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Coffee, and especially non-clue Mountain coffee, was iaentified 
as a tsaditi~aal export crop with potential for expansion. The 
purpose af this assessaanl is to provide USAZD/Jamsica with 
sufficient curreat infarmatisn an the industry to aetermiae where 
i t s  assistznce under the AgriculturaX Export Services Project wiX% 
be most af bective. 

Jamaica" sosffee industry is composeb af same 30,000 small farms 
o f  less than one acre of isnd* aroun6 3,QPD farms w i t h  one to tea 
acres, ant3 only 148 darns of over t en  acres, X t  has undexgane 
signif;csnt struct~ral changes in the pas t  decade, Whereas 93 
pexcene of coffee production used to come from small caopexative 
farmers, t h e  *cumerciaf EarcYwr" who emerged i n  the 198Q's now 
probuees almost half  Jamaica*~ coffee. In a sense, the fnduse~y 5s 
wow bifurcated into the  small traditionai farmers on the one side 
and the comercisRHp oriented farmers on t h e  other. 

The industry has a l s o  seen deregulation kn the 1 9 8 0 ' s .  Ten 
years ago, tbe Coffee Industry Board (CXB)  and its wholky owned 
subsidiary, the Coffee Hndustry Developaneat Carporskion (CTDCC?), 
controlled virtually a l l  phases of &he ifidustry. In 1983, the  
Janafcan Goveennresnl issued regulations aIBowi~g growers who proguced 
a t  l eas t  300,000 pounds a2 coEfee t o  became "Approved Growersm or 
*Approved B~OC@SSO~S*- This status pr;rmkts a grower or enterpriaa 
to market i t s  coffee bcalXy and abroad, an4 aither eetabllsk erndl 
operate its own gukpeq or contract for processing services, 
Although the  industry i s  still hSghfy regulateit, the  CTB Bas 
reccakiy begun to deregulate extension services and seedling 
production. 

Jamaican coffee ccxnrxrends the highest prices in the wolrld. 
Because the miZd tasting, large bean caffes i s  s highly pztzeg 
luxury- go06 in Sapan* demand is price inelastic an4 consi~tently 
exceeds arasllPsbZa sapp1p s Parga ~ l r g i n *  The C3S sets Mm 
minimum expert gs$ce for a91 grades sf Jamaican cofdeie. a r m a t  
prkces are 0a3.50 for at punt3 0% r one BXue Hounkari~, coffme 
?JS$5,20 for a poasad of High Mountsin Suprema, and US$3.90 for a 
pwn6 sf Prism Wash&. Brazilian coffee, as a coqaaiaon, rre%P~ for 
axausrd u5;$.SQ peer po~rad- However, as 3811~~lki~815 yieXb%s are 1m a M  
prw3uciioa ant3 processing costs are higb, tbe coffee g r m m ~ * s  
average expected re turn  is in the region ef 22-23 percent, Wikh the 
cosk aQ coswmrciaX brxowing  a l  aver 35 pescenk, csfeee 6s not a 



good investment a t  pfessat unPess the  farrier can ootain be3su-market 
in teres t  gates Gn his loans. 

Japan, which purchases around kO percent of eaffee erpotrs, is 
Jamaica's majar market- The Japanese have also invested f~ the 
industry, and are providing Tang term law intrrest financing t o  
encourage greater production, The Camo~weal th  Derelogmnt 
Carporation and the European Corsgnunities, as well as AID,  have also 
given assistance to Jamaica's coffee industry, 

Hajot constraints t o  expansian and grarrth o f  the coffee i n b s t r g  
ibsstiEkeb fa  this paper are  the following: 

shortage of long term financing a t  reasonable i n t e r e s t  rates; 
High f ix*  processing casts spread ores a XOW whlme of coffee; 
fnadequaee road infrastxurtuxe in cof fee  gr&uciag areas; 
Shortage oc nursery seed2iags; 
Shortage of T a M g  in coffee producln~ areas; and 
Lack of management capability an6 leadership in the non-BZue 
Mountafn cooperatives. 

AXD has assisted the coffee industry w i t h  financing, technica1. 
assistance, and rossaxch funds over the past five ycBrs, TRezs i s  r 
role for additio~al XXD assistance in sevexa3 areas, such sa 
rejuvenating c~opcrativel~ fhndiaq ways tQ reduce g r ~ c e s ~ i ~ g  C Q S ~ S ~  
impxuving soaa txansport in coffee areas, and psovidEag subPoan8 
through financial institutfoas- 



3 . 1  Prttpose of t h i s  study 

As part of USAZDP$amaica8s effoats to assist in the development 
of JawaicaVs agxicultaral experts, t h e  mission authgrfzed and 
obligated the AgricultuzaX Export Serfices Project in Sept@mhr 
2983. toffee, and especialPy won-Blue Mountain coffee, was 
identified as a traditional export crop with potential for 
expaasion, This stady i s  iotanded to pxovids eurremt 
information en Ibe stat3a of Samaira" coffee industry to enable 
faSED83amaica ts determine ~hexte  its assistmce ui%P 3e =st 
effective. %'be stuay w i l l  t b e z e f ~ r e  highlight bath ccanstlrairsts 
%a development of the coffee industry and apgsrtwsities for 
erpans.dnon. 

1-2 H5starp of Jamaica's coffee industry 

The m i c a  coffee plant was f i r ~ t  brsught ta Jamaica 
fr-am Wartixnigrre by t h e  British Governor Sia Nichslas Plawes in 
1.728. Cultivatisn began In t h e  gE~csthiZls near Kingaten., 
8ecsuss the b a n s  prMuc& i a  Jamagca ~lsrers o% h i ~ h  quality, 
coffee plaatatiuns soon appeared in the Blue WountsSna and the 
uprands o f  Msachester, St. Ann and St= ELirahth ,  Ta the 
178B8s, whea Eagfand reduced i t s  tax on coffee by 75 parcent* 
Jamaica*~ p s ~ ~ e t i a n  s a a x d ,  By 1800, 3amaiea ha6 PO0 
plantations and expert& over L3 miPXion pvuads 09 ~ ~ B f e e ,  
mp~art8 ppssntc6 in 3PJZX-281.9 at around 84 mi&l2on pounds asnnuallly-. 

The induetry fllecZined almost a$ f a s t  as it Bad grown, 
Eaabcipatian of Jamaica's slaves in 18381 drainad labar from the 
pXaakstioaa. A% the same %i-, dsgZe&iun of nut~iesta from the 
soiXs, erbsien, an@ the spread of pests and diseeses caused 
decllniacy pieldas- Jarmica also lost i t s  prefermtiiatl nnarwt 
when England rsBucsd the &;ax as csf fee from nan-colanf el 
prducers. Increased competition brought Power prices* By 
186311, o n l ~  X i 6  3plaaakatBiom =re @ t f B Z  oprat%ag a d  -st# had 
6rapps;d 8~ 5 rnifX2oa p u n 8 s -  

ma structure QE Jamaica's coffee industsy was also changing, 
E& the end crf the aiackeenkh ceakurg, Barge pPantations sreaa, 
Wing sti.Mivibira3. Coffee was itlereaeingly gram by indiv id~~ff ,  
farmers on small pPatar of  laas, often mixed wfth PEQW craps, A 
new type 02 hu%He~ ant3 pulpef which permitted smatal% pzobucexs t o  
cuaaapette wPth large pxocessing plaats %urther encourage4 the 
treaa towares small f a m s  coffss production. Some efforts were 
made t o  set up %amekse cs~pexa%ires, 



fn the 3930"s and 2940qs,  the effects of t h e  depression and the 
Second M r l d  Was devastated the coffee indxistrg, Prices droppetZ 
and shipping was uareliabfe. Jamaican farmers were encouraged 
by markets t t o  use their land f ~ r  fasod craps and bananas rather- 
than coffee, What coffee remained was neglected, causing yields 
atnd quality to dcteriomate even furthey,  

The lsek of effective control over quality standards alPow& 
traders ha m i r  coffee sE a l l  grades and quality- Sam even 
mixed s t i c k s  ant3 stanas w i t h  cubdee exports t a  increase the 
weight- By 2943, the quality ob Jmalcaxl c~fEea was 80 longer 
acceptsbte t a  Canada, aaasleica*~ largest market- With €ha 
ezeepkion raE BBae Moet#tai;slt coffee ubieb had mz;intaia& 
standards, Jamaican caEfee experts ceased. A t  t h e  s a w  time, 
other coffee expastcrs in Central K w x i c a ,  Brazil, Colombia and 
Iff64n'~fa~ who *ete imsrgfovirng W t A  r;6uaTiBy and %~axlt i t t ;%~ Wets able 
to take aver dam5 ca's markets, 

"ra protect and revive the Jamaicsa industry, the Cblt~afal  
Government set  up s Caffss Clearing House in 1944, The Clesxing 
Rouse purchase6 eoffee gram dealers for  cleaning, grading a2d 
ezport- A%tRough erp~rts resumed as the quality of Jamaican 
coffee iragrsved, standards were still not high enough, fa  X948, 
the fgrst  Coffee Xn6ustry RegrsPation Law was enacted. T h i s  faw 
established the legal sutharity Eor a Coffee Zndusksy Board 
CCXB) an& gave it wide rang5ng pstswa ta caatzal the growing, 
precessing, grading and marketing af codfee. Under this l a w ,  
the CXs i s  a l s o  r e s p ~ s 5 b l e  ~ O T  4e~e10pinq t h e  coffee inbu~tty 
and pse-tlng the welfare of the  petupla: engage4 i a  it ,  

The Coffee Endustw Board Stself was established in MSQ, By 
1958 i t  had set  up six pulperies thsoughsuk the lowland areas, 
C=Qneurre~sstPp, the Jamaica Agrkcultural Seciaty orgaaized smaT1 
cuffea Barmers into ca-agesakfves in areas around the 
fsckories- This was the beginning o f  the CIB/caolp~trakivm coff- 
collection system which still e x h t s -  The CXSSa central grading 
aaa% f5aishing piant was canstzucted in Kingston. Pr hand;Pes 
m s k  of the dm-, gfta4Rillag, packgag, am3 shippiaq of Jmm%caes 
coffee .  

