, landowners in Costa 

Rica tried to grow cacao, cattle, and tobacco, but with little financial success.42 However, once 

coffee took off in the mid 1800s, it grew rapidly, unhindered by the mercantilist restrictions that 

governed exports in other Central American nations.43 In 1854, Costa Rica exported 2.5 million 

kilograms, but by 1870 that figure had grown to 10 million kilograms.44 

 While coffee producers in Costa Rica today face many lingering market challenges, the 

crop has undoubtedly played an important and formative role in the country’s national identity. 

Moreover, because Costa Rica has experienced a long period of peace and economic growth 

                                                           
41 Wilson, Costa Rica, 16. 
42 Ibid. 
43 Ibid., 24.  
44 Revista del Instituto de Defensa del Café 4, no. 25 (1936): 385.  
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since 1949, some Costa Ricans attribute coffee to their country’s success.45 However, this 

explanation deserves critical analysis, given that Costa Rica’s northern neighbors have also 

grown coffee since the nineteenth century.   

The Rural Egalitarian Legend 

Varying explanations for coffee’s success in Costa Rica have emerged, but one 

prominent theory among elite Costa Ricans is called “rural egalitarianism.” The theory states 

Costa Rica’s coffee economy developed through small, egalitarian landholdings that in turn 

created more equal democratic power and produced better coffee.46 La Nación, the country’s 

leading newspaper and voice of the coffee elite, argued for the rural egalitarian legend in 1952, 

stating: “The fortunate distribution of land in small plots had endowed our country with a 

consistency of order, a spirit of peace, a love of freedom and a solid foundation for 

democracy.”47 Carlos Monge Alfaro, a founder of the University of Costa Rica, writes in 

Historia de Costa Rica: “To understand the special concern for liberty that Costa Ricans have 

always shown, the respect of the country’s leaders for law and human life, one must know the 

yeoman who labored on the land. This is the axis, the backbone of our history, the nucleus of 

Costa Rican society.”48
  

Lowell Gudmundson, whose book explores the validity of the rural egalitarian 

explanation, still calls it “one of the most attractive” national legends, pointing out that Costa 

Rica was, in fact, less stratified than other Central American nations on the eve of the coffee 

                                                           
45 Gudmundson, Lowell. Costa Rica Before Coffee: Society and economy on the eve of the export boom, (Baton 

Rouge, Louisiana State University Press, 1986): 4-6. 
46 Paige, 237-240. 
47 La Nación, page 4a, 5 March 1952. 
48 Alfaro, Carlos Monge. Historia de Costa Rica. (San José, Costa Rica, University of Costa Rica, 1959). 

    Paige, 120. 
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boom. 49 However, the legend of a classless society without any social stratification makes the 

theory considerably more legend than truth. Gudmundson, looking at the first half of the 

twentieth century in a separate essay, points out that Costa Rica’s landholding patterns were 

equally as stratified as El Salvador’s.50 

Theodore Creedman takes a more critical tone and labels it a “white legend,” pointing out 

that the myth portrays Costa Rica as a perpetually peaceful society with no poverty, which may 

describe white landholders, but leaves out the country’s migrants increasingly used in the 20th 

century to produce bananas on the Caribbean coast.51 Moreover, it ignores the existence of 

slavery into the nineteenth century which contradicts the very notion of egalitarianism.52 This 

pattern is especially relevant to the modern coffee economy in Costa Rica, which employs 

thousands of Nicaraguans to do the hardest and most intensive parts of coffee farming. By 

focusing on the welfare of landowners, rather than laborers, the “white legend” of coffee farming 

ignores and minimizes the struggles that Nicaraguan and indigenous workers face in Costa 

Rica’s industry.   

 The legend is especially important for the coffee industry because the crop is best fit for 

small landholdings. However, during both the colonial and coffee era, Costa Rica still had 

complex, unequal class relations, including in coffee production. In 1850, “three-quarters of all 

coffee production” was owned by just three Spanish colonial families, one of which could trace 

                                                           
49 Gudmundson, Costa Rica Before Coffee, 1-2. 
50 Lowell Gudmundson, “Class Formation in a Smallholder Coffee Economy: 1850-1950” in Coffee, Society, and 

Power in Latin America. (Baltimore, Johns Hopkins University Press, 1995): 114-117. 
51 Thomas Creedman. Historical Dictionary of Costa Rica. (Metuchen, New Jersey, Scarecrow Press, 1977).  
52 Kirk Bowman. “New Scholarship on Costa Rican Exceptionalism.” Journal of Interamerican Studies and World 

Affairs, 41, no. 2 (Summer 1999): 123-130. 
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its lineage to Juan Vásquez de Coronado, a Spanish conquistador known for colonizing Costa 

Rica and serving as its first governor.53  

The rural egalitarian myth states that Costa Rica’s success as a democracy stems from its 

middle class of small landowning coffee producers. However, while Costa Rica was nominally a 

democracy in the nineteenth century, large coffee farmers played an increasingly large role in 

elections as Costa Rica produced more and more coffee.54 For 100 years, Costa Rica remained a 

single-crop economy, which meant coffee played a major role in national politics. Each 

presidential election since 1984 has featured a candidate who comes from a major coffee-

producing family. Even Oscar Arias Sanchez (1986-1990; 2006-2010), President and winner of 

the Nobel Peace Prize, is descended from the historically powerful Montealegre coffee family, 

which can trace its lineage to Coronado.55 

However, the “rural egalitarian” story is correct in that Costa Rica was remarkably well-

positioned to rapidly adapt coffee in the 19th century. Expansive rural highlands surrounding the 

capital (first Cartago, then San José) facilitated high-quality coffee production. In high elevation, 

coffee beans take longer to develop due to thin air, allowing the bean to absorb more of the 

fructose from the surrounding coffee cherry, imparting a sweeter flavor. Combined with ample 

rain, ideal coffee growing temperatures, and fertile volcanic soil, Costa Rica was (and remains) 

geographically well-suited for quality coffee production. Additionally, until the introduction of 

the banana, coffee was Costa Rica’s largest agricultural export. Earlier farmers had tried growing 
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tobacco and sugarcane, but with little success.56 For that reason, Costa Ricans looking for 

valuable exports during the export boom turned to coffee. 

This push towards coffee growth can be seen in the government’s policies beginning in 

the early 1800s. Recognizing the need to incentivize coffee production during its early years, in 

1825, the government abolished a 10 percent tax on coffee that it applied to other exports.57 

Braulio Carrillo Colina, the Head of State in the 1830s, attempted to build a road between the 

Central Valley and the Caribbean coast, and also distributed coffee trees to any farmer willing to 

grow it. As wealthy landowners used their European connections to sell coffee, they set up banks 

in Costa Rica that lent to smaller coffee owners and eventually came to dominate the country’s 

banking sector.58  

The Coffee Century: 1880 to 1980 

In the 1880s, the government embarked on a series of partnerships to build a railroad 

from San José to the port of Limón on the Caribbean coast and ended up contracting with Henry 

Meiggs, an American who had begun building railroads in Chile and Peru after fleeing the 

United States for real estate fraud. However, upon Meiggs’ death, his nephew Minor Keith took 

over the project. After a series of setbacks due to malaria, yellow fever, and dense jungle terrain, 

the Costa Rican government defaulted on its payments to Keith and in exchange offered him a 

99-year lease on the rails as well as 800,000 acres of free land (nearly five percent of the 

country’s total territory). 
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The arrival of Minor Keith would significantly alter the course of Central American 

agricultural history. First, in 1883, Keith married the daughter of José María Castro Madriz, and 

their son would become a two-term president of Costa Rica.59 Second, the railway, once 

completed in 1880, allowed processed coffee to be transported directly to the Caribbean coast for 

export to the United States and Europe, dramatically lowering transportation costs.60 Most 

notably, however, the story set the stage for the introduction of the banana. After realizing that 

the transportation of coffee could not pay back his debts, Keith began experimenting with other 

economic endeavors, using his land to grow and export bananas. After seeing commercial 

success by shipping bananas from Limón to New Orleans, Keith founded the Tropical Trading 

and Transport Company, which would eventually merge to become the United Fruit Company. 

This would create two long-term effects for Costa Rica. First, bananas would slowly eclipse 

coffee as Costa Rica’s most valuable agricultural export. Today, bananas are worth $1.75 billion 

to Costa Rica’s export economy, compared to $323 million for coffee.61  

 However, coffee production continued to dominate Costa Rica’s exports rise in the late 

1800s, a period often referred to as the “export boom.” Although production levels fluctuated 

annually, the total export volume rose to 25 million kilograms by 1930, nearly triple its 1870 

level, most of which was sold to the United States and the United Kingdom.62 Production 

occurred mostly on family-owned farms (less than 50 manzanas, or 86 acres), and large 

landowners (greater than 100 manzanas, or 172 acres) represented less than 25 percent of coffee 
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trees.63 However, these large owners held outsized political power, with strong connections both 

to San José and American vendors. 64 In 1914, the conflict between large oligarchic coffee 

producers and the more numerous family producers came to a head as World War I dampened 

global trade. To soften the impact on farmers, President González Flores (1914 – 1917) 

introduced a progressive tax on the coffee oligarchs, who then organized a coup led by Federico 

Trinoco Granados in January 1917. However, President Woodrow Wilson refused to recognize 

Trinoco, cutting off Costa Rica to American markets, which led to a guerilla insurrection 18 

months later.65 Importantly, the incidents showed the power that coffee owners had over Costa 

Rican politics and the importance of access to American markets. The Trinoco coup also 

weakened the power and legitimacy of the national army as many Costa Ricans blamed for the 

unsuccessful overthrow even though it had been planned by the coffee elite.66   

 Costa Rica remained a single-crop economy throughout the first half of the twentieth 

century. Elite control was more prominent in the “triple monopoly” of credit, processing, and 

marketing coffee, rather than actual landholding itself. This power was eventually mollified by a 

series of modest liberal reforms that sufficiently appeased both the working class and large 

landowners. The three-term liberal president Ricardo Jiménez (1910-1914, 1924-1928, 1932-

1936) created the National Insurance Bank and the School of Agriculture, both measures meant 

to break up the power of the triple-monopoly.67 In response to a crash in coffee prices following 

the Great Depression, Jimenez also created the Instituto de Defensa del Café (now known as 

Instituto del Café de Costa Rica, or ICAFE), an independent governmental body that dictated 
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coffee standards and market to consumers.68 In the face of difficult economic conditions, Costa 

Ricans held faith in the ability of coffee to manage the country out of the Great Depression. In 

the late 1930s, as global coffee prices recovered and economic conditions improved, the coffee 

industry’s ability to solve class conflict through government intervention became an important 

part of the national identity.69 

However, the state’s ability to completely reconcile conflict between classes broke down 

with the Revolution of 1948 – the bloodiest conflict in Costa Rican history. After Costa Rica 

held a highly disputed election in 1948, the electoral tribunal announced that Otilio Ulate, of the 

National Union Party, had been elected president. Candidate Rafael Angel Calderón Guardia, 

who had run on the incumbent communist party ticket, disputed the result and used his control of 

the military to force Ulate into exile and claim the presidency. José Figueres, a member of the 

National Union Party that was aligned with Ulate, then marched on the city of Cartago with a 

group of rebels, capturing it after a protracted battle and ending the war shortly after. With over 

2,000 dead, José Figueres took power and abolished the national army to avoid another military 

coup or civil war.70 

Figueres initially had the backing of many coffee elites, who opposed Calderón’s 

communist alliances and feared land redistribution. However, after taking power, Figueres 

implemented a series of reforms that angered and diminished the power of the coffee elite. He 

created a national bank, nationalizing the industry that had been lucratively controlled by the 

coffee elite. He also expanded the state’s role into other industries, including electricity and 

healthcare, drawing criticism from the coffee elite’s national newspaper, La Nación, which 
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labeled his rule a “storm of hatred.”71 Although the coffee elite had helped Figueres defeat and 

exile communists from Costa Rica, ideas of social reform and state involvement in the coffee 

industry remained. 

