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Nicolas Manzueta is a cocoa 
farmer in the Dominican 
Republic, the second 
poorest country in the 
Caribbean. He belongs to 
CONACADO, a cocoa co-
operative working to give 
its members a better return 
for their produce. Rather 
than exporting just raw 
cocoa beans, it now exports 
products processed from 
the beans, including cocoa 
powder, butter and liquor 
(used for making chocolate), 
to fair trade organisations 
such as Trade Aid. In so 
doing, CONACADO’s 
members earn more for their 
produce, so allowing further 
investment in industry and 
community infrastructure. 

“The prices I 
receive are more 
stable now.

Thanks to the fair 
trade market I’ve 
been able to build 
my own house.”
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Trade rules 
allow wealthier 
countries to 
corner the 
more profitable 
processing 
market.  

Poorer 
producer 
countries are 
penalised for 
adding value to 
exports.

CONACADO is a rare 
exception. As with so many 
of the world’s producers of 
raw commodities—coffee, 
tea, sugar—cocoa farmers 
are generally trapped at 
the lowest end of the global 
supply chain. Why? Trade 
regulations allow wealthier 
countries and large 
multinational corporations 
to corner the more profitable 
processing market while 
poorer producer countries 
are penalised for trying to 
add value to their exports. 
The European Union (EU), 
for example, imports raw 
cocoa beans without tax. 
Imported cocoa butter 
attracts a tariff of around 
10%; imported cocoa 
powder attracts 15% tax; 
imported chocolate 20% tax. 
Which is one of the reasons 
why, although developing 
countries produce 90% of 
the world’s cocoa beans, 
they make less than 5% 
of its chocolate. The more 
lucrative cocoa grinding is 
dominated by multinational 
companies Archer Daniels 
Midland, Cargill, Barry 
Callebaut, Petra Foods and 
Blommers, while chocolate 
manufacturing is dominated 
by Kraft/Cadbury, Mars, 
Nestle, Hershey and Ferrero. 
It is these companies that 
become rich from the vast 
non-fair trade chocolate 
industry—not the farmers. 

Mining is another example. 
Fifteen of the top 20 gold 
producers, 12 of the top 

20 copper producers and 
nine of the top 20 nickel 
producers are developing 
countries. But while large 
foreign companies reap 
huge profits from extracting 
these resources they pay 
little to the governments 
of these countries. In 
Tanzania a US copper 
mining company returns 
only 4% of the mineral’s 
sale price to the Tanzanian 
government. The Business 
Times in 2003 reported it as 
“officially sanctioned rape of 
Tanzania’s mineral wealth”.

The global fair trade 
movement has grown largely 
as an alternative to these 
systems of trade that trap 
farmers and producers at the 
lowest end of global supply 
chains, while those countries 
and large companies 
further up the chain 
accrue the vast majority 
of profits. Organisations 
such as Trade Aid work to 
support small businesses 
in developing countries to 
increase their capability. 
This is achieved by offering 
a proactive and equitable 
trading relationship and 
returns that are negotiated 
openly and fairly in order 
for co-operatives and small 
businesses in the world’s 
poorest countries to benefit 
and grow.

Unripe cocoa pods  on the farm of 
Nicolas Manzueta in the Dominican 

Republic
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The unlevel 
playing field
The trade rules that allow 
such inequities date back to 
international efforts to get 
the world back on its feet 
after a global depression and 
the devastation of World 
War II. The United Nations 
Monetary and Financial 
Conference, held at Bretton 
Woods, New Hampshire, 
in 1944, set out to reduce 
barriers to global trade. 
Participating nations signed 
the General Agreement in 
Trade and Tariffs (GATT), 
aimed at eliminating rules 
that reduced the cross-
border movement of goods, 
services and capital. This 
goal, since taken over by the 
World Trade Organization 
(WTO), requires countries 
to cut quotas, tariffs and 
government subsidies that 
protect local industry and 
make overseas goods more 
expensive. Such measures 
are part of a wider neoliberal 
package aimed at increasing 
global trade and investment. 
Promoted as a way to bring 
poorer countries into the 
global market, it encourages 
countries to boost exports, 
open domestic services to 
the international market 
and reduce government 
spending, so ignoring 
widely-held views that 
poorer countries should 
focus on strengthening 
domestic demand and 
regional partnerships. 