3n l.981, the CXB s e t  up the Coffee Xndustry Development Company 
{ c x I X D )  as a subsfdiary to take aver the  pro4uctaaa sidte cof the 
inbuskry. fa addition t o  providing extension sarrgces, 
aperatfng seedling nurseries, a& managing i t s  o m  sstakes, 
epm administers donor-financed prejleets to erparxr9 caffae 
acreage. The nweallh Dev@kapmra% Carpera&%on pzagksm 
to develop Blue  Wountain coffee, 2n 9981, was the f i r s t -  Then 
c a m  a 5spanese OECF project Ear Blue Wunkain coCfes and a 
Eurspeaa Comwnities (EC) p r o j e t  for no~l-88ue M'IX~I~BIXI   of fee, 



Xn its forty years of existence, the C Z B  has k e n  very 
successful i n  imprauing asb miiintaining the quality--and the 
price--@E Janaican coffee. ft hes been less suecessfu3, 
however, in bringing about sustaiaed praducti~a iaereases, In 
t h e  1954J55 crop gear, five years after the CXB was esta>lished, 
ptoduction reached a high 02 4 - 7  a i l l i o n  pounds, Sgnce then it 
has f luctuate3  widely from e low of 1-7 f~",iZPioa ~ a u n d s  i n  
1968/69 t o  a high of 4,s milZion pounds in 3987188. With the 
C X ,  SaQanesc %ad EC ficanced projects beginning to shaw 
results, the Cf8  expecked a forty ye?r record y i e ld  af 4 - 8  
aillion pounds oE cobbee i n  t h e  1988/89 growing year. I3ut 
burricane Gilbert struck on S e ~ t e m h z  52,  1988, causing 
ezsenaive damage to over 60 percmt a f  Jamaica's coffee acreage 
and settlng the iabuskry*~ ten year expansion plan back by a t  
Xeast t w o  pears. PnsteaO of 4,8 rn.iX3ion pounds, produetion was 
$ust us3er 2 million pounds. 

2.3 Cuxrent status of Samaies" scoffee industry 

Sanafca produces two types of coTgse, Blue Mountain and, non-Blue 
Hountain, BXus Hountain cof8ee is defired by Paw as coffee that 
is grown in a ptezcribcd area of the Blue Mounlaiss, and i s  
processed ek spscifie4I facteries-  A X  other Jamaican cobfee i s  
nan-Blue Mountain. For marketing purposes, non-Blue Houatain 
coffee i s  divided in to  wsrious grader by bean size and quality 
Beteasin& by the CXB's "cup testu, Two of &he pra&,m 
expartable grades are "Xfgh Rbuatain Supreme" an& "Prime 
Wasbed', The latter is also b a n  as ImLdna coffee. 

Jamaican caffee is an iBeaX ex3szt product in that  Jamaica can 
exgmrt a l l  the caffee she prodiaces at mre than f i v e  times the 
wur2tl market price (see Table 4 ) ,  Because the mila Blue 
b&aranta%a coffee i s  a hhghPy prized Xuxrury g a d  i n  japan, demand 
is price inelastic and csltbslstcntly exceeds available supply by 
a 3axge margin. The B%89/90 

* 1 4ttxpcrt pries for the 
highest -,fade Blue @k?uart%%ra TJ$$7,56 pea pedne (the 
Zuwest axpartable gmarfe receives a raSaimm of ~S$7.00). Export. 
gradtbm od zmn-kP%ae m a r g i n  ~ ~ E f e e ,  whPc$ f a  ~rown frm s a w  
tree t Puwer elevations and in somewhat differe II, 
sfso ad p r W w  pg2ces for their &$gh qualftp. ~ x r m i f ;  
price for Hfgh Xountaia Supreme is US$5,20 per pound, an$ $or 
Prgm Washa? Qtbe Xoweat grade of &rgmatable Jmaicaz cobfee) 
US$4.90 pes guaund. While Jamaican prices continue t o  rfse,  
world market prices have d f o p p d  So a buureteenz year I-, The 
average price gat Atabfca coffee in 1988 was USSLlO gex peun8. 
A recent x990 quote dea 4%Xambiaa coffee was USQ1.00 per pun&, 
whiSe Brazilian coffee currently sells Cox US$,80 a pound. The 
rzsgia problem 5s neither: price nor xaarbk but prod.vrckioa, 



Until %he Z9t iQUs ,  JarnaXca"~ coffee indus try  k-as dominated by 
small ftsmers who bad less than twc acres of coffee faat3 and 
sale t3eir p r s d u c t i ~ t r  thrtaug2- ccoperalives+ The industry has 
undergone significant ztructwral c?anges in the past Gecade, 
First came t3e CK, Japanese anci EC projects  to expand coffee 
acreage- A t  the same time, many Jamaican conpanies, businessmen 
and pxnfessicsals, teccgnlzing the unique nature  of t h i s  pzodwct 
and its lon9-term pakectial, began to ' w e s t  in caffee, The new 
breed of eogEee fsrmer has a t  Least ten acres of dull-stand 
coffee, uses mudexn met8oJs and technology ka maximize rfelds 
an& q s l i k ~ ,  a& is either a k e a d y  aL approyea exporter sr 
asgfxes Po be* Some have even eriterd joint  venture 
asrangeruents u i k ' ~  amasters and retailers* The must rapid 
expansion has bcca in the aSue Hazntak naraas, which yield the 
highest ptices. fn the to%lanb areas, although the new larger 
Earns axe increasing their production, output from cu-operatives 
has stagnated or declined. According to the GenerzT Manager of 
C f X O ,  the coffee industry has beeme bifurcated, with the 
traditional sector eomlnaked by smz-l farmer taapexatiwes on one 
side and the c o e r s i a l  seekax domi~ated by large growers and 
exporters an tne other .  TPer@ are  an estimated 30,000 coffee 
growers with less than one acre, and another 3,000 with one to 
nine acres. Although f a r m  over ten acres number only T48, tbr 
probably account fo r  39 t o  40 3ercent of total production. 

The 29%Q*s were also marked kp steady progress towards ecanomic 
l i&ral ixat i+xk-  Structura% adjusenent programs supported by 
bilateral end m l t 5 l z  &era2 donors en.gbasized export-led grewth 
am2 an inereasdl raze far tha pri-ate sectas* Xn ths spirit of 
derqutat ion,  the Coffee I-dusb,rg 3oasd reXiaguisher3 i t s  
w n o p ~ 2 g  position as Jamr5ca"s &ale cofSse exporter in 1983. 
Row any farmer ox a ~ f f e e  enterprise who produces over 10,000 
boxes of  cherry coffee I , fOC,bBO pounds od dxjr coffee beans) may 
apply far "&pgrovecl Grower" s:.atur. This permits the enterprise 
t a  establish ssrd operate i t s  own pulgsry, contract processing 
services, twb market i t s  coffee foczPlp and abroad. 

The Dec&.sr 9 ,  IS48 23w RQ. 42 *To ReguXate the Growfag, 
Processing, Puschase en& Sale qf Co5fee in Jamaica an6 the 
Expure of CuEfee from J ~ a e l c a  an& -z+, Encourage the Develomnt 
of the CQfXee fnaustxy f o r  yurpases lacidsntaP to az connected 
with aag of the farsgaiag purposesa is atill t h e  feunt!stion of 
the industry's institgtiona: and legax framework, 



The CfB's po+ers of C O E t m l  ower the c~ f%e  industr:- were 
strengthened by subsequent amendments and regulations: 

58w E0- $4  35 1958 {permitting CIS to ;=pose a cess on a11 
coffee sales and have an annual audited budget); 

Regulation BQ. 34 nf 1953 (the Coffee CCess) Order imposing 
the csss); 

Regulatioa Ma. 35 of 1953 (Coffee Industry ReguXatisas 
impasisg Picensirrg requirements far coffee pxacessbrs, 
coffee aealsrs, and coffee exporters); 

%gt]llatrr;n lo* 367 of 1973 (Coffee zndustry ( A n e n ~ n t )  
Regulatioas defining Blue Mountain coffee and Blue Nk3untaia 
blend, and requiring xecards tu b9 kepk an aPT processing 
and s a l e s  of  BTue mountain coffee); 

#cgulatian Id. 379 of 1966 (The Ernport Prohibition (Coffee) 
Order prohibits imports of coffee except by the CTB); 

Coffee Industry Board Order on OereguPation of the Coffee 
Industry, February 1383 (Sets out proceeures for appraud 
growers t o  expart); 

Rec;u'liation l a .  334A of 1983, (The Goffsre Industry 
<,Wen&neat) ReguXatians, 9983, amends the boundaries of the 
Befined reglon Eor Blue Rauntain coffee and l i s t s  coffee 
works situated at Bby Hall, SSIrer Rill, Maw%$ Bank, l[LanglLep 
and Wallenford as those in which Blue Hountaiat caf fe@ muat 
itbe pk.occssed). 