Under President Figueres, the state increasingly regulated relations between coffee 

producers and processors, especially through the Instituto del Café (ICAFE).72 Coffee exports 

had to be logged with ICAFE and priced according to their standards. ICAFE also offered 

subsidies to grow coffee exports and negotiated with the newfound International Coffee 

Organization (ICO), an international body responsible for setting coffee prices, quotas, and 

quality grading standards. 

Importantly, the ascension of Figueres and his creation of a market-based welfare state 

under the Partido Liberación Nacional significantly diminished the appeal and power of 

communism in Costa Rica. The coffee elite was, for the most part, happy to pay taxes in 

exchange for keeping producers happy.73 This informal agreement resulted as much from 

domestic politics as it did fears of a communist revolution from large landowners. Coffee 

farmers in Costa Rica feared a revolt like “La Matanza” in El Salvador or the civil war that broke 

out in Guatemala in 1954 and saw the tax reforms as an acceptable price to pay to avoid a similar 

revolt. Even today, many coffee farmers believe that the reforms create a relatively high degree 

of social cohesion. “The welfare reforms… are why we don’t have to live the way they do in 

Guatemala” said one coffee processor interviewed by Jeffery Paige.74 “We don’t want to end up 
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like El Salvador,” said a coffee producer I interviewed, referring to the country’s 12-year civil 

war.75 

These reforms aimed to create more equitable production chains by regulating the 

oligopolistic processing industry, empowering small farmers by centralizing international 

negotiations, and making sure that they had access to agricultural technologies.  Overall, the 

reforms also greatly increased production over the next decades. Between 1950 and 1980, while 

coffee-producing lands doubled, total coffee yields grew six-fold due to increases in fertilizer 

and pesticide use and programs to give small and medium producer access to lines of credit.76 By 

1980, Costa Rica was the most efficient coffee-producing country in the world, measured by 

volume produced per hectare, demonstrating the remarkable success of the industrialization.77  

However, the program had mixed results when it came to creating equitable coffee 

production. On one hand, access to credit allowed for small producers to expand their yields, and 

by 1990 over forty percent of the country’s coffee was produced by small-holder cooperatives, 

with access to state credit and technological assistance.78 The rapid increases in production levels 

meant more revenue going to processors – a part of the supply chain still controlled heavily by 

the coffee elite. Seeing a need for large processing centers, well-connected coffee elite looked to 

foreign capital, building “mega-processing” centers.79 The growth also meant that elite producers 

began to resent the International Coffee Organization (ICO) and its quota system that they saw as 

outdated. The quota agreement, originally designed by Brazil and the United States in the 1930s, 

was meant to artificially boost prices by limiting global supply. However, large producers in 
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Costa Rica believed their high-quality and low-cost production meant they would perform better 

in a free-market system, and 40 percent of production already was sold outside the agreement.  

While the United States had earlier lobbied for the creation of international coffee quotas, 

by 1989, near the end of the Cold War, the U.S. government had switched positions and began 

lobbying ICO to draw up expanded quotas that would be more favorable to American consumers 

and coffee companies. Costa Rica, dissatisfied with ICO’s limiting quotas and quality standards, 

joined the U.S. in its lobbying effort. After months of negotiations, ICO member countries were 

unable to come to an agreement, leading to a collapse of the International Coffee Agreement in 

1989.80 Prices steadily declined in subsequent years, from $140 to $70 by 2001, a 30-year low.81 

This long-term depression especially harmed the small, less efficient farmers who produced 

coffee at the margin, paid similar pre-crash prices to processors, but received far less revenue in 

return. 

The response from consumers to this crash, especially through a demand for responsible 

sourcing is the subject of Chapter 2. The way that producers responded to the crash is the subject 

of Chapter 3 and includes the formation of coffee cooperatives, the adoption of fair-trade 

practices, and the marketing of specialty coffee.  
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Chapter 2: Crash: How American Consumers Responded to the Coffee Crisis 

American Coffee Consumption Since 1965 

Although the rise of a “Starbucks on every corner” seems to suggest an increase in 

American coffee consumption, per capita consumption rates have actually experienced a steady 

fall between 1965 and 2005 which has contributed to the coffee crisis and the commodity’s long-

term price decline. Because coffee is a commodity, its price depends on its overall supply and 

demand. While global supply has increased dramatically since the 1960s, demand has remained 

largely stagnant – per capita declines in consumption have only been weakly offset only by a 

growing population in consumer nations as well as emerging markets in China and South 

Korea.82  A variety of explanations for the phenomenon exists, but the most plausible reasons 

relate to improvements in coffee-making efficiency, health concerns, and increases in soda 

consumption. 

 In terms of efficiency, the largest effect comes from improvements to coffee makers. The 

metal coffee makers and percolators that were common in households before 1970 used more 

coffee per cup than did the Mr. Coffee machines that became common in subsequent decades.83 

Additionally, shipping times have improved dramatically, meaning less coffee spoils en route. 

Improvements in storage have extended the shelf-life of roasted beans, including the invention 

and spread of the one-way valve, which blocks oxygen from entering a bag and spoiling beans.84 

Since 2000, Keurig coffee makers (and similar competing brands) have standardized the amount 

of coffee needed to brew a cup, reducing waste from excess coffee grounds (although, on the 
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other hand, increasing plastic waste).85 Because of these changes, American coffee imports have 

fallen more dramatically than the actual amount of coffee consumed by the average American.86 

Meanwhile, Americans also grew concerned about the health effects of coffee beginning 

in the 1970s. Although recent medical literature has suggested that coffee has a small, positive 

effect on health, many studies in the 1970s and 1980s suggested a link between coffee 

consumption and cancer.87 William Safire, a conservative New York Times columnist, argued 

against coffee consumption in 1977 to avoid supporting the Brazilian coffee cartel, even urging 

the Surgeon General to “issue a report on the danger of drinking too much coffee.”88 No such 

report was ever written by the Surgeon General, but a variety of other studies were published in 

subsequent years positing a dangerous link between coffee and public health. In 1981, the 

Harvard School of Public Health published a report linking coffee consumption to pancreatic 

cancer, although two months later, severe methodological flaws were found in the study.89 In 

1991, the World Health Organization classified coffee as a “possible human health carcinogen,” 

only retracting that classification in 2016 and admitting coffee drinking’s probable benefit to 

human health.90 
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Ironically, the third major reason that coffee consumption fell was due to a rising market 

share for soft drinks, which are now widely cited as detrimental to human health.91 From 1966 to 

1971, soda consumption rose from 20 to 30 gallons per person per year.92 By 2000, that figure 

reached 50 gallons. The Pan-American Coffee Bureau (or PACB), a marketing group run by an 

association of American coffee vendors, had largely ignored the “baby-boomer” demographic 

during the 1960s, but soda companies did not.93 In 1965, soda companies spent $100 million on 

advertising, twice as much as the coffee industry, much of it focused on teenagers and young 

adults.94 An article in The Tea and Coffee Trade Journal admitted: “coffee roasters appear 

willing to surrender the youth market.”95 The effort paid off for the soft drink industry, and as 

baby boomers entered into adulthood, the U.S. gradually shifted its preferred midday drink from 

coffee to soda.96 By 1988, 88 percent of sodas were consumed after 11am, while over fifty 

percent of coffee was consumed in the morning.97 While Americans had on average consumed 

several cups of coffee throughout the day, soda intake meant that coffee became primarily a 

morning beverage. 

However, despite the decline in coffee consumption between 1965 and 2000, recent 

trends show a steady reversal, especially among millennials in the United States.98 Amid 
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growing health concerns about the health effects of soda, coffee has seen a rebound in sales. 

Ironically, the very advertisements that drew consumers away from coffee 50 years ago may now 

be hastening soda’s decline amid a variety of reports that the industry paid scientists to blame 

heart disease on fat, rather than sugar.99 

The American market is especially important to Costa Rican producers because it is by 

far the largest market for the country, buying about 53 percent of the country’s total coffee 

exports.100 Moreover, the United States is a major of specialty and fair-trade coffee, both of 

which give a valuable price premium to producers. 

Fair-Trade Coffee 

The rise of fair-trade, like the decline in American coffee consumption, began in the mid-

twentieth century. In the 1950s, religious groups with a strong belief in social justice, such as 

Mennonites, started to pursue direct supply contracts with suppliers abroad where they could 

ensure a fair price was paid.101 A group called Ten Thousand Villages began sourcing and selling 

clothing from Puerto Rico using direct relationships with the producers, opening a full shop for 

the goods in 1958.102  

However, the “alternative trade” practices, as they were labeled then, were not without 

controversy. In fact, a small group of economists and lawyers debated the antitrust implications 

of alternative trade in the Yale Law Journal, arguing about whether the trading groups engaged 
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in horizontal price collusion by eliminating competition for their goods. In comparison to today, 

when fair-trade is typically seen as an ethical choice for consumers, the leftist economist Edward 

S. Herman argued against fair-trade in 1955, saying that the price collusion exploited 

consumers.103 Despite the criticism, the debate about fair-trade died down after the 1950s, while 

the number of fair-trade shops in the United States gradually grew. In 1992, the various fair-trade 

congregations that had formed over the past decades created a national board called the “Fair-

trade Federation.”104  

However, other fair-trade groups grew out of activist movements on the political left, 

especially in Europe. Twin Trading in the United Kingdom was established to sell products from 

communist countries, including Cuba, Vietnam, and later Nicaragua.105 Certain groups in the 

United States sold “Café Nica” to explicitly violate the government’s embargo on Nicaraguan 

imports.106 In the early 1980s, these leftist groups organized a conference called “Who Cares 

About Fair-trade” which became one of the first instances of fair-trade referring to coffee 

production. 

The association between fair-trade and coffee formally began a few years later in 1988, 

when a Oaxacan coffee cooperative came up with a novel idea: asking development groups to 

pay higher prices in exchange for getting to say that they were providing livable salaries to the 

farmers. The Dutch development organization group Solaridad agreed and created the Max 

Havelaar license that would sell its label to a coffee company that paid a premium price on 

coffee. The group originally planned to pressure Sara Lee into selling certified fair-trade coffee, 
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but they were quickly rejected and instead took their pitch to local Amsterdam roasters and 

coffee shops, who agreed to roast and sell the coffee in exchange for the Max Havelaar label. 