Elements of this package 
were adopted by wealthy 
countries such as New 
Zealand or imposed on 
poorer countries under  
so-called structural 
adjustment policies, often 
as conditions for loans, debt 
cancellation or aid from 
international institutions 
such as the World Bank and 
the International Monetary 
Fund. Mali, for example, 
had to privatise its cotton 
and electricity industries to 
receive World Bank aid. 

While poorer countries are 
forced to reduce subsidies, 
they are also expected to 
compete with rich countries 
that were able to protect 
their industries at crucial 
stages of their development 
and that continue to do 
so. In 2011, government 
support for agriculture in 
OECD (Organisation for 
Economic Co-operation and 
Development) countries 
amounted to US$252 
billion, or 19% of total 
farm receipts. In other 
words, roughly one in five 
dollars received by OECD 
farmers was a direct or 
indirect subsidy from their 
governments.1 This is less 
than it was, but still provides 
the agricultural sector in 
wealthy countries a level of 
security denied to poorer 
countries.  

The impact of such policies 
on the world’s poorest 
countries has been dramatic 
—living standards have 

Living 
standards 
have fallen, 
unemployment 
risen, inflation 
soared.

Coffee sacks being unloaded at the port
of Santa Marta in Colombia
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The WTO also says member 
states cannot ban imports 
on the basis of how they 
were produced. When the 
US tried to ban imported 
shrimp harvested by 
methods that endangered 
sea turtles, the WTO found 
the ban “inconsistent” with 
trade rules. Similarly a US 
attempt to ban tuna from 
countries that used methods 
that endangered dolphins 
was successfully challenged 
by a GATT dispute panel. 

While the WTO’s current 
Doha round of trade 
negotiations remains 
snagged on agricultural 
subsidies and TRIPS, 
bilateral and regional free 
trade agreements have 
proliferated. Many include 
a “reciprocity” clause, by 
which signatories commit 
to reduce so-called trade 
barriers to equal levels. This 
works well in agreements 
between developed 
countries but in agreements 
between developed and 
developing countries, 
poorer nations are forced 
to expose relatively under-
developed agricultural and 
industrial sectors to global 
competition. 

Under the Investor-State 
Dispute Settlement (ISDS) 
provisions of free trade 
agreements, multinational 
corporations can challenge 
national laws used to protect 
health and environment laws 
and local industry. 

fallen, unemployment 
risen, inflation soared. As 
economist Jeffrey Sachs 
said, it’s “belt-tightening 
for people who cannot 
afford belts.”2 The Ivory 
Coast received 26 structural 
adjustment loans during 
1980-1990s. The result? 
Per capita income went 
into freefall in what US 
economist William Easterly 
describes as one of the worst 
and longest depressions in 
economic history.  

As goods, services and, 
through the WTO 
Agreement on Trade Related 
Aspects of Intellectual 
Property Rights (TRIPS), 
intellectual property are 
progressively hauled into 
this economic model, the 
ability of governments 
to protect local industry 
and food security, to 
insist on labour laws 
and environmental 
standards and to safeguard 
the traditional use of 
agricultural and medicinal 
plants are undermined. 

US biotech company 
Monsanto, for example, 
harvests seeds for 
subsistence crops such 
as maize and rice from 
developing countries and 
subjects them to genetic 
engineering (GE). The 
GE strains replace free 
heritage varieties and often 
germinate for just one year, 
forcing farmers to buy new 

seeds every year. “Thus, 
Monsanto both wipes out 
native species and forces 
poorer nations into greater 
dependence and poverty.”3

In 2005 the Ethiopian 
Government tried to 
trademark its prized Harrar, 
Sidamo and Yirgacheffe 
coffee beans so farmers 
would receive a higher price 
for their produce. 