2.2 Xnstitutional fr-ork of the industry 

The Cufbee Im3usttp %ard (CIS), set up in 1950, I s  the mse 
important Iftstitutfun in Jamaica's coffee inBustzyc Cbff~l~k~sefi uf 
growers* dealers and govcr nt ofSfcisXs, i t  tegulater 
eatira int%askzy, ioefxding grm3ng, prsoe@rraing, gdlrwd?dng, andl 
export. C Z D ,  create& in l981, is a who%Hy own& ssbsfdbsry of 
the CTB, fncszporsted as s private Eiw5t& compaanT rtzsaer the 
Ccspaaiies Act. 3k has sesp~nsibikity far  extansisrr servgces 
[t~aining, spraying, advksing on -q~awinp kachnitpmr, etc-1, the 
coffee berry krser csnt ral grogkam, aeedPPng ~ur8eriea, 
financial services t o  farmss ,  and d?vs%opend of cefPee 
estates, CIDCO is the single largest coffee grower in dswaicar 
operating Wen2y-five farms with a total 05 2,003 sexes, 

The CXB Q ~ S  s i x  coffee puXperSes {wee prlocassing pranta) i n  the 
IowXanG areas {Dover iPzs.int, Aenon Tom, Trow* W i l l . ,  Bag Walk, 



CParendon Park, and Maggottg! and one in the Blue Mountains 
<Wallenford), 8 E  the ather thzee B l u e  Hountain factorfes, two 
(Silver Mill an@ Mi)y t ia l l )  are  uuned an& operated by 
cooperatives and one (Mavis Bask] is privately o&qed- The CXB 
has s central grading and fiaishizg p lan t  in Ringstan, where 
nsst of 3anaics8s soffez is dried azd packed, 

THe C I B  Quality CantroP Office inspects a ~ d  grades a f l  coffee 
ptobuc& at the  central psocessing g3ant; inspects and approves 
privately awned processing facilities; and inspects and 
testifies the quality oX a l l  coffee ezpottb?d fxom Samfca* The 
6x6 is the Xargcsr expcrter sf Jamafesw coffee, mast of whlch 
goes to Japan. 

The Jamaica Coffee Counci3 i g  a private sector industry 
oxg~aization of growers, processors, m a s t e r s  ant3 expatkezs, 
Sine@ the  1983 dereguXation, nine pr iva te  gmmers or firms hawe 
gained Approved Grower/Exporter status- Qae of these, 3aBlunts, 
aeserves special mentian. fa23wa. is a eaoperatiue marketing 
~a~;tst , izst ion for B S g e  Mountain coffee composed of f ive 
shasehoXders* Jts members axe growers ReSTe Huan [CRaiman of 
she C?B and owner o f  R a ~ i s  Bank), R ~ n a l d  Thwaitss, Cecil 
Langfoz-d, and "5ackie" E* Hinott, and sAaneholdes R, Chinby, 
3 %Xu=, as an Appsovcd Exporter, markets coffee pruceaasb by 
Hawks Bank, It has also enteaed ink0 j o i n t  vantuces in japan 
[ w i t h  Rin Rin TraQing Company) and the US ( w i t h  Faisor5atl.s 
Csrporst2on) t o  soask and retail coffee in these  markets. T t  is 
the first private orgsnitatisn ku be an adminiskcwing agency gar 
a coffee bevelopiwnt Zoaa. In 198% the and the Paoatherlands 
co-fsnanced t3.0 million i n  loans to the coffee industry through 
2abXu.m- 

Cwperatires are bkwrtant primarily ie their rule as caXleckaco 
of small farmer produckion for pxocessina by the CXB. There are 
a totas  of nineteen coffee coo]p9ra~ivaar three in the Blue 
#%ountsias ant! sixteen in the 1owIanbs. !%e Blue Wuntain 
co-operatives aBso operate pulperies anit axe auth~rrized 
~zporkalss. small caffw bismmmree snrlsa orfginate3Py @q+nfr&nCI 
ises cooperttives by the Jamaica AgricuPkural S.gc&egry* 
Coffee Gr~wars' Cmpez*ek%ve Fdeestion Qa: %Be .r#asbr@BXrt 
organization which Pinks She cofP%e ccroperatives* Fherr ketaX 
meaberabip i s  e f i%ia~aB& st batwean 30,406-C5,000, 



?. STRUCTWZE QF THS COFFEE INDUSTRY 

3*1 Rwmbers 0% producers 

Za a 3589 survey of the numbers and sizes of coffee farms, the  
Hiaiskry of Agricolture found the boLPawingr 

~on-crxo  CLWQ 
840, sf farms Acreage So. o f  farms Acreage 

Less than 1 acre 
1 - 2 acres 
2 - 9 iEICtCB 
PO - 20 acres 
20 - 58 ~ C I ~ S S  
SO - 380 acres 
Over 100 acres 

meseas only a f e w  ye?,rs ago the agps~rimately 30,004 
cooperative members produced 93 pertent  of Samaica's cciree, the 
CXB now sstiPates that close to 50 pexcent of pzoduction CO~WBS 
from "sarger f%.:%a {over five acres) , 

The tofir*& iaduskry's recent dynamism has elearly hen 
c o a ~ ~ ~ ~ k r a t b u % i  In the Blue Mcrunkaga region, Xa 1982, JamsPca had 
an estim.at&! 34,400 acres o f  coffee, of which 2,600 acres -re 
Blue BSountajbn and P2,000 acres were non-BXue %Wur;tain, Ia 1989, 
pZantet3 areas had grown to a l m s t  23*090 ecxes, o f  which 7,390 
acres were Blue Huuntain a d  15,420 acres wfe non-.B&~% 3&%mtai~t 
(see "Sable 11). Blue Mountain coffee acreage had g r m  LrJt over 
200 percent in jus t  six yeaas, wh5le non-Blue ~ a t f t t ~ i n  planting 
w&a 2ess than 30 gaercsnk higher* Produckisn f%qurea, Bowever, 
are even mre ~eweafing- Befoze the 3u;t~cri~bn%, 1988189 BPaos 
muntsfa pr&t5&ioa mrrr expeetab kio reach 2 m%Pl?go~ paamtta, fmaz 
times the level only f i v e  years eaxl5sr-  Boa-Blue ~ t a a t a f n  
por&ue&ion, despite the %mressd acreage, wars prroJls@ke& a t  onXy 
2-23 milZion pounds, slightly less than in 2987188, Although the 
hurricaae dashed hopes for any pxmluction gads8 %n X988/89 and 
P98SP90, the  1996/9Z czap year is expected to b the highest in 
forty years, with the Blue Munkatn crop Xeading the way. TB 
the non-Dlue Wountain areas, onLy the recant intrusion of 
larger, more ptwluctive fa-P bas kept output stable, 
Production f r o m  cooperatives, which contxsP over 75 percent of 
naa-8Xue Houzrtain acreage, is an tae r2eclise. 



3.3 Y i e l d s  

Coffee yields in Jamaica have traditionally been 30v in 
comparison with other producers in Central and Saut? America. 
Table  5 shows average y i e l d s  in Zamaica £ram 1983/81 through 
1889/90. (It S ~ O U I B  be renembsreb thee these are ns-iarral 
averages, and include the least psadsctiue small mrr3;icrop farms 
as well as large full-stand estates using nodern technology.) 
D q ~ m d i a g  on the  pear, the average yie ld  varied Exam a high of 
2"_bcr pear acre in P98=3/54 to a l o w  of 17 bares get scte in 
drutag~t-nf%eitted 1984~~85.  CX box is six ty  pounds of chrrrry 
cof ;dl .- and proeuees alsoaand ten pounds of dry csf fee h e n s ,  ) 
Over ,&is sevea yea= pericd, Jaaalcaos average yiela was 2 X  
boxes per acre, As can be seen in Table 6 ,  Costa Rica's average 
yie ld in same period was 142 boxes per acre, over s5r times 
higher- C a l o e i a  averaged 67 boxes per acre, Guatemala 59 bores 
per acre and Kenya 68 boxes per acre (see Tables 7-91, A l l  
three cauntries"pields, although not as impressive a3 Costs 
Rica's, are over twice J B Z E ~ B ~ C Z ' S ~  

Hulticr~gpirrq is one reason for the law yie lds .  Many small 
farmers mix coffee with other cash craps to e w n  agt thefr cash  
f l o w  during the year. Where sevesal craps are mired, the Ea-t 
is also  less likely t o  tend the trees properly, i .e .  pruning an@ 
fertilizing, cutting back when necessary, spraying for disease, 
c The CLB chairman noted that the one b@nefit Brought by 
hurricane Gifbert war islandwide pruning of coffee trees, which 
w i l l  be reflectea in 1990/9h gra&uctlon, 

The wi6espiead use oof the ArabIca Pypica variety is anathe; 
reason- The Arabica Typlca--the origioraX coffee plant b~ought 
to Jamaica in the sirteenth century--produces a large b a a  with 
a mild flavors has good Longevity Cscm plants live to 100 years 
or more), bat has lower yields and f s  aare susceptible t o  plant 
disease than some sthex varieties, :. d-?",jor producing 
countries nav use higher yielding var;e-L;-s with amsXlebr h a n s a  
such as: tfPe Wurhon, Hun60 Bovo* Cutuzr=. "ttirarar, anb Catuai, 
-muse the farget bean of the mica p : ~ ,  fa s ha3lamrk of 
3anaican Blue Mountain coffee an4 is hzghly >r%z& by tbe 
3arpanesas cansmet ,  Blue Mo~n$ra%n estate8 wiZ1 probably e;oatinue 
to use this uarieky for  feat t h a t  any change would destr~y the 
wBPue muntaln mystique* saM eglioltre prices ta amp. 3xs t b  
Xowlead3a, bowever, Jamaica my wish ts @ ~ p e r i r , ~ - . ~ t  with other 
varieties, not only EQ? higher yields but b e a u s %  they are 
resistant to coffee rusk, a plant disease that afflicts estates 
on the Horth Coast. 