This was the first time that coffee was certified as “fair-trade” and the idea sold well as it found 

Dutch consumers sympathetic with Nicaraguan farmers during the Sandinista regime.107 While 

fair-trade had previously referred mostly to crafts, the success of Max Havelaar’s coffee label 

shifted the movement towards agricultural products. 

Following commercial success in the Netherlands, Germany, and France, other European 

fair-trade organizations merged under one label called “TransFair” which quickly created an 

American counterpart called “TransFair USA.” In 1997, these fair-trade organizations created an 

umbrella group that lasts to today called the “Fairtrade Labelling Organization” (or FLO). 

Today, FLOt licenses out the fair-trade logo to individual national fair-trade groups.108 Although 

other fair-trade organizations would be created (including the World Fair-trade Organization, the 

Network of European World Shops, and the European Fair-trade Association), FLO remains the 

industry standard, based out of Bonn, Germany where it is run by its 25 member labelling 

initiatives.109 

However, fair-trade coffee began at different times in different countries, and it remains a 

loose term to describe a variety of different organizations. There is no single “fair-trade” 

organization or set of legal requirements to certify if something is “fair-trade.” For example, 

Equal Exchange has been selling coffee in the United States sourced directly from farmers since 

its founding in 1986. Nevertheless, it took two decades of verification for Equal Exchange to use 
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the “Fair-trade USA” label. In the United Kingdom, Cafédirect is a fair-trade group that today 

controls 14 percent of the country’s coffee market, despite using its own standards for “fair-

trade” certification. Fair-trade coffee also debuted notably later in the United States than Europe. 

Not until 1999 did formal fair-trade coffee formally appear in U.S. markets, two years after Fair-

trade USA was created, and more than a decade after the introduction of unofficial fair-trade 

groups like Global Exchange and Equal Exchange. 

Fair-Trade and Unfair Corporate Activism 

 Despite the movement’s roots in leftist activism, it was the World Trade Organization 

(WTO) and Starbucks that catalyzed fair-trade’s growth in the United States. In November of 

1999, the WTO hosted a ministerial in Seattle, Washington that was meant to spur the next round 

of trade talks in the new millennium. Instead, the meeting drew massive protests of over 40,000 

demonstrators rallying against what they saw as environmental and labor abuses caused by 

unregulated free trade. The scale of the protests as well as the police response, which led to the 

resignation of Seattle’s police chief, drew widespread coverage from national news outlets and 

remained the lead story for the next four days.110 According to later media studies, the incident 

marked the first time in recent decades that the American public witnessed such widespread and 

dramatic opposition to free trade and globalization.  

Starbucks, based out of Seattle, was by then the largest national coffee chain and a 

natural target for the anti-globalization protests. In fact, the protests reportedly began on Pike 

Street, the very location where Starbucks built its first store. In March 2000, Global Exchange, a 

fair-trade non-governmental organization that had participated in the WTO protests, planned a 
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second demonstration labeled “Roast Starbucks.”111 The organization publicly released a letter 

stating “The farmers who make you rich earn poverty wages…Sweatshops occur not only in the 

factory but also in the field."112 However, seeking to uphold its reputation as an ethical 

corporation, Starbucks reached an agreement with Global Exchange before the protests took 

place. Although they kept the exact specifications of the deal private, Starbucks agreed to sell 

TransFairUSA certified fair-trade coffee in each of its 2,300 stores, starting the program with its 

Central American beans. Shortly after this agreement made national news, the movement took 

off in local coffee shops, as many of them sought to match Starbucks in its ethics-based 

marketing.113  

 By 2007, over 30,000 coffee shops and stores sold fair-trade coffee and over 350 

companies roasted it.114 Ironically, the Starbucks deal proved to be bittersweet for the fair-trade 

movement. While the publicity catalyzed the growth of fair-trade in coffee shops, Starbucks 

never began to sell a significant amount of fair-trade coffee, doing little beyond its initial 

agreement with Global Exchange.115 The exact accounts of Starbucks coffee that is fair-trade 

vary, but it is likely around ten percent.116 Consumers in stores can only buy fair-trade coffee on 

occasion (none of their standard blends such as Verona or Pike Place are fair-trade) and 

customers cannot request that their drinks be made with fair-trade beans. For example, when 

Starbucks began selling fair-trade espresso in the United Kingdom, it took a full-page 

advertisement to announce the change, signifying that the company sees commercial benefits in 

maintaining its ethical reputation. In comparison, Dunkin Donuts, which does not equal 
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Starbucks’ public reputation for social responsibility, has sold fair-trade coffee beans for all of its 

espresso drinks in the United States since 2004.117,118  

 Starbucks has instead relied on its own brand of ethical certifications it calls Coffee and 

Farmer Equity (C.A.F.E.). The full list of requirements to meet C.A.F.E. practices is lengthy, but 

they have generally been less rigorous than FLO minimum requirements.119 For example, to 

meet the minimum standards under the “wages and benefits” subsection, workers must be paid 

regularly, on time and at or above the country’s minimum wage level. As one large Costa Rican 

coffee farmer interviewed noted, the Costa Rican government already enforces strict labor 

standards, so the anti-slave provision doesn’t change much.120  

 Moreover, C.A.F.E. practices do not necessarily go beyond standard supply chain 

governance. Starbucks pays a small premium to producers who meet over 80 percent of its 

C.A.F.E. practices, but the premium also helps to establish reliable long-term supply contracts 

with quality producers, and therefore driven at least in part by supply chain concerns, not ethical 

concerns.121 Compliance with international labor rights legislation is another motivating factor. 

For example, in 2010, California passed the “Transparency in Supply Chains Act,” followed by 

the “Modern Slavery Act” in the United Kingdom, both of which mandate corporations to report 

on efforts to identify risks for slavery in their supply chains. By creating the C.A.F.E. standard 

                                                           
117 Mary Ann DiMascio. “Facts about Dunkin’ Donuts Fair-trade.” Dunkin Donuts. March 2016. 
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119 “C.A.F.E. Generic Scorecard.” Starbucks Coffee Company, January 2016. Accessed March 19, 2019. 
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120 Interview with Rolando Vasquez Morena, General Manager of Café Santa Barbara. Interviewed by author in 

Heredia, Costa Rica on January 15, 2019. 
121 Kate MacDonald. “Globalising Justice within Coffee Supply Chains? Fair-trade, Starbucks and the 

Transformation of Supply Chain Governance.” Third World Quarterly 28, no. 4, (2007): 794-805. 
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that verifies worker pay on coffee farms, Starbucks can ensure compliance with these laws while 

marketing that compliance as ethical sourcing. 

 However, while Starbucks’ small quantities of fair-trade may not meet its public 

perception as an ethical company nor live up to the spirit of its 2001 agreement, it has still 

introduced more rigorous sourcing standards than the “big five” companies (Nestlé, Kraft, 

Procter & Gamble, Sara Lee, and Tchibo) that controlled 69 percent of the global coffee trade in 

2002.122 Nestle and Procter & Gamble alone accounted for two-thirds of retail coffee sales in the 

United States in 2004.123 Mara Fridell and her colleagues examined the response of the 

corporations to fair-trade in 2008, concluding that they have tried to delegitimize the movement 

and make it appear ineffective at improving farmer outcomes.124  

These corporations that dominate the coffee market have all signed the Sustainable 

Agriculture Initiative (SAI), which provides basic labor rights guidelines such as mandating 

access to a bathroom and prohibiting religious discrimination.125 These guidelines, while 

laudable, are not focused on improving farmer welfare in the same way that fair-trade is and do 

not guarantee protection against persistently low prices. In response to criticism from activists, 

these corporations have argued that fair-trade fails to address the core problems facing coffee 

farmers. Even granting this point, this defense ignores the empirical fact that coffee retailers 

benefit from low commodity prices – retail prices have historically been inelastic to commodity 

                                                           
122 Daniel Jaffee. “Weak Coffee: Certification and Co-Optation in the Fair Trade Movement.” Social Problems 59, 

no. 1 (February 2012): 105. 
123 Mara Fridell, Ian Hudson, and Mark Hudson.“With Friends Like These: The Corporate  

Response to FairTrade.” Review of Radical Political Economy 40, no. 8 (2008): 10. 
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34 
 

prices, meaning that a sharp drop in the purchasing price of green coffee corresponds to a much 

smaller retail price drop.126 

On the other hand, small, independent coffee shops are also skeptical of the fair-trade 

label, preferring their own individual ethical standards. Increasingly, over the last ten years, 

independent coffee shops have favored a practice called “direct trade,” which emphasizes 

individual relationships with farmers.127 Like fair-trade, the term direct trade has no legally 

binding meaning. Unlike fair-trade, however, direct trade has no national licensing body or 

industry standard criteria. Instead, direct trade broadly refers to a close relationship between the 

coffee producer and roaster.128 

 Even though the direct-trade model focuses first on maintaining coffee quality, its 

proponents claim the close relationship between buyer and seller has several benefits for the 

producer.129 First, it allows a greater share of the final price paid by a customer to go towards the 

actual producer of those coffee beans by reducing the share of middlemen. Second, producers 

can have a reliable income through a supply contract with a fixed price over several years.130 

Third, coffee roasters can pay for green coffee up-front, essentially giving a loan to producers to 

make capital investments.131 Roasters, meanwhile, benefit by seeking out high-quality producers 

that in turn provide tastier, more expensive beans. Additionally, the roasters can market their 

ethical supply chain and provide more specific tasting notes to customers132. 

                                                           
126 International Coffee Organization, “Composite Indicator Prices and U.S. Retail Prices: 1950-2017.” 
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 However, both the definition and effects of direct trade are disputed among American 

coffee roasters. In an article covering direct trade, one producer claimed the term “means not 

having middlemen.”133 Another stated the exact opposite, saying “an exporter and importer will 

always be necessary to complete the chain.”134 This middleman dilemma is especially relevant 

for Costa Rica, where the coffee sales must be logged through the national coffee institute, a law 

that was originally designed to ensure farmers received fair prices.135 Moreover, gourmet coffee 

shops are the biggest proponents and users of the direct-trade model, but these companies 

already pay a premium for high-end coffee, so it is difficult to separate the benefits of direct-

trade from the benefits of specialty coffee.  

Specialty Coffee 

The close association of direct-trade, which focuses on transparent farm-to-cup supply 

chains, and specialty coffee, which aims to maximize quality, is not a coincidence. Today, I can 

walk into one of many gourmet coffee shops in Austin, Texas and will undoubtedly find a bag of 

Arabica coffee labeled by its origin country and region, elevation, varietal, processing type, and 

tasting notes. These labels help track a coffee’s quality, but also mandate a clear supply chain. 

While this specific labelling is now commonplace in specialty coffee shops, it marks a sharp 

departure from pre-1980s coffee consumption.  