As economist Jeffrey Sachs 
said, it’s “belt-tightening 

for people who cannot 
afford belts.”   

“Coffee shops can sell 
Sidamo and Harrar coffees 
for up to US$26 a pound 
because of the beans’ 
specialty status,” said 
Tadesse Meskela, head of 
Ethiopia’s Oromia Coffee 
Farmers Cooperative Union. 

“But Ethiopian coffee 
farmers only earn between 
60c to $1.10 per pound for 
their crop, barely enough to 
cover the cost of production. 
I think most people would 
see that as an injustice.”4   

The National Coffee 
Association and Starbucks 
did not. It took three years’ 
work by Oxfam, Oromia 
and non-profit organisation 
Light Years IP for the 
eventual granting of the 
trademarks.

Coffee farmer Mokono Hirbayee (left) with Tadesse Meskela of 
the Oromia Coffee Farmers Cooperative Union in Ethiopia
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Foreign companies, for 
example, can insist they 
be treated the same as 
local companies for public 
contracts, so challenging 
government support for 
domestic industry. This year, 
the US threatened to take 
India to the WTO to give 
US manufacturers more 
access to India’s solar energy 
programme, claiming India’s 
preference for locally made 
equipment discriminates 
against US producers.

France’s attempt to ban 
asbestos, South Africa’s 
attempt to make cheap 
AIDS medications, Mexico’s 
attempt to close a toxic 
waste dump—all have been 
accused of working against 
the rules of free trade.

ISDS provisions are being 
used by tobacco giant 
Philip Morris against 
Australia’s plain packaging 
tobacco laws. While Philip 
Morris is unlikely to win, 

such disputes deter other 
countries from taking 
similar action. Already New 
Zealand has delayed plain 
packaging laws to see how 
Australia’s efforts pan out. 
And while Australia is able 
to meet Big Tobacco’s legal 
challenge, many poorer 
countries have neither the 
money nor the international 
experience to do so. 

The ISDS provision will be 
part of the Trans-Pacific 
Partnership Agreement 
currently being negotiated, 
largely in secret, between 
New Zealand and 11 other 
Pacific Rim countries. Under 
this system, new regulations 
to protect the environment 
or address health issues 
may all be challenged under 
this provision – a signficant 
loss,  says Professor Bryan 
Gould, formerly from the 
University of Waikato, “of 
the power of democratic 
self-government.”5    

Patent liesThe ISDS 
provision allows 
multinationals to 
challenge national 
laws.

Notes

1. “Green economy and trade: 
Agriculture United Nations Environment 
Programme”, 2013, www.unep.org/
greeneconomy/Portals/88/GETReport

2. Sachs, “Doing the sums on Africa”, The 
Economist, 20 May 2004

3. Quoted in Starbucks v Ethiopia, www.
ethiopianreview.com, 16/9/08

4. www.oxfam.org, 2006

5. www.tpplegal.wordpress.
com/2012/05/07/

Known in Sanskrit as Sarva Roga Nivarini, the 
curer of all ailments, the leaves, seeds, flowers, 
bark and oil of the neem tree have been used for 
over 2000 years as an antiseptic, insecticide and 
remedy for a range of skin disorders. It is used in 
construction, livestock feed, fertilisers and soap, including that imported by Trade Aid from 
Palam Rural Centre in India. But, since 1988 when multinational chemical corporation W.R. 
Grace bought a patent for neem extract Margosan-O, various patents have been taken out 
on the extraction and processing of the active ingredient azadirachtin. Promises that such 
projects will provide jobs and better returns for neem farmers have been offset by price hikes 
that turned a free resource into a prohibitively expensive one. It took until 2000 for the 
patent to be successfully opposed by several groups from the EU and India, including the EU 
Green Party, on the grounds that the fungicidal activity of neem extract had long been used 
in Indian medicine. W.R. Grace appealed the decision but lost in 2005.   

Neem soap from the Palam Rural 
Centre in India 
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