A thrsrd reason for traditionally law yields i s  Jamaica's 
rscomendea p lan t  density. X R  a full-stand coffee estate (i.e. 
where coffee is the ~ a i n  crop) ,  Jamaicans gl:..C, an average of 
900 seedlings per scree Rany coffee producing cauntries today 
use intensive planting of from 2,000  to 4,000 seedlings per 
acre, dhicb t e s u l k s  in much higher per acre yields, Sane 
Jamaican farmers sre now planting up to 2 , 0 0 0  seedlings per acre 
in E l u e  Mountain areas  with gentler slopas. Per acre ykelds are 
reportedly much higher than average with no fiegative effects. 

FiaaXly, coffee grown in the Blue Huuntains will always have 
lower yields than estates in the lower, Warner cXimates, because 
the cufSee bean ripens mare slowly @n the cool, mist-covered 
mountain peaks, Wowever, slow ripening reportedly helps create 
the Xfavor which comaads such high prices. 

Expected y i e lds  in well tended bull-staad coELee estatcs are, of 
course, much higher than the national average. Table 10 
presents Jamaica ~gricultural lleualcrpment Fc~undatiszn (JADF) 
estimates o f  production casts, rever,ues aad per acre y i e l d s  for 
3lue M~untafn, high m~untain and fowland cofffce* They show 
average per acre yfelas of 90 t o  100 boxes for B l ~ e  Mountain 
cofEee and 150 boxes for non-Blue Muuntaia coffee in full 
production years (year sir through ten], Kore productive Blue 
Mountain farmers can  realize yielas of 150 or more boxes per 
acre, according t o  one growex* The CXB estimates that new an& 
resuscitated coffee land caa produce average y i e l d s  of SQ t~ 7U  
boxes per acre in the Blue Hauntairs and from 60 to 150 boxes 
->er acre in other areas. 

3.4 Expected returns tu farmers 

According ::o financial analysts who have dealt with coffee 
projects in Jamaica, financial rates of return bar Blue Mountalxe 
coffee can wry from a low of 15 percent t o  a high of aver 30 
percent, depending an yfePt3s and required capita2 Investmnt, 
The average is probably in tbe range of  22-24 percent. With 
th98 raturn, Blue Wmmta%ra a f f e  i s  c 3 a a ~ r 4 ~  w m m q  the w8t 
lucrst5re 03 Jamafcan agricultural investments, Given kbe 
enomus export prices per gaud af Saxmican c s f f ~ r  however, 
the rake of return is surprisingly low. The other side of the 
coin is that Jamaica has very- high production costs. AXthozgh 
paat al t h i s  is a resul t  of the mre difficult gaoosing am3 
reaping con8itions 5n the Blue Mrunkains, it i s  axso burns of 
l o w  wolumes an6 high fixed costs, particularly in the processing 
ezd ad the h s i n e s s +  The CIB prfce to farmers, for example, 
averages only around 50 percent OX the minimum export price, 



Jamaica~ bankers a r e  less fam2liar with rates of return to 
n~n-Blue Hountain coffee, since commercial investment in the 
coffee Industry in the last s i x  to eight p a r s  has been 
concentrated in the B l u e  Mountsin areas ,  However, rtftase 
investors  fa nan-Blue Hauntatn areas  who treat coffee as a 
Stnsiness arid concentrate en yiexds,  quality and efficiency say 
they caa aealiee the same rates of return as Blue Mountain 
producers. As noted s&swa,. the lower areas can produce 
csnslderably mre per acre than the steep slopes of the Blue 
Mountaias, a ~ d  s 9006 quality High Mountain Supreme can command 
negotiated ~sicss a t  or above the rnhimm CXB price for Blue 
Ho~ntain coffee, 

One drawback to mi-estmsat in cafzee is the large  initial 
expenditure for Xand, lam3 predaration and maintenance in the 
f i r s t  y3arr- Returns begin onJy in the third year and ate not 
maximized until yeac six. T h u s  an investment in coffee should 
be viewed over the long term, i.e. @on years or over, Table 10 
shows ten year cash flow estinares, including psaduction costs 
and revenues but not c a p i t a l  investment, for Blue XexntaEn, High 
Mountain and Lowland coffee, Capital casts ere primarily fan 
laad. Mowever, this is not an insignificant expenditure for 
3amScan Xarners, Laaa prices in the Blue Mouatains Rave 
escalated sharply % A  recent gears, and a t e  naw estimated a t  
3$PO,000 {US$1,428) or tnoxe per acre. 

Because espital and praductian casts are  heavily skewed towards 
the early years ob a project, ms& fanners Sind it necessary 50 
barsaw a t  least a partion of *heir inPtial costs, Xntetest 
rates on the borrowed ei3pita.Z Can e ~ s i l y  make the difference 
between a pzsfitable an6 an unprofitable investment, CammexcisT 
bank rates in SamaTca are usuafly v s r i s b l e r  and move in 
accorbanee with fiaaaamcial mafkets. U~far~snnataly, in the past 
six months, Jamaica*~ tight monetary policy has driven 
c~mnegciaP interest rates above 30 percent, exceeding the rate 
of retura for the most profitable coffee venturers, Xn Jamaica's 
curgent macro-economic environment, even coffee--a relatively 
3aeraeStwa aqrfalkursf f~sverec~~t - - -~~eWs -Pow aut~llcgt interest 
rates to make the investment attractive. 

Tea years ago, the CIB and CIOGO actrsXle6 virtually a l l  phases 
ab the coffee iaeustzy. Coacurzentl~ with the changes in the 
ifidustry deserfhed above, they have permitted a degree of 
dermplat%sn in exports, m&tkst&ag, and extension services. *e 
CXB'S most important role--that af quality control--has not 
changeaj, and is widely considered critical to the health of the 
ia&prstalp- Because t h e  C38 has M i l k  an Pnternatfonal reputation 
for dependable quality caatrol, Jamaica i s  the only coffee 



producer ln the world that  ships without samples and sets its 
o m  price. f f  quality standards were to deteriorate and 
irnporters"confidence to erode, Jamaica would lose this unique 
position. 

4.; CIB and C I W  Board of Directors 

The Jamaican Government recently agreed t o  merge the CIDCO Board 
of Disectors into the CfB Baard to simplify diecision making bur 
the industry, Zn 1986 the CIB Board was expanded from seven t o  
nine members. The Minister: O E  AgriclrPture appoints the Chairman 
and three other representatives. The Jamaica A~riculturah 
Society nominates a s f a t e  drom wh5ch the Minister apwints  
rhaee. The Jamaica CefBee Cauncil, a private sector 
osganlzatiun of gzowers, processors, roasters, and exporters, 
appoints t w o  re~resentatives. In addition, the General Managers 
of the C3B and. C I X O ,  a representative of the Ministry of 
Agriculture, and t h e  Financial Controller of the  CfB are 

a. ., members, 

~ h g  members ~f the current CTB Board are as follows: 

Xeb3re Hurra, 6.8. 
Ronald Thwaites 
3ackie Hinokt 
Sen. C. Fletcher 
N, Walker 
A. Stewart 
D. Menziss 
Douglas Graham 
C ,  Nelson 
E x  Ofdicic members: 
ms;. n. sohn 
3, PickessgilX 
G. BkFhersort 
R, Mwarbs 

Chai rmaa 
Jamaica Caffee Council representative 
Jamaica Coffee Council representative 
President, GAS Coffee Growers Federation 
JWS Cof f ec Growers Federation 
3AS Coffee Growers Federatfon 
Board Member 
Board Paember (New C a s t l e  &-operative) 
Baard M d r :  

Ministry of Agr%culture representat5re 
General Manager, CIB 
General Manager, C Z X O  
Financia3 Contro3ler, CIB 

febls ?ham is experienced coffee gf?met altd prc~cesaax, BCe fs 
a member of 3irbIu.m and oms Mavfs Bank, at Blue Mountain coffee 
processing pxant. Pn s fsrrcser PEW government he servedl as 
Minister of Agriculture and Hinfster of Rational Security, 
$tonal8 Tkmaftss o m  coffee estates and is a member of SaBlum. 
He is also a 2awyer and hosts a popular radio t a l k  show, aackia 
Minatt owns Jamaica Standard Products Company H;imited, a 
packaging and roasting cmjpany which recently bought 
~qri-Hrrtducts Yamaics frtd.x a 400 acre coffee estate* Senator 
Courtney FPetchsr is the President of the Jamaica AgrfcuTP;ural 
Society an8 $he CofEee Growers' Coapsrskive F&er&tioa tk6, 
Douglas Grabam i s  the Chairman o f  tbe Hew Castle Blue Moumta%n 



Coffee Growers Cooperative Society LtO,, one of the m r e  dynamic 
cooperatives which is also an Approves GrawerJEsp~rter. 