Before the 1970s, much of the coffee consumption in the United States was from Robusta 

beans, which is a cheap, bitter species of coffee plant, and was typically brewed via espresso 

machines or metal filters. However, for many of the same reasons that overall consumption fell, 
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specialty coffee gained popularity from the 1970s to the present day. The Mr. Coffee automatic 

drip coffee maker, paper filters, and valve-packaging did not just make coffee production more 

efficient, they also made it taste better.136  

At the same time, prices of standard-grade coffee beans were increasing, which made 

gourmet coffee less expensive in comparison. Mother nature drove this price shift when a frost 

hit Brazil’s coffee growing regions in 1975, which were responsible for about half of the world’s 

total production at the time, destroying its coffee trees and raising prices for the next five 

years.137 Because consumers were less willing to buy tasteless coffee for three times as much, 

they instead looked to quality coffee to justify the high prices. In the mid 1970s, quality coffee 

came primarily from Colombia and Costa Rica, who sold their coffee at a premium against the 

global commodity price.138 However, because Brazilian output had fallen dramatically, Costa 

Rican and Colombian coffee briefly occupied a larger percentage of the market, increasing the 

relative share of quality coffee being traded. 

This period was also when two west coast coffee shops opened their first doors. In 1966, 

Alfred Peet, recently laid off at Folger’s, decided to open a coffee shop in San Francisco. Using 

his expertise in roasting, he imported quality beans from Latin America and roasted them in 

small batches. Although he had hoped to draw fellow connoisseurs interested in tastier coffee, he 

instead found his store occupied primarily by “hippies” and “Berkeley kids” looking to consume 

coffee not sold by large corporations.139 Five years later, three entrepreneurs opened the first 

Starbucks in Seattle, buying beans from Peet’s. By 1980, Starbucks had six stores in the Pacific 
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Northwest and was rapidly expanding under the direction of its new CEO, Howard Schultz.140 

Schultz credits the rapid growth of Starbucks with its creation of a “third space” – an 

environment that functioned as neither home nor work, but something in between.141 This idea 

was not new – coffee houses were numerous in Europe and the pre-war United States but 

Starbucks was able to bring that “third place” to American cities and suburbs.142  

143 

In 1982, the Specialty Coffee Association of America (SCA) formed, which allowed 

small, gourmet shops to lobby the government, provide guidelines and standard practices, and 

hold trainings and competitions.144 Today, SCA publishes and sells reports on the operations of 

coffee shops, including sourcing green coffee, roasting, and brewing, and even markets a book 

titled “Field Guide Spanish for Coffee Buyers.” Beyond these guidelines, SCA also licenses the 

term “specialty coffee” for coffee that scores above 82 (out of 100), using a scale that averages 

                                                           
140 Ibid. 
141 Ray Oldenburg. The Great Good Place: Cafés, Coffee Shops, Bookstores, Bars, Hair Salons, and Other 

Hangouts at the Heart of a Community. (New York, Marlowe, 1999). 
142 Pendergast, Uncommon Grounds, 294-300. 
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fragrance, aroma, body, mouthfeel and flavor.145 Like “fair-trade,” this label can be licensed to 

be used with the organization’s logo but is also commonly used as a descriptive term for gourmet 

coffee like Starbucks or Peet’s, even though it is not licensed by SCA. Notably, SCA focuses 

many of its training and guidelines on fair-trade and two of its six core values involve ethical 

sourcing.146 

Fair-Trade and Specialty Coffee: A Special Relationship 

In 2008, fair-trade represented only two percent of the global coffee market, but more 

than ten percent of the specialty coffee market.147 This brings up the question of why fair-trade 

and specialty coffee developed such a close, almost synonymous relationship even though fair-

trade is primarily concerned with producer welfare and specialty coffee focuses on the end-

consumer experience.  

First, the link between fair-trade production and specialty coffee arose in the aftermath of 

the coffee crisis, when producers sought to differentiate their product beyond the label of “bulk 

commodity.”148 By selling their coffee as higher quality than other beans, producers could earn a 

premium on their production while coffee shops could distinguish themselves by differentiating 

their commodity against others. One way to differentiate coffee was to establish its ethical 

certification, so coffee shops in the early 2000s could draw in more customers by adopting the 

“fair-trade” label that had previously only been used in Europe. 

                                                           
145 Rachel Northrop. "Adding value to the supply chain." Tea & Coffee Trade Journal, (March 2017): 1-17. 
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This product differentiation required a higher level of monitoring and quality control than 

typical bulk commodity trading. Rather than combining an entire harvest in processing, a 

medium-sized producer who wanted to begin selling gourmet coffee (between 3 to 10 hectares) 

had to sort their coffee beans by elevation, keep them separated during processing and milling, 

and then package each grade of bean separately. These logistics increased labor costs, which in 

turn required a higher price for the farmer to be profitable. 

Other aspects of gourmet coffee production also increased costs and risks for producers. 

For example, natural processing has increased in popularity over the past decade among gourmet 

coffee shops.149 In natural processing, coffee cherries are left on a coffee bean while it dries, 

allowing the bean to soak up more of its surrounding fruity, sugary husk, which imparts a 

sweeter, more aromatic flavor when roasted and brewed. However, this dramatically increases 

the risk for spoilage and mold, since the cherries are left outside for three to six weeks in the sun 

to dry.150 Producers must pay workers to regularly rake the cherries, cover them during storms, 

and monitor for any mold. However, even with monitoring, cherries can spoil, potentially 

devastating an entire farmer’s harvest.  

These increased costs and risks for specialty production meant that gourmet coffee shops 

had to pay a higher price per pound than the global commodity price, which in turn makes it 

easier for them to justify paying for fair-trade certification.151 The main cost of fair-trade 

certification includes a ten-cent premium per a pound of coffee that buyers must pay above the 

coffee’s original price. However, the commodity price depends on two main components: the 
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150 Ibid. 
151 “Naming Growers: Exploring the Pricing Implications for Green Coffees.” Transparent Trade Coffee 

Organization: Emory School of Business. Accessed March 20, 2019. 



40 
 

global commodity price and the standard of the bean, which only includes its hardness and 

growing elevation. As a result, production methods that add value to a pound of coffee are not 

necessarily included in the fair-trade certification.  

Take the following simplified hypothetical: the global commodity price per coffee is $1 

per pound. The fair-trade premium is $0.10, and natural processing also costs $0.05. A coffee 

buyer who is looking to purchase natural-processed coffee will do so for $1.05, with the five-

cent premium reflecting the added cost of natural processing. However, the specialty coffee 

buyer can, for only five cents more, add a fair-trade certification, compared to the ten cents it 

would cost a non-gourmet buyer.  Because the added value of processing is not reflected in the 

commodity price, the specialty coffee buyer will be more incentivized to certify the coffee as 

fair-trade than a bulk commodity buyer. 

This example is, of course, oversimplified, but it reflects a common reality for fair-trade 

transactions. Gourmet coffee sells for more than the standard commodity, but that difference is 

not always included in the price before the fair-trade premium. As a result, coffee buyers who are 

willing to pay above the global commodity price can often incorporate the “fair-trade” 

certification for less than large-scale buyers.152 

Another reason that fair-trade and specialty coffee are linked is because coffee shops are 

more sensitive to the quality of their coffee and therefore more inclined to establish close 

relationships with individual coffee growers than large buyers. Because large coffee companies 

like Starbucks, Sara Lee, and Folgers will blend hundreds or thousands of different farms’ beans 

into a blend, any particularly defective producer’s crop will not significantly affect the flavor. 
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However, a small coffee shop will typically sell between five to ten different coffee beans, many 

of them single-origin (a roast that comes exclusively from one farm).153 As a result, the need for 

quality control is greater, which requires a closer relationship between buyer and producer, 

including visits to the farm and cup tastings.154 By paying above-market prices, coffee shops can 

maintain long-term supply contracts with farmers and bring back popular coffees. 

Lastly, ethical sourcing allows specialty coffee shops to claim a specific niche within the 

coffee market while also using “fair-trade” as a synonym for quality. Like wine, the quality of 

coffee varies greatly, but it is difficult for consumers outside the industry to know how coffee 

will taste, based upon the packaging. Because metrics for quality like the cupping score or the 

elevation are not typically included on coffee packaging, consumers have few metrics to judge a 

bag of coffee. Fair-trade, while it does not directly signify quality coffee, at least indicates that 

the roaster was willing to pay a premium for the coffee beans, which began to serve as a proxy 

for quality.  

This reasoning also explains why the organic and Rainforest Alliance labels also became 

loosely associated with specialty coffee. Rainforest Alliance certifies that coffee plants are 

grown in the shade, typically under avocado or banana trees in Costa Rica. On its homepage, 

Rainforest Alliance brags that “achieving certification helps farmers reach new markets, 

negotiate better prices, improve their access to credit and earn a premium on their beans.”155 Like 

fair-trade, shade-growth serves as a proxy for the overall quality of a bag of coffee.   
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Thus, specialty coffee shops can use ethical labels to signify their quality in a way that 

large roasters cannot. Corvus Coffee, a Denver-based coffee shop and roaster, advertises this 

ethical sourcing, stating “We travel the world to find coffees other roasters don't have.”156 Fair-

trade implies that the coffee shop has the well-being of the coffee producer in mind and has 

connections to the coffee-growing regions. Sociological surveys demonstrate that consumers 

who self-describe as “globally-oriented” are willing to pay more on average for fair-trade 

coffee.157 Moreover, consumers who value ethical relationships rated the taste of coffee higher 

after being told it was fair-trade (the same held true for orange juice, but not for pineapples).158 

Because small coffee shops can highlight the connection to individual farmers in a way that large 

coffee companies cannot, they are better positioned to sell fair-trade coffee. 

Motivation and Impact 

It is worth asking if the fair-trade and specialty coffee movements arose in response to 

changes in the global coffee market or as a separate trend among American and European 

consumers. Descriptions by economists and sociologists often cite fair-trade as a critique of the 

governing economic systems regarding commodities, but the movement’s history began as a 

method of ethical consumption on religious and political grounds.159  

One argument for why fair-trade grew in the 1990s and 2000s contends that fair-trade 

became associated with a larger wave of movements related to food consciousness and labelling. 
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Other food-related movements also grew at the same time. Rainforest Alliance began in 1987 

and, like fair-trade, became a national brand in the early 2000s.160 The Non-GMO Project began 

in 2007 to verify and label foods made without genetically modified organisms, but state 

requirements to label GMO foods date back to 2002.161 In 1990, the U.S. Congress passed the 

Organic Foods Production Act (OFPA), which created a federal standard for food to be labeled 

“organic.” The graph below highlights the correlation between organic food and fair-trade 

consumption in the United States, suggesting that fair-trade’s success is largely due to growing 

demand in the United States for ethically-produced food. 

