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a' 
Fair trade represents an innovative approach to make the rules of global tmde work for disad- 
vantaged producers in the South and for sustuinable development. But who are the real benefi- 
ciaries of fair trade? Has fair trade resulted in any discernible improvements in the lives ofsmall 
coffee producers and their communities? This paper examines the effectiveness of fair trade as 
a development tool and the extent of its contribution to the alleviation of poverty in coffee- 
producing regions of Nicaragua. The paper argues that it is crucial to analyse the e,xperiences 
and problems of small coffee producers and producer organisations involved in the fair trade 
market to ensure that the objectives and claims of fair trade are achieved in practice. The study 
concludes that there are limits to the extent to which fair trade can signijcantly raise the stan- 
dard of living of small coffee producers because of,factors such as the debt problems faced by 
cooperatives, lack of government support, and volatile international cofee prices. 

Coffee and the global market 
The collapse of world coffee prices, chronic oversupply of coffee, and corporate control of 
international production and trade are damaging rural economies in many developing countries. 
The second most traded commodity after petroleum, coffee not only provides the economic 
backbone of many countries in Latin America, Asia, and Africa but it also determines the live- 
lihoods of 25 million poor families (Gresser and Tickell 2002). Coffee is one of the few inter- 
nationally traded commodities that is still produced mainly on smallholdings farmed by peasant 
households, with almost 70 per cent of production coming from producers who farm less than 
ten acres of land. The global trading system, geared partly towards the exploitation of cheap 
labour in the South and the maintenance of low consumer prices, has constituted a difficult 
economic environment for many small coffee producers. In recent years, farmers' incomes 
have fallen dramatically and many receive prices for their coffee that are less than the cost 
of production (Brown et al. 2001). This trend is not only causing economic jitters among 
coffee farmers, but also increasing threats to the land and wildlife where coffee is grown. 

International action to help small coffee farmers raise their standards of living is critical as it 
can assist developing countries escape from the poverty trap and contribute to the overall alle- 
viation of world poverty. However, if price stabilisation mechanisms or policy changes are to 
have any real impact on farmers' welfare, they need to lead to higher as well as more stable 
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