4 . 2  3 f X O  coffee e s t a t e s  

C Z X O  is still the s i n g l e  largest coffee producer in Jamaica, 
The 1989 fainistry af Agriculture survey noted above (set@ Section 
3.1) shows t h a t  CIDCO has  twenty-five farms comprising a total 
of 2,004 acres- Of these ,  nine are over 190 acres, five are 
between 59 aad 100 acres, three are between 20 and 50 acres* 
four are between 30 and 20 acres, and dour are less than tea 
acres, CPDCO estab2ishedI a 400 acre mthet farm %n the Blue 
Faounttsina. ;;ndsr the G P a ~ e r l t y  Cottage/SlbritPey Castle C o f f e e  
D%uelupment Program financed by Japan. Another apprsxiaately 
1,300 acxes of CXDCO's Blue Hauntaim coffee estates was bfaaned 
by t h e  C o m a w e a l t h  flevs~lupmtila: C~xparati~n, 

4 .3  C I K U  seedling nurseries 

C X X O  has five nurseries which produce arounB T . 5  mixlion 
seedXings annually, The trees are sola a t  9$1,6Cl per bag [two 
seedlings), and cost approximately 5S2.06 to produce. The east 
0% subsidizing ssedlings is thus not insignificante CEOCQ 5s 
the  Pargest producer aad the largest inaivit3uaZ user of auraerg 
trees. Because C I X O  does not pxaduce enough sw?d2ing8 t o  met 
nstioaaX 8 m n a ,  it sells primarily to amarlP Earnmrs, hrget  
growers complain that they a t e  often farced to buy from Qna oE 
%our indepem3eak nurseries at alPmost BowbXe CP71X:C)'s prfce, 
mother freqyent complaint i s  that  C f W  does not (r9elivst 
se&llings an tf~me, even when they axe ~xdexed s i x  months fa 
advance t o  assure that they are svaifable when the ground Bas 
been prepare@, Given the plannee expansion of coffee acreage 
over %ha next seven years (see Tabla &P)* s suEfiiciaeC on& 
timely sugpzy o f  seed2ings will Be crStica1, 

4.4 Pricing Jaa~ico*s coffee far export 

Mtar ~ ~ t j l t i n g  wieh qr~r8's%prearentrr~i~@rr errah F i r r  tb 
sets minimum export prices for: all expoxtable grades a t  i t s  Ji9Xp 
?amusP meeting. "She prices are v a l i d  ftoan Augurk Z thfwpR Jsmgy 
31, AXthough Japan purchases the bulk of Jamaican coffee, 
coffee p r i c e s  are set Sn US bal%ars because the US &oHlrr i s  the 
usual m+sency- of txtade far Jamaica* X n  t h e  paact, prime were 
establish& in pounas stezling fur t h e  same reason. F z i t x s  for 
*he 1989890 year are  as fallows: 

No. 1 Blue Mountain coffee: US$XSO per pound 
gptkces gar lo. 2 ,  Hu. 3 and Feabdy lare within ?U8$.SO) 
~ 8 g h  muntaairs Sugrem: USSS-20 per pound 
Pzixae Washed (lSowaalant3) : U5$3,30 per pouacl 



hs woted above, 2aaaica"s expsrt prices 50s coffee are the  
highest i n  ?;the world. Even the pfiee f a r  P r i z e  washed, the 
lawest grade of Jamaican coffee, is almsst four tiaes the 
current pzice Eoz CcLoxkEsian cogfee, which is aPso a mild 
Wrabica. Jamaican prices 3 x e  particslarfg high cornpaxed w i t &  
world market p z i ~ e ~  fax s t k e r  types of coffee a t  the  moment 
because t h e  Hnlernartional Co"Zee Organization was not able t o  
agme aa esparr goatas* He~ertheless, Jamaican prices have 
c~ns f s tenr lg t  exceed& world prices for Arlabica coffee by at 
Peast PQO percent [sea Table 4) ,  Japanese fmporLets believe 
that  the ptice of Jaa icaa  coffee wilX continue? to r5se because 
sugpX%ca are gestricted and &enand is ptowfng. 

4 3  P g i r i n g  Yanaica's coffee ts t h e  farmer 

The CfB sets itxs pzicc t c s  %he farmer fur coffee delivered t o  CES 
processing plants* A. sample o f  tbe eelgee is put i n  water to 
Best fog qualiihy, and t a e  CPB deducts a percentage for the 
amount af coffee t 4ae  EXoaer, Payment i s  2n t w o  pax*$, The 

nt. i s  P B% the beginning o f  the  harvest season, and 
Eaxmec mut tvo :seek5 fsllowiag delivery, (The 

s through May an& for nan-Blue Houratssin cofbee ftua $use 
4%reugh B0~~mber.3 The second p a p e n t  53 delermineB af ter  the 
crop i s  bsaaveste8 arzd soldz Ia crap year 198Bd39, &he CIS price 
ta  Blue Momtaka grwiers, net  of cese;e;, was 5$208 {WS$38 at= the 
prevailing exchange rate) p@+ Wx, and 5$80 ~WS$35j pars &r of 
nan-Blue Mountsin coffee (see Table 13- The p r k e  So BXua 
Pa"Quzltaira growers was arausd SO pencent of the expart price, 
while the price Co non-Blue +%uakais Esrm~rras  was conrriderab%g. 
less, Casts of prwesslag, crop insursnce, extaasfot srsvices, 
C38 administration s n B  esoperatiwc expenses are beduct@ from 
the =poxt pzo~eeds W ~ Q S &  the g r o ~ s r  r s e i v s s  hf s ginsl p~tymtmk. 

Much o f  the coffee which now reachas the GI8 comas frama 
cooperatxwss and tends t o  be of very m i z d  a a B i t r r  2ncluding 
wa-ezpostable graces* Private exgartexs, on the other B W ,  
vhZk pay Bfgbr prQcttxi but .aaahfom%y goo4 Q F I E O I ~  eMOlFae 
whBcb can exported- The gruw5ng aoBe crf Appsafpe4 
Gr~ars~r~ssor8IEx~~%e1:st. 5s inkrodacing a p~em8~sar on qurlfe  
coffee i ~ t o  the market, furthea differentiating tbe  cummrciel 
grmmrs $ram $:%e ~ B Q ~ Z  co~perative fazxmra. P~%va$a exporters 
aqokfake  prices w%th grtalcjezs who sex9 them coffee, Acc~rb$ng 
t~ CXB reguPs%ions, pzices musk be a t  l e a s t  PO psxcent mre than 
the C:B price, They are usual9y higher* 



5.1 Deregulation of exports: The "Appxavsd Grower" prograrxl 

The first move towards Oerecjukatib~ came in 1983 ,  when the 
Jamaican Co~erPment decided to allow a grower or graug of 
grawexs with a minimum annual praducti~n level of 10,000 bcrxes 
t o  export tb8ir o m  production, The CXB issue8 reguTaEions far 
'Approved Growers" and 'Approved Prucsssoss" Sc February 1983, 

To berotae aa 'Approved G Z O ' I W ~ ~ ~ " ,  a eaf fee producer musk sulxaft an 
application to %Re CXB, Representaaiwes of C3B an6 CIDCO 
inspect the rgwuwert's fiel&s to certify t h a t  he has a mfniaeum 
groductfon 10,80Q boxes 04  eherrp co8Eee- CSince BAtrzrfcsne 
Gilbert wreaked havoc with the coffee estates, this requitemeet 
has been softened to irkelude b k h  thase who have traditionaZly 
pruBuced 10,008 boxes ox who have the potential ta produce 
B8,OQO boxes, even iif they are not currently producing at that  
level,) The C9B must also cettSfy the gxoreterRs ability %o 
produce coffee of exportable quality, Wn 'AgpxoveB G r ~ w e f *  who 
wishes ko purchase and expost cherry cafEsc fram other gzawexa 
must request pcrmiss2on Lrow the CXB, statfng the exact azlssr and 
f a m  81~t853t which he will be buying* an4 bow the coffee w i i l  be 
processed, The 'Approved Grower" musk pay a aignificsntlp 
higher price than the CXB for h i s  coffee g~rchassr  froa athat 
farmers CdeLin8:d as a t  least 2Q percent abve  the  CIB prico). 
Since Jamaican coffee has a seller's market, and the Cfb onlg 
pays farmers about half  the minimum export price Eor thefr 
coffee, private exporters are quits wliling-to pay higher prices 
t o  attract the  best quality coffee. 

To become an eAgpxaved Process~r", an "Approved Grm%rm must 
submit a plan o f  propused precessing fncSlit%ss to the CIB for 
approval .. 
~IkbougB %be 'Approve4 Growerx markets h i s  coffee abroad, the 
CIB still plays an impertant tole in the ackual export ptocarar, 
mexy axport ahfpmmt amst  Bra eert&f id  Ilp t W  CXB*O 
csntruX inspectors as being of exportable qualftg. The @XB must 
axso approve the cuuntzy t o  which the coffee 8 1  soft!, thrg 
quantity, and the price, 'Appravede Growers" and "Approved 
Bnocassors" must assure that their prices to the doam~tic and 
export aitrketas; are nst 'harra than tbe gricsa set tke CTS. Fur 
unxaasted green cofEee, the CIB is technically %he soZe 
exporter, As such Ht asranges shipment andl cohlscts payment Tar 
these caffee: exports, Exgmarkers complain that khey  must w a i l  
several weeks Eor payment from the CIB,  which becomes expensive 
when latereat  rates on overdrafts are over 35 percent, 



A2proved private  exporters are s u b j e c t  to Bank o f  Jamaica 
exchange sontrol regwaati~ns which require t h a t  a11 foreign 
exchange proceeds fro% exports mtst be remftted to Jamaica 
through t h e  central bank, Exporters sf zasasted coffee map be 
eligible &a participate in t h e  new Expartef Retained Account 
pragram, which will give them aceess to a partion of t h e  foreign 
exchange they earn, Unze@sted coffee is considert;C a 
traditioaal e x p x t  product an& is therefare excluded. 