162 
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Daniel Jaffee, a sociologist who studies globalization and food production, sets forth a 

different hypothesis.163 Fair-trade coffee began in an era where coffee prices were regulated on 

the global market by the International Coffee Agreement. Even after the agreement collapsed, 

prices were steadily dropping but took over a decade to bottom out. Therefore, when fair-trade 

emerged in Europe and the United States, it acted as a replacement for the international 

agreement. The original coffee agreement was designed to prevent creations of extreme poverty 

in coffee-producing countries, but in the absence of state intervention to do so, consumers took 

on the responsibility. As a result, fair-trade coffee spread in the United States because consumers 

desired an alternative from the harmful effects of the unregulated coffee market. 

164 

 Looking at the graph above, which overlaps the global commodity price of coffee and the 

volume of fair-trade coffee consumed in the U.S., Jaffee’s argument is supported by the 

historical data. Fair-trade arose during the beginnings of the coffee crisis in 1998, and took off in 

                                                           
163 Jaffee, “Weak Coffee: Certification and Co-Optation in the Fair Trade Movement,” 104-126. 
164 Data taken from the International Coffee Organization and FairTrade USA. 
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the early 2000s, when prices were at record lows. It is not clear that American consumers 

necessarily saw themselves as the replacement to the International Coffee Agreement, but the 

early buyers of fair-trade certainly sought to help fix a system that was failing to provide 

adequate economic opportunities to industry workers. The origin of the Seattle WTO protests, 

mere blocks from the very first Starbucks, can thus be seen as more than just a coincidence, but a 

protest against the failure of an unregulated global commodity market. 

 The rise of fair-trade coffee has shifted the responsibility for ethical consumption from 

the state to the consumer. Under the International Coffee Agreement, the United States 

negotiated quota systems to ensure high prices for coffee. Although the agreement was driven by 

a fear of communist revolts from peasants, it nonetheless succeeded in maintaining relatively 

high prices for producers. Unfortunately, the fair-trade movement, supported by individual 

consumers, has been notably less successful. Fair-trade coffee still represents less than one 

percent of the global volume traded, meaning its effect on a macroeconomic scale has been 

negligible.165 Global market prices simply have not responded significantly to fair-trade, which 

depends primarily on the global supply output. Fluctuations in the value of the Real, the 

Brazilian currency, have affected commodity prices far more than the fair-trade movement 

has.166 Two-thirds of global production occur in the two producing countries most responsible 

for the breakdown of the coffee agreement: Brazil and Vietnam.167 

On a smaller scale, however, there is a clear consensus that fair-trade farmers receive 

higher prices and wages for their goods compared to non-fair-trade farmers. There is a persistent 
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problem of selection bias – the idea that fair-trade farms are more successful not because they 

joined fair-trade, but because they were better-off beforehand. Nonetheless, the economic 

consensus is still strong that fair-trade, at the very least, gives a small premium to coffee farmers 

and acts as an important baseline during times of low global prices.168 Despite Americans willing 

to pay a premium for ethically produced goods, they remain skeptical of fair-trade’s efficacy, 

with only about one-half of buyers believing fair-trade will positively impact workers’ wages.169  

The motivations and impact of fair-trade are important because, as will be discussed in 

the next chapter, Costa Rican coffee farmers had to work within the limitations of the fair-trade 

movement, including its separate labeling systems and low market share. The following chapter 

will analyze how one Costa Rican coffee cooperative responded to the variety of changes that 

took place in the United States market since 1965, including the decline in overall consumption, 

the rise of gourmet coffee, and the introduction of fair-trade. 
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Chapter 3: Recovery: How Quality Producers Responded to a Changing Market  

The Rise of Cooperatives 

 The core idea that underpins the fair-trade movement in the United States and Europe – 

that economic activity should be based upon mutually beneficial exchanges with a commitment 

to equality and social welfare – is frequently ascribed to Costa Rican society after the country’s 

civil war.170 Fair-trade coffee is designed to ensure that producers receive an equitable price from 

buyers. A parallel concern can be seen in the 1949 Constitution of Costa Rica, which mandates 

that “the State will procure the greatest well-being to all the inhabitants of the country, 

organizing and stimulating production for the most adequate distribution of the wealth.”171 This 

chapter will examine this relationship between fair-trade and coffee production in Costa Rica, 

focusing especially on the role of cooperatives, which today represent more than one-third of the 

country’s total agricultural production and are structured to embody the commitment to equality 

and social welfare.172 

 In Costa Rica, cooperatives focus on empowering small and medium-sized producers by 

pooling resources that allow them to compete with large producers. They can organize around 

either on a single commodity, such as the Dos Pinos Cooperative which includes the large 

majority of Costa Rican dairy farmers, or by regions, such as Coop Tarrazú, Coop Santa Elena, 

or CoopeAtenas, which is highlighted by this chapter. While producers must pay a fee to join a 

cooperative, they receive substantial benefits in return. Many regional cooperatives provide a 

common processing facility, marketing and exporting services, offer agricultural trainings, and 
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lobby the national government on behalf of the small farmers. In the case of CoopeAtenas, 

farmers produce coffee on their own property, pay for their own labor costs, and receive a share 

of revenue equal to their production volume.173 Ethical and sustainability certifications, including 

fair-trade, are also granted to an entire cooperative, rather than its individual producers. In part, 

this is because certifying tens of thousands of coffee farmers would be prohibitively expensive 

for the labelling organizations, but also because the organizations believe that cooperatives 

empower their members and help raise the wages of workers.174  

Today, cooperatives are responsible for about 40 percent of Costa Rica’s coffee 

production and there are over 700 registered cooperatives across all agricultural industries.175 

Over 21 percent of Costa Ricans belong to an agricultural cooperative.176 In this sense, 

cooperatives represent the national legend of a democracy supported by a country of small 

yeoman coffee farmers. Indeed, while cooperatives had existed in Costa Rica since 1907, they 

only began as a mainstream option for coffee farmers in the 1960s during the same time that the 

coffee elite had dramatically declined in national power.177  

The revolution in 1949 and rule of President Figueres served as the catalyst for the 

growth of cooperatives. While they had existed before then, they were mostly unregulated and 

had to compete with large, wealthy landowners who controlled the national bank and processing 

plants.178 However, the 1949 Constitution officially recognized cooperatives as a legal concept. 

The simultaneous creation of a national bank outlined in the constitution meant that small 
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landowners gained access to previously inaccessible lines of credit and could begin to pool local 

resources into processing plants and exporting groups, which they labeled “cooperatives.”179 The 

Costa Rican government’s emphasis on expanding production also helped boost small producers, 

who received agricultural training, fertilizers, and pesticides. National investments in 

infrastructure, especially the construction of paved roads in rural areas, allowed highland areas to 

both improve their efficiency and grow at higher elevations.  

In 1968, the Costa Rican government passed “Law 4179: Cooperative Associations and 

the Creation of InfoCoop and Other Standard Regulations,” which established regulations for 

creating cooperatives in Costa Rica and also formed a governing body El Instituto Nacional de 

Fomento Cooperativo, which was officially established in 1973.180 However, international 

circumstances soon limited the growth of cooperatives in Costa Rica.181 Prices had remained 

relatively high in the 1950s, but dropped in the 1960s, just as Costa Rica implemented its 

productivity reforms.182 As a result, small farmers were left with dramatically increased crop 

yields but lower prices. Although output continued to grow, the number of cooperatives 

remained relatively stagnant through the 1970s.   

 This trend reversed in 1985 with the intervention of the Friedrich Ebert Foundation 

(FES).183 The organization was founded as a development group and non-profit offshoot of the 

Social Democratic Party (SPD) in Germany, which grew concerned with the plight of 

Nicaraguan farmers during the Sandinista regimes.184 As a result, in 1985, the foundation 
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established the Agro-Economic Consultancy (CAE) to provide international assistance and 

marketing connections to rural Central American farmers, first in Nicaragua but quickly 

expanding to the rest of Central America.185 In this way, both fair-trade coffee and the growth of 

cooperatives share a common historical root in European concerns about Nicaraguan farmers. 

In Costa Rica, this directive to boost rural farmers effectively meant establishing 

cooperatives, which was the traditional way that coffee producers had sold directly to 

exporters.186 Initially establishing itself in Guanacaste, a relatively underdeveloped region in 

northwest Costa Rica, CAE worked with cooperative groups to transform the cooperative groups 

into professional organizations with full-time administrative staff.187 Between 1985 and 1987, 

CAE provided assessments of each cooperative, provided management training, and created a 

common organization for cooperative members to meet to address common goals, called 

Coocafé.188 This would later become a conglomerate of several cooperative groups and is now 

the primary lobbying group for cooperatives in Costa Rica.189  

CoopeAtenas History and Overview 

Atenas was established as a coffee town in 1867, towards the beginning of Costa Rica’s 

coffee boom.190 Its name first appears 80 years earlier, however, as the property of Don Joaquin 

Oreamuno, then José Solera, followed by Anselmo Arias, but it is not clear that anybody resided 

there, and conquests had mostly driven indigenous people off the land to the west of San José. In 

1833, residents of nearby towns requested official permits to settle the land. The Head of State 
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(the term for leaders of Costa Rica from 1825 to 1848) José Rafael de Gallegos y Alvarado 

agreed, and according to local legend called the town Atenas (Spanish for “Athens) due to his 

admiration for Greek culture.191 In 1843, the city grew when the government under Head of State 

José María Alfaro Zamora constructed a road from the capital San José to the Pacific port of 

Puntarenas. During the construction, Atenas became a stopping point for road workers. The city 

gradually gained residents over the next twenty years and in 1867, President José María Castro 

Madriz granted the town the title of “villa.”  Over the next fifty years, Atenas grew as a popular 

location for coffee producers due to its favorable climate and location along the road to the 

Pacific.192 In 1918, Atenas was granted the title of “city” and pronounced the capital of the 

Canton of Atenas, similar to a county seat.193  

Today, the town boasts a population of 23,000 and is located an hour’s drive west of the 

capital San José drive, sitting at an elevation of 900 to 1300 meters.194 The city’s primary export 

is coffee, but it produces sugarcane, beans, and tropical fruits. However, the city is best known 

for its claim “El mejor clima del mundo – the best climate in the world.”195 The city’s website 

claims that the title of “best climate” was bestowed upon the city by a 1960 issue of National 

Geographic, but the story is likely apocryphal; no 1960 magazine mentions Atenas. Nonetheless, 

the claim has persevered, and the weather has drawn many retirees to the city, and approximately 
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nine percent of its population is foreign-born, mostly from the United States, Germany, and the 

Netherlands.196  

While the legend of small coffee landowners is largely a national myth, Atenas did, in 

fact, develop as a town of small, sparse coffee producers that never conglomerated into a large, 

single producer. Many people I met in Atenas would claim that their “family owns half the land 

in Atenas,” but these producers were too small to establish connections to exporters abroad or to 

build their own coffee processors. Prior to the creation of the cooperative, this meant that Atenas 

sold its green, unprocessed coffee to exporters in Palmares, in the Central Highlands, with little 

profit for the producers. This days-long journey created difficulties for the farmers who had to 

carry their harvest in wagons, and was remarkably inefficient, given that Atenas also lay near the 

railroad to the Pacific. In 1950, producers built the first coffee processor in Atenas, but it was 

small, limited in capacity, and quickly became outdated by new advances in processing 

technologies.  

