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Case Study: Brazilian small farmers

IN 1999, WORLD VISION BRAZIL started a very ambitious project to enable small land-holder producers in Rlo Granda
do Norte State, one of the poorest regions in Brazil, co export ns to European markets. To our knowledge, this had never
been tried before, and we did not have any experience in terms of procedures for accessing foreign markets. We were driven by
a dream: to see poor producers access impartant and lucrative markets and to see poverty reduced.

With the support of 2 trade representative who made the first conwcts with Furopean import traders (regular imparters; noc
Fair Trade importers), we created an operational plan, including terms of production and logistics to address the deminds, time
frames and requirements of the market. Ve selected as our Brazilian partner the melon producers from the town of Baraunas,
who were already selling their product to the big export companles of the . Even though the small producers of Baraunas
had the needed capacity and quality to serve tha interna market, what didn’t have was the capacity to commercialise
directly with distant markets. And although they had been selling their melons to the big companies for several years, a lot of
small producers were wanting to stop growing melons due to the low prices the big companies paid.

Since World Vision was not an export company, wa comracted an export cony to e the legal proce and
technicians (agronomists, foreign trade m)mmoﬂmmm-ﬂtﬁh pmm ol dide't have
detalied understanding of the principles and res of the Falr Trade movernent.Wa promoced the melons &5 3 “fir wade”
product, even though we didn't have a Fair Trade label. Fortunately, we met il the Fair Trade ¢riterfa and procedures! Hawevir,
wedidnothavemepmucﬁonofmeFaermdawﬁﬁcadmmdhhﬂlg' ' ; nal
melon producers, was extremely positive. We exported 45,000 bowas of melons of the same quality as the European mariait

After the key partners (World Vision Ares Development

other NGOs and small-holder producers) assessed
this pilot process's successes and failures, we decided to move
ahead, including more melon-producing families and increasing
the amount to be exported. The outcomes and the wide
visibility achieved on the first export transaction made us very
confidenz that we had fourd the best way to reduce the
growers' paverty. To avold the high costs charged by the
£Xport . we opted for a small export company that in
the past had marketed handicrafts and cashew ruts from poor
communities to Europe, and whose main sharehoider was a

‘ mmr NGO. In an integrated approach, the small producers
rrowed the financial resources to cover the costs of
; N production and post-harvest processing from Worid Vision's

~ rural microfinance programme.
Fair Trade "Vision™ mefons being prepored for export

: In its second year the programme yielded even more
_ : . - cutstanding resuits, Ve exported 75.000 boxes of malons w
eight European import tradets, and also sold 15,000 boxes of mefons to a Brazilian natienal chain of supermarkecs. The producers’
income-risse to the point that they ceuld pay off old debts. Additionally, other small producers of melons in the sare ragion also
increased their profit because the big companies had to increase the price they paid per box to compete with our prices. The
final investmient return analysis pointed to a 60:1 rate. Using the small expart company reduced export fees from the earlier 26%
to orly 8%, increasing éven more the q_rhzdu'cers'. profic. Up to this poine, the relaticnship between the Eurcpean importers and
World Vision Brazil was. very friendly. The international marker price for melons was high enough to cover all costs and profic
both producers and ifhporters, Favourable repercussions of this Innovative experience In the wider World Vision partnership and
‘with other organisations made us rather famous.World Vision Brazil won the Award from the inter-American Development Bank
for: best experience in Business Development Services. A national TV network and newspapers reported an the feat of poor
producers who had accessed the igternational markets in a competitive way.

But we had not yet seen the market show its claws or éxperienced the degree to which it is biased against small producers.

In the third year we were more ambitious: the operation grew and exported 140,000 boxes of melons and sold 30,000 boxes of
melons in the domestic market. But this was September 2001, After the terrorist attack in New York, exporters who would otherwise
have sold primarily to the US market moved their melons to Europe, flooding the European market and causing a fall in prices.

We tried to reach an agreement with the European import traders to share some of our losses, appealing to their “social

awareness”, But all selling is done through a consignment process, in which the importer charges all its costs and a fee of 8% and
pays the balance no matter how small it is. We knew about these rules, yet anticipated that our win/win alliance with the




export melons to Europe

importers after three years might prevail. But business is business, and the fall in prices meant that we experienced losses. The
losses were split between the producers and local partners and offset by World Vision back-up funds.

Afeer our third year of & operations, we realised that we had the knowledge and abilities to access markets comp

But trade had brmh: iwq:ll_' nqa&an;-_dug went beyond the scope of a single entity like World Vision, and despite efforts ' ﬁb_.‘buiﬁ

allianees, we worked alone. This was 2 huge constraint that needed to be dialt with if the programme were to improve.

The experience taught us some hard lessons:

@ “Trade liberalisation” is still a mirage; for some, the market can be anything but free, Power in the market moves from the
rich to the poor; it is a2 one-way street.

® Market traders in developed countries are not equipped or prepared to deal with small producers.’

® Small producers are very vulnerable to swings in global trade. There is no special protection to improve or support their
market access, while big traders can count on insurance, hedging mechanisms, easy access to cheap credit, and 50 on, to
strengthen their competitive advantages. Without support and special conditions, small producers cannot cope with prolonged
high fluctuation of commodity prices.

® Trade barriers affect small producers more than big, modern companies. All export regulations, trade rules, and freight
procedures were made for big exporters.

@ Trading costs are much higher for small producers, due to their smaller scale, logistics, precarious infrastructure, and so on.

® As well as alliances between producers, NGOs and government at local and national levels, to acquire local and global
competitiveness there must be strategic (ethical) alliances with the private sector.

@ |t takes time for small producers to learn the complexity of global trade: this learning time frame must be respected. First
they must be able to commercially produce the required quality and quantity, then to access local markets, then national markets,
and finally international markets.

Re-starting from the bottom up

After this rich leaming experience. World Vision Brazil, our parmer agencies and the small producers decided 1o continue with
the Inftiative; Mesg‘mkm a scronger basis to address diese issuas. The new Markat Access programime: dims: .

1. To strengthen the productive capacity of small producers and build their capacity to participate in accessing the market by
building an their competitive advantages

2. To improve the mechanisms of commercialisation, settling up reliable negotiations with the buyers (we created a buffer fund
to protect small producers from the big swings in commodity prices, and a Fair Trade company to make the commercialisation
more professional)

3. To promote better conditions for small producers accessing the markets, through advocacy actions

This new phase has aiready supported more small farmers and handicraft producers than the previous initiative did. They are
commercialising handicrafts, cashew nuts, mangoes, organic products, honey, etc. in local, national and international markets. To
reduce the market risks, we are increasing the amount of non-perishable products commercialised: taking advantage of Fair Trade
rules and mechanisms; and doing business with companies committed to social respensibility. Clearly, expanding market access
can have a positive impact on poverty reduction, Global trade can break exclusion in market flows, creating alternatives where
a domestic market is dominated by local elites. And it is a huge opportunity to expose people to new ideas and build their
capacity to deal with all aspects of economic activity. Yet this initiative highlighted that if some structural constraints to market
access do not change, successes like this will continue to be exceptions to the rule and will be limited. Ve can prepare the poor
to deal with trade, but trade must be prepared to deal with the poor.
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