Them are now six "Approwed Gfowers", one processor, %ad two 
soasters who axe a ~ t h ~ f i ~ e d  J a m i ~ a n  coffee erpotters, They are 
the EolIour5ng: 

Blue Hozaintsfn Coffee Cro-ess C~opexatioe: Society Lgmited 
Cg;ntowers> 
Coffee Xnbvsarias L i n l t e  Crosstez) 
Farm {CsasoXidatr;d) Limited (grower) 
Jamaica Standazd Products Carrpa~;y Limited fgrower and roastei) 
Mvis Bank Central factory Eimatad {prracessor) 
New Castle BPua Hauntain Coffee Grawezs Coopctativs Soeieky 
56mi t& Cgrsuexs3 
Portland Blue Hounkain Coffee Growers C~ugarstive Society 
E i a E t e d  Cgrwars) 
Salad& FoMs Jamaica Limited Crasstar) 

~ & e  CIE! estimates that ccf&ee exports csatrallla3 by t h  
"Approved Grawers/Procersars~porttx"s* are now a2maat 
aquivablent to coffee: exports by thre CZB* 'Fhe griwsts csblwpan&es 
have been S ~ X C C ~ S S ~ U ~  in Biversify5ng 5amrraPca'rr coffee Q X ~ X B D ~ S  t o  
new marketsr such as Switrerland, AuskraZia ertrZ Etclar%ft lHootisv%r, 
the  three most i rnrtant  markets remfn 3agaac the Unite4 
Stakes, and the U n i t e  Kingdom, In XS%P, aruuns SO percent of  
Jamaicn*s coQBw w e n t  to Sapan* Zl pex~enk t~ the US, and 7 
percent t o  the OK- Orsly 2 perceak was 86fd ia ether markets 
[see ^kebPe 1). Haay af &ha Xargen: growera who 60 not yek have 
$Q,QUb bores ab p x d u e t i o n  plan to rewest 'Approved C t m e r *  
status as swn as they reach this levaP, Pt i s  quite XibXp 
&ha% 9~1waa;e UXpUr-%=UZ8* a@m a z t e n t 3 ~  mil~tllp 3s B$lw 
H~uatsin coffee, will coasti~ue to ixaclrease their share of totaJ 
m r k s  i s  the %utas+s. 3% GPB's share c~uZ& eatfLBy Bmlfm 
since it receives much of  its coffee from the lass dynmic 
Lowland cwpetativerr, whets  prolauctioa increases are legq%aq, 

A t  present* tba CIB ems mast of J a a i c a @ s  prcscasainq f a e i l i t i a s  
outside the B l u e  R ~ u n t a i n  region Csss a b v e j -  The Japanese a i d  
agency QECF has provided a long term concglesiorxaH loan t o  CXB to  
finance another Pmband binzisr;hingR&ry4~g Escr iT i ty  in ClarelllHSon, 



which will have a capacity sf 16 million pounds annually, Hhen 
this plant is completed, Jamaica will be using only an estiftlated 
15  to 20 percent oE i t s  aforessi~g cdpacity a t  current 
pxsduction lewels, This l a r g e  unut~lized capacity i s  agparentXy 
an important element in t h e  industsyWs high fix& costs. Since 
"Approved Gr~wers" may s fso  baec~rne "Approved B~acessotS"~ it is 
likely that the C f 8  will increas ingly  be leasing processing t h e  
a t  existing faciiltfes to feresrall the inst%XPstfon ad 
additional unbetuti2ized capacity* 

3 * 3  WxeguXatios o f  erteasion services 

Xsny Psrgex growers used to complain tha t ,  although they wexe 
r6quizw3 to pay a cess on their coffee sales ta support CTDCO"s 
extension services, the services were %aabeqmte an8 waXQ ba 
a~sffzrbla woza effectively faom the pzivate sector, The CfB bas 
now taken the fPzsZ steps t o  Beal 6 t h  this psoblem. From Gulp 
3 9 9 0 ,  BTue Mustain grovcrs will emtract i o r  erte~sion 
services. intluding disease control masares far Xesf rust aa& 
t h e  berry borer, on a "pay ss yau gem basis. The ffarmers or 
cocpcsatives w i l l  & respenslb9e for  acranginq their m 
ex&easien s~rvices, either dcom C I X O  or the private seetar. 
The aoa-BXue pllrsrxntasa Eabmers r i b k  c=~atia@s t o  pay the eesa for 
CXDCO's extension servgces beesuse thaSr co-operatfvas are net 
in a pusition to take  ovex this respansfbility, b f  t h e  
coopecatfvss ?;rt4 s t r e n g t h  ie the future. CXTXX) m y  also 
QeraguZate the nun-Blue M@untain sxteasisn sarvlces, 

5 - 4  Poteatis1 areas far  fu ture  deregu%ation 

dba robvdous area for &ivestzaenf i s  the CT- uwnw cofgm 
estates. T f  coffee glcawers ox enterprises are willing ts 
purchase these es%a*ers; there i s  no reason CPWO ahos~3d contiaue 
to hoPd them. h o t h e ~  i s  the CXB ow%sM pracessiag pzsnts, me 
CIS couXd eidcltlea rsejkz ox contssiek the maaagtmtesl: of the 
gr~cessinpl plants to private h & m s .  C)n the atbat sf&*# the 
C X B * ~  %ole in cegtifying quality aad grad@ of  expost& cofgse is; 
cr&tfca2 ku ~ ~ ~ * z I P c I ~ $  %ths Mgh pr3t for: 3aspa;Zcm 
should be presemd 8% sP% costs- 

6,% Rule and cuztenX atatus 

The R r o f  c o o ~ ~ r a t i v e  i s  has k e n  a s t f ~ t d  a t  anywhere 
& t m a  30,000 am3 50,890, althaugh k t  f a  m a t  51bPy fa t R a  
Hower end af this range* B f u ~  Hountain cooperatives pgovide 
eztensioa, c=aX%e-tion, prcoccess5ng and expost sarv%cas to thefr 
mmhera* Ron-Blue Waunksfs caaperat4.~srss provide mainly 



collectio~ services* The 3aaaica A g r i ~ ~ E t ~ r a l  Soeielr Bsszgas a 
Eiefd of8icer to each c~cparative, This officer acts as  an 
organizer for ecllecti~zn services, *ra",nZr.s Fsagrrms from C I K O ,  
disease control prograas, etct In the pas?, SAS also prooi6eb 
accowwting services but this bas be-n dirtantinwed* Since 
coogeratiues' saly sources of income ass me~hers' share capital 
(;rrgpresisnatelg J32 pet member) an? a cess s f  iirouncl 383.00 per 
box O £  C o f f e e  ~0lle~Le9, which is pa53 by ths CIrS st the end of 
the growing season, the caoperatl~ec generalty czmot a f f o ~ d  to 
hire eveh a seeretaty- The J&5 f i e l d  oZficer unde~takes some ~f 
the  tasks that a eaaperative empl9y3e weufd 8the9)~%s@ dot 
of the eo~peflt5~es awn Ian6 *his=& was plrrcbaseb ic tka, past 
wit& share capital* All purchase inputs such as f~r&flixer ant2 
we&icides lfoa theif gs, ~ s i ~ 3 . j  C f K O  cnedf t .  

Because of the large nu rs of small coffee fanners* the 
csl3ectiea EuncrSon of coopervtives i s  still very important 
for mobilizing production. There era ovcr 500 ~~IIettion paints 
to which the bzlrmers bring their eolffee once s week durziimg the 
harvesting seasom. The colXectarf Cusually women) weigh the 
chegcy esffee and give t h e  fasrsr a receipt- Tkc CTB truck 
csms a t  the  end o f  the day t o  ~ i c k  a p  t h e  coffke an& transport 
it EO p r ~ e s s i n p  plants .  The CIB t l c a t r  the co2:es a t  the plwrt 
and g ives  t h e  cooperative a check gar t h s  i ~ l t i a l  p a m n t  minus 
the f l o a t  percentape. The coo t i y e  cashes  ghe ch(e~=k an& 
gives the fa-r his iaitdal F nO: $n cash appro&mt*ly ; t ~ e  
weeks  a f t e z  be has Belivered h i 7  caffea. The CTB gives the 
c~operbtive the  second 3apent  CeaXXe3 the aEx>nus*] minus khs 
eess and other &&~ctions at *he end of  tka $aaw:ng seasun, W- 

i t  kngws hew much it w i Z X  receive f r o m  that  season*s cog*= 
ss les . 