 In 1968, amidst the rise of cooperatives in Costa Rica, coffee farmers in Atenas had 

grown dissatisfied with the high transportation costs, lack of a large coffee processor, and 

intermediaries that cut their revenue. Led by the Priest Luis Villegas, a leading figure in the 

community, the farmers of Atenas gathered and created the “Central Committee for the 

Organization of a Cooperative.”197  On August 10, 1969, CoopeAtenas was officially formed, 

financed largely by loans from the Central Bank of Costa Rica.198  
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Priest Luis Villegas (center) 

 

199 

Like most cooperatives of the time, CoopeAtenas was initially a loose organization of 

coffee farmers, and far from the official business that it would become. In the 1970s, 

CoopeAtenas built a coffee processor that could handle the entire town’s coffee cherries.  This 

meant that producers had to transport their coffee only to the central coffee mill, rather than 

make the individual journey to Alajuela, located just northwest of San José. The construction of 

a coffee mill marked a broader transformation of power in the coffee economy – until the civil 

war, coffee processing had been controlled almost exclusively by the coffee elite in San José, 

and now that power was being decentralized. 
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 In the 1980s, CoopeAtenas followed the pattern of cooperatives across the country and 

established a more formal business structure. It included a democratic election of board 

members, a committee to settle disputes, and a management hierarchy. In the 1990s, the 

cooperative replaced another role traditionally dominated by large landowners: banking. 

CoopeAtenas started to offer loans to member farmers at a discounted rate for farm 

improvements and capital investments. 

CoopeAtenas Organization and Structure 

 

 Notably, the role of CoopeAtenas began to extend far beyond coffee production. In the 

1990s, it opened a grocery store that now operates as the sole grocer in the city. More recently, it 

began to provide automobile maintenance, farming tools, and welfare benefits and litigates land 

disputes among members. CoopeAtenas now employs over 170 full-time workers dedicated to 

these services.  

 Interestingly, the cooperative does significantly assist farmers looking to sell other 

agricultural goods. Many farmers produce sugar cane, bananas, honey, oranges, and beans in 
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addition to their coffee, but only sell them at the local farmer’s market or to San José rather than 

exporting them. In comparison, 85 percent of Atenas’ coffee is exported abroad, and the 

remaining 15 percent typically comes from lower-grade beans.200   

CoopeAtenas and the Fair-Trade Movement 

 “In Costa Rica, us coffee producers are just trying to survive,” one large coffee producer 

told me at the start of our interview.201 Despite the benefits that CoopeAtenas provides to its 

members, the coffee industry has proven difficult for producers globally. Because producers’ 

incomes are almost directly proportional to the price of coffee, the past two decades of volatile 

and low commodity prices have created financial difficulties for many farmers.202 Therefore, it is 

worth examining whether producers in Atenas have turned to fair-trade or specialty coffee to 

offset their losses from the coffee crisis. 

CoopeAtenas provides an interesting case study for fair-trade coffee because it was well-

positioned to take advantage of the ethical labelling movements over recent decades. First, the 

average farm size in Atenas is relatively small by Costa Rican standards (less than 5 hectares) – 

already a country known for small landowners.203 As a result, more profits go towards workers 

rather than the owners, and owners are more likely to tend to the farm themselves. Secondly, 

cooperatives are supported by fair-trade labelling groups as a policy. Because the goals of 

cooperatives largely align with the aims of fair-trade (empowering workers, offering fair wages, 

promoting small farms), fair-trade groups allow the cooperative to designate itself as fair-trade, 

rather than certify each farm individually. Lastly, the geography of Atenas lends itself to high-
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quality coffee. Its elevation is relatively high (most production occurs between 1000 and 1200 

meters), the soil remains fertile for production, and the area began planting specialty coffee 

varietals like Caturra that are currently popular in specialty American coffee shops.204 Due to 

these factors, CoopeAtenas had to change very little to adapt to specialty and fair-trade coffee. 

However, these movements were nascent in 2001 when the coffee crisis hit Costa Rica. 

At that time, producers sold their coffee at only slightly above the global commodity price, 

gaining only a ten-cent premium for producing high-grade beans (the highest of a basic industry 

measure that categorizes beans into three categories based on hardness or density).205 When 

prices fell from $3.25 per pound in 1978 to $1.40 in 1989 to $.70 in 1991, the producers in 

Atenas were not shielded by their quality production. That prices fell to 80 cents rather than 70 

provided doubtlessly little comfort. 

Producers often felt discomfort talking about the crisis – as though it was a memory they 

wished to avoid. “It was hard – very hard,” remarked one farmer, “you didn’t know whether you 

would be able to feed your family after a year.”206 Another simply joked “I thought about selling 

my oranges – or maybe eat them if I couldn’t afford to buy food.”207 Because prices fell so 

quickly, producers in Atenas were still producing large quantities – coffee plants take seven 

years to reach maturity, so producers had planted their 1991 harvest when prices were high in 

1984. As a result, they still had to pay laborers to care for and harvest the crop but received only 

half the revenue to do so compared to two years ago. Some farmers in Costa Rica simply left 
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their fruit to rot on the plant to avoid paying for the harvest, but CoopeAtenas decided to sell its 

whole crop.208 

In 2004, still facing low prices and negative profits, CoopeAtenas decided to switch its 

production strategy. It hired a general manager from Coopeldos, an association of coffee farmers 

in the northwest province of Guanacaste that had adopted fair-trade practices in the late 1990s 

and was detailed in Peter Luetcheford’s book Fair Trade and a Global Commodity.209 The 

manager quickly realized that Atenas would be able to enter the coffee market with ease.210 In 

2005, the company had reached out to Starbucks and entered into a contract with the company to 

sell its coffee for its signature Pike Place Blend. 

In an interview, the producers at CoopeAtenas were unconcerned with meeting the 

ethical standards of Starbucks and their CAFE practices. Instead, when asked about the process 

of becoming CAFÉ certified, producers at CoopeAtenas simply looked at it in terms of value and 

if the premium that Starbucks pays would be worth the cost of certification. 

Partly, producers seemed unconcerned about Starbucks’ certifications because the 

standards for fair-trade were considerably more strict and involved more compliance and 

oversight. In 2006, when the United States consumed only one-third of the fair-trade coffee that 

it does today, CoopeAtenas gained a fair-trade certification from FairTrade International (or 

FLO). Despite fair-trade’s strict standards for ethical production, CoopeAtenas did not have to 

significantly alter its business model. Already, CoopeAtenas had implemented programs to 

return cash surpluses to its members, provide access to credit, and reduce pesticide and excess 

                                                           
208 Luetchford, Fair Trade, 72. 
209 Ibid. 
210 Interview with Juan Carlos Alvarez Ulate, General Manager of CoopeAtenas. Interviewed by author in Atenas, 

Costa Rica on January 18, 2019. 



58 
 

water usage. Because its association of farmers meant that the cooperative owners could not keep 

an excess share of the revenue, the main requirement for fair-trade was already met. 

When I asked why the cooperative had joined fair-trade, the response I heard on multiple 

occasions was simply: “Well, why not?” Fair-trade coffee sold at a price nearly 1.5 times as 

much as Starbucks did at the time. Moreover, it guaranteed that prices would not fall below the 

minimum fair-trade price ($1.40 per pound at the time, now $1.60).211 The fair-trade certification 

also meant that the cooperative would receive trainings from FairTrade International, both in 

sustainable production methods and selling to American buyers.  Finally, the certification meant 

that buyers saw their coffee as higher quality. Even though CoopeAtenas had implemented the 

practices needed for certification well before being certified, the fair-trade label nonetheless 

helped them to find buyers in the United States, Europe, Japan, and South Korea. CoopeAtenas 

was not producing higher quality coffee, but the fair-trade label allowed them to market it as 

such. 

After joining fair-trade in 2006, however, CoopeAtenas soon began to encounter issues 

with the program. Beginning in late 2006, global commodity prices rebounded from the coffee 

crisis, reaching a 30-year high in 2011 at nearly $3.20 per pound.212 Initially, when global 

commodity prices reached the fair-trade minimum price, fair-trade groups responded by raising 

its baseline by ten cents, but even that level was quickly surpassed in 2007. When prices reached 

above $3.00, the benefits of joining fair-trade became less apparent. Selling coffee at $3.10 

                                                           
211 Interview with Juan Carlos Ulatte.  

     Dragusanu, “The Effect of Fair Trade,” 1-4. 
212 Dragusanu, “The Effect of Fair Trade,” 1-4. 



59 
 

instead of $3.00 meant that fair-trade was only offering a 3 percent premium, compared to the 

100 percent premium it had offered during the coffee crisis.  

Notably, in 2008, FairTrade International began asking CoopeAtenas to form a union to 

support its workers so that it would comply with its standards for higher labor.213 However, 

unions have traditionally existed outside the coffee industry in Costa Rica, where cooperatives 

perform many of the roles that a union would. “Unions are reserved for bananas and government 

workers,” said one cooperative member.214 This is an exaggeration; unions exist in Costa Rica in 

largely the same industries as the United States, including among teachers, dock workers, 

telecommunications, and agricultural laborers who produce crops like bananas and pineapples.215 

However, unions rarely exist in the coffee industry, which operates essentially as an association 

of thousands of enterprises. “I didn’t even know if it would be legal,” said a coffee producer, 

expressing bewilderment at the idea of getting approval from the government to form a union. 

Beyond legality, the idea seemed to offend members of the cooperative, who felt that small 

landowners were most at risk in the coffee industry, not its workers.216 In coffee, access to credit 

is a central benefit of producer associations, and producers felt that cooperatives served that 

purpose far better than unions.217 
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After three years of negotiations, FairTrade International gave up on its request to create 

a worker’s union. According to members of the cooperative, FairTrade International visited 

Tarrazú, a region in the south of Costa Rica known for its award-winning coffee and realized that 

the regional cooperative already served many of the roles that a union would. This ending seems 

too spontaneous to have actually happened, in addition to the fact that FairTrade International 

had undoubtedly visited Tarrazú before 2008. Still, it reflects a more serious accusation leveled 

at fair-trade by critics – that development experts and rules often enforce ethical standards that 

are impractical or poorly tailored for the target countries. Beyond the unions, however, members 

of CoopeAtenas described their relationship as “very good and very strong.” 

It is worth noting that this relationship with fair-trade is positive amongst the landowners, 

but less noticeable among the actual workers. While FairTrade International sets wages for 

workers to be paid, the laborers do not always recognize the role that fair-trade plays or make the 

connection between the premium paid by consumers and their wage.218 So, the impression of 

fair-trade by farmers and business managers will likely be biased in favor of the label compared 

to farm laborers. This is especially true among migrant workers who help during the harvest 

season and then return home. In Atenas, most of these workers are Nicaraguan and work for a 

few weeks, either returning to Nicaragua or finding agricultural work elsewhere.219 Thus, the 

perception of fair-trade’s benefit is minimal.  

The biggest issue that CoopeAtenas farmers face with fair-trade is that only a portion of 

their coffee can be sold under the fair-trade label and earn the fair-trade premium. Years of 
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growth by suppliers wishing to sell fair-trade coffee has outpaced the demand from buyers, and 

there is now a large surplus of fair-trade coffee.220 While fair-trade had historically been used in 

Central American markets, certification spread to Colombia and Brazil in the 2000s. As a result, 

producers wanted to sell more fair-trade coffee than buyers demanded. Thus, many farms, 

including CoopeAtenas, have paid the costs of certification but can sell only a portion of their 

crop at fair-trade prices, adding another element of risk to fair-trade, a program designed to bring 

income stability to farmers.221  

This excess supply of fair-trade coffee also created an unforeseen and counterintuitive 

economic incentive for coffee producers. Imagine a cooperative has two types of coffee, one 

which sells for $2.00 per pound and the other for $1.30. If fair-trade organizations set a 

minimum price of $1.60, then the cooperative is better off selling its low-quality coffee as fair-

trade and selling the high-quality on the coffee market. The low-quality coffee sells at the 

minimum fair-trade price of $1.60, earning a 30-cent premium whereas the high-quality coffee 

would already sell above the minimum price and only earn the standard 10-cent premium. Thus, 

the producer makes 20 more cents by selling its low-quality coffee as fair-trade.  

CoopeAtenas chose not to engage in this model and instead looked towards American 

markets beyond FairTrade International. In 2012, they gained certification from Utz, a Dutch 

non-profit focused on ensuring sustainable practices that merged with Rainforest Alliance in 

2018.222 They also pitched to Thrive Coffee, a company that sources Latin American coffee 

using direct-trade practices and its own ethical certifications. Notably, Chick-Fil-A partners with 

Thrive Coffee and many producers expressed excitement that I was from Texas – “the land of 
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Chick-Fil-A” (and were slightly disappointed when I informed them that Chick-Fil-A is based 

out of Atlanta, Georgia).223 Since 2015, all of the coffee that CoopeAtenas exports fall under at 

least one ethical certification.224 

Relations with Buyers 

Today, the customers of CoopeAtenas reflect the complex and occasionally contradictory 

components of the global coffee market that emerged over the past three decades. The largest 

buyer of coffee from CoopeAtenas in recent years has been Chick-Fil-A, which uses the beans 

for its iced coffee and frozen lattes, while its standard hot coffee is sourced with only Colombian 

beans.225 Interestingly, the standard iced coffee at Chick-Fil-A comes sweetened and with milk, 

which masks the quality and taste of the coffee beans.226 However, Chick-Fil-A still managed to 

win the title of “best fast-food coffee” in a 2015 survey by the food and pop culture website 

Thrillist, which lauded Thrive Coffee’s direct-trade model (Starbucks was not among the chains 

surveyed).227 Chick-Fil-A advertises the direct-trade model on its website and even on its iced 

coffee cups. In short, Chick-Fil-A buys quality beans under an ethical label, brews them in a way 

that does not highlight their quality, but still wins an award for taste based in part on having 

ethically sourced their beans. Moreover, this situation is not uncommon. Two Costa Rican 

producers I spoke to expressed surprise at Americans’ preference for low-quality coffee.228 
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Keurig Dr Pepper is the second largest buyer of CoopeAtenas coffee, although producers 

in Costa Rica still refer to it by its former label “Green Mountain.” Like other specialty coffee 

shops, Green Mountain began expanding from a single store to a national chain in the 1980s and 

1990s but has focused more on grocery store retail than coffee shops. Having grown largely 

because of the popularity of its organic, fair-trade coffee, Green Mountain acquired Keurig in 

2006. After expanding the Keurig home brewer to one-third of American homes by 2015, a start-

up the company bought Dr Pepper Snapple in 2018.229  

Like Chick-Fil-A and Starbucks, Green Mountain uses its ethical reputation to market its 

coffee. Only a portion of the coffee is fair-trade, and on its website, Green Mountain now 

advertises its close ties to coffee farmers rather than its fair-trade certification.230 This is 

especially notable because Keurig marks up its coffee up to 40 times what it paid producers for. 

The company follows a low-cost, high-margin strategy that means the company sells its Keurig 

home brewing machines at a low price in order to lock consumers into the brand and then raises 

the prices of its Keurig Green Mountain coffee pods.231 This meant that, in 2015, a pod of coffee 

cost $40 per pound, while the global commodity price was around $1 per pound. However, this 

massive discrepancy isn’t the main criticism Green Mountain faces from activists; instead, they 

focus on the environmental impact of the company’s machines. The pods used to brew coffee 

generate an enormous amount of plastic waste, and even the inventor of Keurig expressed regret 

in a 2015 article in The Atlantic, stating “I feel bad sometimes that I ever did it.”232  
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CoopeAtenas still enjoys strong relations with Green Mountain, despite these concerns. 

Together with CoopTarrazu, they sell a Costa Rican brand of coffee to Keurig for K-cups that 

uses high-elevation, fair-trade beans. Producers also expressed surprise at the kinds of coffee that 

American consumers want to buy. “They prefer the dark, really burnt stuff,” said a producer.233 

“We produce high-quality coffee, but consumers prefer the darker, worse one.” This is especially 

true for K-cups. Because roasted coffee loses its flavor while in the pod, producers felt surprised 

that consumers wanted to buy specialty coffee only to use it with a Keurig machine, but were 

still content to sell it under the fair-trade label.234 

Starbucks is the third-biggest buyer of coffee from CoopeAtenas, followed by Illy, an 

Italian espresso company, but is not necessarily sold as fair-trade, depending on the year. Today, 

those proceeds and profits from fair-trade and specialty coffee go towards programs designed to 

benefit members of the cooperative at large, as per the FairTrade International regulations which 

stipulate that half of all funds must go towards community investment.235 The largest program is 

a cash back surplus, which operates similar to a cash dividend. The 1,300 members of 

CoopeAtenas receive a share of the profits, or alternatively, the money can be put towards long-

term investments. In 2017, CoopeAtenas completed a water recycling program, which reuses the 

water used in processing, cleans it, and then returns it to a nearby river.236 Other uses of the 

coffee premiums include upgrades to the processing plant to improve capacity, nurseries that 

grow experimental varieties of coffee for the region, purchasing land for protected environmental 

areas, and donations to Atenas public schools. 
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Overall, members of the cooperative expressed a widespread appreciation for fair-trade 

and specialty coffee buyers, despite the occasional hiccups. Despite criticisms from American 

economists over its efficacy, the general manager of CoopeAtenas simply stated that fair-trade 

provides “better price, quality, training, certification, subsidies, everything, really.”237 

Costa Rican Producers 

 Unfortunately, the success of CoopeAtenas in selling specialty and fair-trade coffee is 

unique to the cooperative model, and many farms across Costa Rica did not see similar financial 

gain. First, CoopeAtenas was particularly well-positioned in the early 2000s to take advantage of 

the fair-trade. Due to its cooperative structure, CoopeAtenas already met most of the 

requirements regarding wage pay and worker empowerment that fair-trade mandates.238 For 

example, FairTrade International requires “freedom of association and collective bargaining.”239 

In cooperatives, this structure already exists, but for medium-sized producers, giving collective 

bargaining to labor workers would require significant changes to the operation of the farm.240 

 Currently, according to Global Exchange, in Costa Rica, there are more than 75,000 

coffee farmers, of which nearly 40,000 belong to a cooperative.241 Ninety-two percent of farmers 

are on small plots (<5 hectares), 6 percent are medium-sized producers (between 5 and 20 

hectares), and only 2 percent are large producers ( >20 hectares).242 However, that number is 

somewhat misleading, as the number of workers on a farm is different than the owners. In total 
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land ownership, small farms constitute 44 percent of coffee-producing land, medium farms 21 

percent, and large farms 35 percent. 

 For the 56 percent of Costa Rican land dedicated to growing coffee for medium and large 

landowners, fair-trade certification becomes difficult. In many cases, the cost of the certification 

process simply is not worth the reward. Unlike cooperatives, which can be certified as one large 

group, medium producers must individually pay for certification, a cost estimated at about one 

cent per pound of coffee, which may sound insubstantial, but considering that producers often 

sell near a zero-profit margin, the one-cent difference actually cuts steeply into profits.243 For 

some producers, competing for specialty coffee is a more worthwhile investment than fair-trade. 

One medium-sized farm manager noted he could gain fair-trade certification, and earn a ten-cent 

premium, or replace his high-elevation beans with gourmet Caturra varieties and earn a 60-cent 

premium.244  

Furthermore, the majority of the work on medium and large coffee farms is seasonal, so 

workers tend to the farms for the four months of harvesting and planting seasons, but the fields 

require little oversight beyond that time. At coffee cooperatives, this is less of a problem, 

because monocropping is less common, but at larger farms, workers often remain during those 

eight months, doing less work to take care of the farm. This means that fair-trade standards could 

require high wages for labor at large farms that is already in excess, which concerned the 

manager of a medium-sized farm.245  
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Indeed, this problem with fair-trade points to a broader issue with the standards of the 

program. Economists writing about fair-trade often discuss how it is difficult to study the effects 

of fair-trade on wages because of selection bias – the farms that go fair-trade are farms that are 

already able to pay their workers well. However, the selection bias is not just an issue for 

economic statistics, but a deeper flaw in the operation of fair-trade coffee markets. The selection 

of previously successful farms as the ones who benefit from fair-trade minimizes the program’s 

economic impact. Rewarding ethical farms certainly improves the livelihoods of those producers, 

but it does not necessarily incentivize them into following the guidelines for ethical production 

since those producers likely already met many of those guidelines. In other words, the more 

ethical a producer is before fair-trade, the easier it will be to join, and vice-versa.  

However, this incentive structure, where unethical producers gain the smallest reward 

from improving their labor standards, seems at odds with the goals of fair-trade, especially at the 

movement’s inception. The fair-trade movement arose because consumers sought avenues to 

look for ethical products. In coffee, the industry was popularized by anti-globalization 

movements, sympathy for communist workers, and concern for the well-being of laborers and 

coffee farmers affected by the coffee crisis. It makes sense, therefore, that fair-trade coffee 

would be designed to alleviate the worst labor conditions of the coffee market, but its incentive 

structure is instead largely designed to reward the successful.  