The axa~rakivea: in the Blue ?@unkafaa are by f a +  the  mask 
dynamic, A l l  thrae--Blue I&u.tain Coffee Grouats Coopscotivc, 
society, S w  Castle Blue Xountain Coffee Orawers Cooperative 
Bocieb. .ad Portlrsd Lllrre mxmtain Olif.s Grmmrs C~~petakfou 
-5ety--are Approvet3 Gr#**e.rs/Efp~ters. ?rtJ~--P~~tItappb/SfI~@s 
H i l l  and Blaa W w n t s i ~ ~  Ball--hare w e t  praxssing planks. 
The Blue BWpmtain cooperatives want in to  processing in hbe 
199Ua9, when the ca~pera%i~@ a08 nt argsait@, Mause  
tbaf wbm wealthier (Blue Muntain eof ft.e has always commanded 
bighe;a: price) sndX were able ta  b y  zxiatirrg pranks. kn 
c~ntrast, thego were no pt.ctccssiag plants  in t h e  non-Bhe 
muntbin arras prior t a  the CIB plants buil t  in the ssrijr 
19fd*sl Both t h e  Blue M~ustai? Coffee Gccwers Csoperatlve add. 
the Partland Blue Mountain Coffee Growers Asso~i3fi~n t ~ f f m  
@~t8*62r 



The Mew C a s t l e  Blue Hountain Cooperative {MCBMC) is unique in 
its organirktion and financial viability, and deserves special 
mestion. Although 80 gercezt of its 290-add members are s m a l l  
farmers, 80 pezcent of its coffee is produced by cammetcia1 
farmers* Xts mem3ersAip includes farmers with both medium (10 
t o  SQ acres)  and l a g g e  Cover 50 acres) farms- T M s e  are the 
more prad~ckive growers who have pulled out of other 
cu~pexstives. la adeition, the chairman of the Hew Castle 
caapesakive, a Kingston 9~s inessman,  runs $he cooperative f rorn 
his business p~eaises- Xe 8ona:es part of his own time?, an6 
pfuvides secretarial servkces~ a driver and a truck to do 
ccapetakioe work st 80 cost ha the mmhership, 

ICBM: is an Approved Exposter, ft requires members to sell 
t8elr coffee te the cooperative. The cooperative in turn 
eoatsacts with the CIS 're Process8 package and ship its coffee. 
RCWIC negotiates sales contracts and prices, ane returns a 
higher pruEft kt3 the gruuez. HCBHC, like other Appraved 
Expartars* has a Iung term traging relationship with a Japanese 
irng~xter, Kswa Trading Company, Kawa has paovi&ed law interest 
%sag term loans t o  the cooperative, fixst to Bui ld  decent roads 
in newPg de~ekopod B P u ~  M~un:ain areas, and then t o  rehabilitate 
coffee acreage attex the  burxicane. Kawa was the first t o  
negotiate repayment in ETu? Hountain coffee beans, a practice 
which most aehsr Japanese companies ate now following, 

Ufilike most otner cooperatives, MCBMC has a strong financial 
~ s i t i s ~ .  Waving irtves+,& past surpluses w i s e l y ,  the 
caeperative nu* h&s 2sufficiaxzZ: investment incame to finance its 
own full time extension officer who provides services without 
chs+ge to cooperative me&ers. As the cooperative o m s  no 
warehouse or 0fPice bwiXainu, i t  i s  not able t o  provide bulk 
poxchasing serricss fox mmabers a t  present, 

Zla genersl , the aan-Blue Muuntain e ~ ~ p e r a t i ~ a t s  axe not 
E a l b . ~ ~ B . l X r  +S4km@ rati9Sres ama 60 lfttls CUCCea"s: corllact d m t ~  
coffee, as des@sih? above. They have no premises, no s taf f ,  
renlr a s-13 ~ ~ S B E  %or %15~0~88,  a& pfaride vfrtuaZPp rncr 
sezvices. The oxg?niration of CIDCB extenscan services i s  
3rramgsCB by the i?&E fkeXQ officer assfgnced t o  sacat cocrperatiwe, 
One pzoblcn with no~--Blue M3~11tai31 cooperatives is that their 
mdm~shtps:  aa6 b a r d s  have net change6 for may years. These 
people  vie^ t h e  coffee industry as i t  was in the past, a 
csrtgj90mer;abtls 05 Bborasands 02 -11 Qarmrs, -st 05 whu@mada 
Tittle mre t h a ~  8 subsistence Zivlng, They see the 
cooprakives ss ar union which obtains subsidies from the 6x8, 
nee as cmmescfsPfg ot%eat& 'business rsrganizakkorrs. 



As meed above, production fros cooperatives in the non-Blue 
Mou~tain regions has declined* Were it not fo r  increases fa 
output from large comercial farms in these areas, total coffee 
production would have dropped considerablyr But these farmers 
axe not staying in the cooperatives- As soon as tkey have 
sufficient production to sell t o  a private exporter, they leave 
the cooperatives, thereby depriving them of mre dynamic 
membership, This i s  af great  concern ta the CXB and sthers fn 
the industry. To t a k e  advantage of the favorable export prices 
and demand. Jamaicz must increase its production of quality 
coffee, Mtresvet, a greater voime o f  coffee proauction rvouXill 
help t o  bring down unit costs in the  industry,  which are high by 
world standards* Since c~agerati~es cantto1 over 95 prct;rst of 
noa-Blue Hountain acreage, or half  the total coffee land in 
Jamaica, these organizations must either be rejuvenate& or 
xeplaced i f  Jamaica's pxoikctian and export goals are to & 
realize& 

6.4 CfB assistance t o  cooperatives 

fn the  past, the CXB has given grants to nun-viable cwperatives 
t o  assist then while they try t c t  resalve financial c3iffieultfes 
with increased psaductfon and incam- CIB also can&uct~ 
training pragsams for caoperatives* secretaries and coffee 
toX8ectersL CXWO often uses cooperatives* facilitfea for i t s  
extension servics txiaining programs, which give f s m r a :  a8trke 
on inputs to cofgee growing, care and paruning o f  coffee plants, 
ant3 Biaease and pest control. 

The CIB baa channeled some of iks developmeat assistaaee loans, 
such as the abC and 3apanese UECF program, through 
cooperatives. Ta encourage greater use o f  f u t i  atand coffee, 
the CIB requires a grows t o  have a miaiman af 450 trees, 
appzoximately haXf an acre, t o  access the Paahs. The farmer 
regays the Xaarrmts t o  the CPEI with beans del2rerW t o  the 
coap@rstives, UnfortunatePy, khe CXB has h very Bisappusinkd 
in c~opemtives' petrfokmanca in admiaistering the loom. IE the 
bi~pwit ioa  urd oso of these faods an, not cloeeXy vrmit6rd, 
they are more often than not misused. C9B strsangly advfsres AID 
agafnst laanimg an granting fun88 directly to cooperbtive& 

6 * 5 What fo3e should cooperatives play? 

If properly organized and managed, cooperatives couLd provide 
many services ka their members, who are mainly s m a l l  farmers 
with less khan five acres af coffee* Accardxng to RonsTd 
Thwaites of Sablum, Jamaica could learn from Costa Rica, which 
has a strong caoperaki~s system, 



In the f i r s t  place, there is general agreement that cooperetfves 
should be mxe ca rriafEy oriented, with t%e gaa8 of becomfng 
Approved GrcwetS on the MCBMC mode3- Ifistea& ~f faukinq bar 
gsverment subsidles, they snouPd b2 seeking ways in which t h e i r  
rneabers can improve output ant3 returns fox thei: cof f A t  the 
same time, they would impxove tkeir Xirs??cial positian. This 
implies, 6t  C O G T S ~ ,  tha t  the cooperatives should have 
pr~bessianal management- As many do not q - ~ e n  hawe f u l l  time 
e s p f ~ y e e s ,  the fe  5s obviously a Emg wag t o  go. TO help the 
caopsratives move in t h i s  dixectSon, the CX8 zecentlp decided 
that each Director a& maabet of senior CXB s ta f f  uiP1 be 
assigned to a coopezativc as an infama1 adoisar- These 
ogficials will attend cooperatiwes' meetings and advise thera on 
how to improve their services- without income, howeues, the 
zsopesatives w i l l  not be ab$e t o  set up even a rudimentary 
management scructute- 

 he following a t e  several suggestions on sewices taopeoatives 
cauld uscfuSBy provide their m rs, i f  they had the managtment 
capability: 

~ a i n t a i n  a service CeRter where f a r m t s  can purchase 
bestititex, hesbicibes,  pesticides and ~tairpr supplies, 
benefitting faom the cooperative's ability t o  make bulk 
purchases. 

Prwiae spraggrrg services f o r  t h e  coffee bexrrg b z e t  and 
Zase rust more ~~;onomicdTTy than CZOCO, on a contra~t basis. 

Train and %&vise farmers how t o  impr~ve paoductfoa through 
pruning, use of festiliser, mere intensive plaoting, etc. 

Traia and advise farmers how t o  improve quality through 
better production and harvesting techniques. 

Became an Approved Gr~wexJ"Erpacter,  which w0uZd pezm5t the 
caapesakive to cantract with the CEB dor processing services 

than tssxlkat Tes awa e~ab2~lca- Sort W qusll%ty ~ r k  5ga 
ca%lechioa stage,  paying higher prices for Better chaxry 
coffee* 

Assist farmers in learning better managesent Cecbhp~s, 
such as financial accaunking a?d budgeting. 