 The clearest example of this is the influx of Nicaraguan workers once a year to harvest 

coffee. Across Costa Rica, these workers are often paid minimum wage or less, exposed to 

carcinogenic pesticides, and housed in packed, semi-permanent structures.246 In order to pay 
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lower wages, many – if not most – coffee farms take advantage of Nicaraguans who are willing 

to travel across the border, harvest coffee for a month, and then return. In a country that prides 

itself on a democracy built upon small coffee producers, it is both ironic and melancholic to 

witness the treatment of Nicaraguans as little more than temporary workers. Costa Ricans whom 

I talked to typically avoided the subject entirely. One simply noted, “Oh yes, they come in and 

pick sugarcane and coffee and then go back. Us Costa Ricans are too lazy.”247 

For obvious reasons, little national data exists about the role of Nicaraguans in Costa 

Rican coffee production. FairTrade International also does little to regulate the hiring of 

Nicaraguans for Costa Rican coffee farmers. Their standards mandate clean housing, water, 

living wages, protection from pesticides, and freedom from discrimination.248 However, these 

regulations do not fix the long-term job insecurity faced by Nicaraguans seeking work in Costa 

Rica. Producers may comply with fair-trade by paying a livable wage, but paying for three weeks 

of labor to temporary migrant workers is different than paying a full year’s worth of labor. Given 

that the movement was born out of sympathy for Nicaragua, the inability of the program to 

substantially improve the lives of many Nicaraguan coffee harvesters continues to be a tragic 

irony. 
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Conclusion 

 On March 29, 2019, Bloomberg News ran an article, “Starbucks Has Brazil to Thank for 

Longest Coffee Rout Since 2001.”249 The article states that coffee was the worst performing 

agricultural commodity tracked by Bloomberg in 2019, dropping 7 percent and posting the 

longest run of losses since the coffee crisis in 2001.250 Implicit in the title is the idea that 

Starbucks (and other American coffee corporations) will benefit from a market crash that directly 

reduces farmers’ incomes. The ongoing harm to producers in the wake of the coffee crisis is the 

central issue discussed in this thesis, and the recent downturn in prices shows that the problems 

plaguing producers will not go away soon. Fair-trade and specialty coffee have simply not been 

able to solve the macroeconomic trends that have lowered global prices and harmed producers 

over the past two decades.  

The financial struggles faced by coffee farmers is in direct contrast with much of the 

Costa Rican history highlighted by chapter one of this thesis. For nearly 150 years, between 1830 

and 1980, the Costa Rican state continuously supported and subsidized coffee production and 

developed an economy based around its export. Costa Rica, sparsely populated and endowed 

with fertile volcanic highlands, was quick to adopt coffee as a national export and the crop 

became as important to the country’s national identity as it was to its economy. After the 1949 

revolution, Costa Rica began to support small producers and applied the technologies of the 

Green Revolution to dramatically expand production for the next three decades. While these 

policies helped grow the nation’s economy, Costa Rica was not the only country to expand 
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coffee production, and by 1989, the international quota system that had artificially boosted prices 

collapsed. Many Costa Ricans who had lobbied against the quota system, falsely believing that 

the quality of their beans would shield them from international market fluctuations, soon found 

their farms struggling to survive with prolonged periods of low prices.251 

 American and European concern for these producers prompted the responses that are 

discussed in chapter two. Despite a decline in per capita consumption, several movements 

connecting coffee consumers and producers emerged between 1990 and present day. Fair-trade, 

which was originally limited to the craft goods market, became focused on coffee in the wake of 

the crisis. Sympathy for Nicaraguans during the Sandinista rule led to the birth of fair-trade 

coffee in Europe while the 2001 Seattle-WTO protests brought the movement to the United 

States. Fortunately for small producers, the coffee crisis also coincided with other domestic food 

movements that would offer price premiums for quality coffee. Consumers began to value 

organic, non-GMO, and environmentally responsible food, which boosted the market for quality 

coffee. Specialty coffee, from Starbucks to gourmet and independent roasters, also began to offer 

producers avenues to sell their quality coffee at higher prices compared to the global market. 

However, these movements only captured a small share of the domestic coffee market, allowing 

the large coffee corporations that dominate the market to coopt the ethical labels. 

 Chapter three examined how these domestic changes affected coffee producers in Costa 

Rica, using CoopeAtenas as a case study. Indeed, the cooperative’s producers were able to sell 

their coffee with fair-trade premiums, market their product to specialty roasters, and make 

increased profits from these movements. All the producers interviewed for this thesis expressed 
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positive views of fair-trade and the specialty coffee companies they worked with. However, it 

remains unclear how applicable this model is to other coffee farms. CoopeAtenas was uniquely 

well-positioned to take advantage of these programs in the early 2000s and financially benefitted 

from them, but its members were also not the struggling farmers that inspired the movement. 

Because of fair-trade’s structure, including the high costs of certification, already-successful 

farms will remain the principal beneficiaries of a movement meant to help struggling farms. 

Moreover, the emphasis on “farmer” welfare, instead of “worker” welfare, limits fair-trade’s 

impact on low-wage laborers, especially for temporary or migrant workers. 

However, numerous fixes could improve fair-trade’s efficacity in improving the 

livelihoods of both workers and producers. First, fair-trade could work to clarify the current 

patchwork of labels and certifications. While many labelling organizations like Equal Exchange 

use the term “fair-trade” responsibly, there is no standard set of criteria which allows the term to 

be abused. Federal and state governments could also regulate usage of the term, as the 

Department of Agriculture did with the “organic” label.252 Not only would this clarify standards 

for coffee producers, it would make it harder for corporations to coopt the ethically-sourced 

labels. 

 Fair-trade organizations could also improve their incentives for producers. Rather than 

focus on a rewards system, fair-trade groups could work alongside farmers wanting to transition 

into the fair-trade model. Providing a label for farms in the process of becoming fair-trade is one 

feasible solution and would provide farmers who require a lengthy transition process the 

financial ability to do so. This is currently an option for organic farmers in Costa Rica, who can 
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earn a “transitioning to organic” label to help offset the upfront costs of becoming organic.253 

This label should be applied to fair-trade, so producers can gradually shift to meeting fair-trade 

standards. 

However, it is worth noting that improvements would still only affect the one percent of 

the global coffee market that is fair-trade. While an increase in the number of fair-trade 

purchases would boost the movement’s market share, consumers could also improve producers’ 

welfare by focusing on the largest coffee corporations that coffee import over half the country’s 

coffee. On May 3, 2019, Mongabay, a conservation-focused news agency, reported that 

investigators from the Brazilian government found slave-like labor on a farm that sold beans to 

Starbucks and Nestlé.254 Although Starbucks and Nestlé stopped buying from the farm after 

being notified of the report, it was the second time in one year that slave-like conditions were 

found on a Starbucks farm.255 Consumers should demand that companies be more proactive in 

monitoring these conditions and investigating the welfare of laborers as well as landowners. 

Even a slight increase in the premiums paid by large coffee companies could benefit producers 

globally more than the positive but miniscule impact of the fair-trade movement. 

Moreover, the struggles of producers in the wake of the coffee crisis underscores the need 

for continued research on coffee, including histories of the last thirty years in other producing 

countries. While plenty of research organizations, from the Specialty Coffee Association to 

FairTrade International, publish reports annually on the state of coffee, they tend to focus on the 
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fair-trade and specialty producers and therefore do not represent the vast majority of non-

specialty producers. One example of important academic work on the topic is Confronting the 

Coffee Crisis: Fairtrade, Sustainable Livelihoods, and Ecosystems in Mexico and Central 

America, published in 2008 and edited by Christopher Bacon, which explores how various 

countries had begun to respond to the coffee crisis.256 This thesis examines these responses 10 

years later, showing the mixed results of the fair-trade and specialty movements that were 

designed to boost producer welfare.  

This thesis also expands on the work of Jeffrey Paige in Coffee and Power, which 

chronicles Costa Rica coffee production and how farmers pushed for the end of the coffee quota 

system but was published in 1998 and therefore leaves out the impact of the resulting coffee 

crisis.257 This thesis continues this narrative, showing that cooperatives, which were formed 

largely because of the 1949 revolution to empower small producers, ended up helping their 

members through the coffee crisis. Paige also documents how small landowners have been the 

emphasis of Costa Rican coffee producers, which helps explain why economic studies today still 

heavily focus on producers, rather than workers.258 

The findings of this thesis also relate to commodity history more broadly, exemplified by 

From Silver to Cocaine by Steven Topik, Carlos Marichal, and Zephyr Frank, as well as The 

Global Coffee Economy in Africa, Asia, and Latin America by William Clarence-Smith, William 

Gervase, and Steven Topik.259 Both of these works focus on the interaction between consumers 
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and producers in various commodity chains emphasizing that producers were not passive 

participants in the trade, but also make important economic decisions that affected consumers in 

the global north. This thesis reaffirms this pattern for coffee production over the past thirty years. 

Farmers in Oaxaca, during a period of low prices, created the idea of fair-trade coffee. 

CoopeAtenas hired actively sought ties with American companies and advertised its social 

welfare programs to prospective buyers.260 Costa Rica and its national coffee institute, feeling 

stymied by the International Coffee Organization, played an important role in lobbying against 

the quota system, ultimately leading to its collapse. The move, of course, backfired but 

nonetheless shaped the global coffee market.  

 While this thesis relates to previous commodity research, it also suggests an urgent need 

to research fair-trade commodities beyond coffee. Fair-trade brought consumer attention to 

producer welfare, but such concerns should expand beyond coffee. While the coffee bean played 

a foundational role in Costa Rica’s national identity and the economic histories of countries from 

Central America to Brazil, its economic importance has declined as a share of the overall 

economy in the twentieth century.261 Bananas, pineapples, and other tropical fruits now add ten 

times the value of coffee to Costa Rica’s economy.262 Moreover, bananas and pineapple 

production are industries with controversial histories of human rights abuses and intensive 

pesticide use, especially in Central America.263 If fair-trade was established to improve the 
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livelihoods of workers and landowners, then research should increasingly focus on the role of 

ethical labelling in tropical fruits and fair-trade groups should endeavor to increase their share of 

those markets. 

 While the coffee crisis has produced struggles for coffee producers across the tropics, at 

least one positive trend has emerged as a result. The commodity chains that have long linked 

producers in Costa Rica to consumers in the United States have responded to the prolonged low 

prices by increasing transparency, so that producers now know their consumers, and many 

consumers can learn about their producers. This is the direct opposite of the public perception of 

coffee during America’s peak consumption levels in the mid-twentieth century. Advertisements 

of coffee from the 1950s exclusively show housewives preparing a cup for leisure, smiling 

without a hint of the labor and hardship that went into growing the beans for that cup.264 Steven 

Topik and Mario Samper also note that the universe of coffee consumption is remote to 

producers, who often see the world as alien and remote.265 

 Therefore, this research suggests a fundamental shift in the perception of coffee 

production. When I walk into my local Starbucks or Peet’s, I see several posters of coffee 

farmers and bags labeled with the origin of beans, down to the city and elevation level. In the 

CoopeAtenas office, the Starbucks mermaid hangs on a poster at the entrance way. The general 

manager earned his Master’s in business administration from an American university. Farmers 
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know that highly sweetened iced coffee is popular at Chick-Fil-A and recognize that many 

Americans prefer a low-quality dark roast coffee over high-quality light roast.  

 In many ways, fair-trade emerged a response to the coffee crisis, but it also became an 

unprecedented economic alternative to the severe disparities between producer and consumer 

countries. For two centuries, coffee was produced in the global south for production in the global 

north, but over the past thirty years, in the wake of the coffee crisis, consumers began to evaluate 

if such trade is truly fair.  
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