Improve the cooperstivcs' own financial and accounting 
cagabiP2tfss so that they can be effective administr8tors of 
the  cooperatives' i n ~ ~ % e  BS well as external loan tuciSities* 





Although TtCC handles un2y 1 5  percent of Jamait%'a zcffee 
expozts, it probably processes over 50 percent.  When B h e  
Mountain supplies were sufficient, UCf sold pure RPue Mountain 
coffee f o r  HS,OO@ (USS33). After the  hurricane, howsver, only 
3lue  Mountain blends, containing 2E percent Blue Mountain 
coffee, have been available. Last February, UCC signed a loan 
agzeemnl with the CZB for USS4.8 m i l l i o d  a t  5.4 percent 
interest over fourteen years wikh a two year grace period on 
xepaymedt t o  a s s i s t  in hurricane rehabilitation of coffee 
estates. C I X Q  wi:l receive US$3.2 million to rehabixitate 
1,400 acres of Blue Kountaia coffee cuftivation. The rest, 
admial,ttere% by C I m ,  u s 3 2  keXp restore 800 acres of coffee 
land he36 by small farmers in both Blue Mountain and non-Blue 
Mountain @reas. However, prinicpal and interest repayment will 
be in Blue Bbuntain coffee b a n s  at the annual CfB price, 
On-lending by CXDCO will be at rates in the neighborhaud of 12 
P/2 percent. 

Most o f  the other Japanese trading companies invalved in Jamaica 
have made similar loan facirities availabxe. A f t e r  the 
hurzicane, a consortium o f  Japanese companies reportedly granted 
a long term low interest laan 0 %  0S$24 million thraugh CIbCO te 
ass i s t  both govermeht and private caffee estates recover from 
hurricane @amage, Again, r e p s p e n t  was denominated in beans, 
Toyota recently provided a VSS2 mil l ion  loan through a private 
company t o  assist b t b  Bkue Hountain and non-Blue Mountain 
Earmaebs. A l l  Approved GrowersfExportezs have close connections 
w i t h  one cr another Japanese company, and receive assistance 
either in forward sales or Song tern Loans. 

~ w s  other Jamaican companies have gone into j o i n t  ventures with 
Japanese firms. DyaXX Znsurance Company has a 51/99 percent 
joint venture w i t h  the  Japanese cc fee whulassler Waturu and 
Company to develop 250 acres of B f l e  Mountain coffee. Because 
hurricane G i l b e r t  destrayed Z25 a zss in h988, only 80 acres is 
currently plarstedr a820Qber 100 acres shoulta Ije planted within a 
year, Jahlugl nas a joint venture with the Japanese company Pin 
Rfn in "Eokp, jebfch + X X t m s  %% to past&cfg;sata ia profits from 
raast2a~ an6 marketing. 

Jamaica's csffee industry has also benefitted from Japanese 
aEficXal BeveXopmeat assiataxrcs* The dfrst  OECI (Sapanase aid 
agency) iosa was UEi$SOO,QQQ kn the period 1959-61. In the 
3 8 8 0 " ~ ~  the Japanese Gooernmat has prwvibet3 loan funds for both 
a nun-Blue Hountain codfee finishing factory (hu92ing, drying, 
grading end packaging) 5u Clsrendaa an& bar development of 
around 3,066 acres of Blue Mountain caffee in the Claverty 
Cattage/Sbirlep Castle area (CC/SC). The CC/SC Poan agreement 
fez P5+9 billion fUS$24.7 million) was signed in 1984, Mowever, 



it has  moved very slowly, partly because of financial 
constraints on the Jamaican Government- Under this agreement, 
C I X O  was to establish a mother farm uf 400 acres  and the 
remaining acreage  would be privately developed w i t h  OECF Toan 
assistance* To date, only 700  acses has been plantee. The CTB 
expects the project to acce lera te  in coming years because the 
project  area has been expandeo, adequate funds are now 
available, and psrticigating farmers will receive land along 
nitb Xaaas. The program is due to be completed by 1995/96, with 
a total sf 2,808 acres (see T a b l e  3 8 ) -  

7 . 2  Commonwealth Development Corgorat5an 

 he f i r s t  CDC loan to the coffee sector was signed in 3981 ,  X t  
provided L3.6 million for  ten years a t  9 percent interest  with 
f i v e  years grace* The loan was i~tended to finance the 
Gevelopment of 3 ,000  acres of Blue Mountain coffee by 2986, half  
~wne? by CIDCO and hal f  by small farmers (2-15 acres),  Because 
disbursement was slow, and prices fax land and other inputs rose 
rapidly  in the mid-I98Uss, CDC approved a s u p p ~ e m n t a l  loan of 
~ 2 0 0 , 0 9 0  in 3986.  B ~ i h  loans have now been fully disbursed anb 
around 2 ,500  acres h a e  been established. C Z K O  has developed 
a l l  its farms, but some smalf farmers have withdrawn from the 
scheme because the amodnts available from the project--3$5,600 
per acre--are inadequate for Blue Mountain coffee a t  today's 
prices, The CXB projects t h a t  anly 2,700 acres  will finally be 
established under t h i s  pxoject, a shorkfal3 cf around 306 acres 
(see Table 11). 

CDC: signed another loan i n  June 5989 with Jabltm for Sl.5 
million on similar repayment term, The b a n  wil% be 
ea-financed by FMQ, the  RetherHands* foreign assistance agency, 
with rca equivalent amunt i n  Dutch guilders. Jabltm ~ $ 1 1  
develop 480 acres od Blue Mountain coffee itse26, sad on-lend 
the rest sf the funds to ten private campaniea: Eight Blue 
muntain growers for additional acreage; the Blue Hountaia 
gzocessing company Havis Bank, to expand its grocsssing 
faciBBk5es; am3 a new subsgLa8srf ob Gabim, BrfstoB, wh5& plan# 
t o  develop 150 acres of high ma3ntain cotsee an% set up a lamall 
processinq and roasting facility. Accordhg Ts a CDC 
representative, the fur& are almost fully d i s b u r s d *  The 
pr*afectea main probPem 2s the shortage Q.$ seedlings, which baa 
delayed planting in same a% the farms. A 1 1  Mnefic%aries of 
this loan must sell their coffee 'k0 Havio Bank, which processes 
the coffee and markets i t  through 3ablurn. Jablum has proposed 
that C X  consider a second loan to assist  kbe PosZZand Blue 
Mountain Cooperative, which r n a r ~ e t s  through Jablum, and 
adeitional Blue Mountsin coffee farmers. 



7.3 EC small farmer assistance program 

As part  of its assistance under Lome 11, the European 
Cornmities (EC) grant& Jamaica, through the CPB, a long term 
concessional loan of ECC3.3 million for  development of t h e  
coffee industry. The terms of the loan, signed in 3984, were 4 0  
years repayment, 30 yeaas grace, and .75 percent interest. The 
toan funds were t o  provide 10% interest cxedits ta smal i  coEfee 
farmers ( 2 - 7 , s  acres)*  33e EC also provided ECt1200,00Q i n  grant 
technical assistance and a number of trucks, pickups and 
rrratarcycles bur CfKC3, 

To date, approximately 130 farmers have xeceived loans, and 
around 408 acres 0% son-glue Mountain coffee have been developed 
(see Table 11). C 3 X 0 ,  @he aamiaistering agency, makes subloans 
to small farmers 601 e i g h t  years with four years grace a t  8 112 
percent interest .  Fardezs benefitting drum these loans are 
requited t o  sex: their c~EXee ta the CfB until the funds are 
repaid. 

r he project has unfortunately been a t  a standstill for over a 
year due to accounting problems (the CIS'S latest pubxishe4 
annual report is for the year ending July JX, 1985%. The CXB 
has asked the EC for grant technical assistance t o  straighten 
out the CIB's and CIDCO*s accounts, which have &en in dfsartay 
since the hurricaner When must o f  the 8988f89 ceffee crop was 
Bestroyed, these  t w o  agencies fuse thein main saarce of funr2ing, 
the cess on coffee purchases. To date, E4X8Z9rOQ0 sf the loan 
funds and E m  %07,7QO of %he grssf funds have been digburs636. 
The EC andl CIB hope that disbursements can resume shortly, after 
%he kachnical assistance mission B a s  completed its wefr'k. The 
CXB anticipates that another E,B30 acres  will Ih financed under 
t h i s  program by i992d93. 

8, D E V E W ~ W T  CP THE COFFEE XBDUSTRY IR THE BEXT PXVE PE"jAREi 

8.1 CBB dsvelapment program 

"fhs CIbes development prujectPonb; through P99719Ei for both blue 
#etmtaain a&d non-Blue murrtai~ cofgee are sat out %a Tab%e 18, 
Hn the Blue Hountains, the  CXB expects an ad8itionaP 4,570 acres 
eo be plant& thro~gb 1996/97, Bringgng tota l  Bhue  muntafn 
acreage t o  11,579. Of these, 300 acres w i l l  be financed un&ar 
the CIX program, 2,800 under the OECF CC/SC gtogzam, ant3 770 
acreP nder the fnternatkanal Fund fur Plgriculkural Development 
program, The privske sector is expect& to establish enothea 
I l , Q O Q  acres, Financing wi ' lb  come f rom various Sourcesr 
including Japanese trading company loans, the C W  loan to  
JabTua, and the Jamaican banking sector (AgricuBtursP Coedit 



Bank, JADF, Trafalgar Development Bank, and commercial banks.)  
In addit ion,  the IFAD pxrogram will finance resuscitation 
(cutking back existing t~ees to the stump) of 700 acres of 
existing farms each year, beginning in 1989/90. Around 500 
acres will go out of production between 199QJ91 and 1995/96 due 
ta neglect and mortality. 

Table  11 also shows projected production in the Blue Hountain 
areas from 1991/92 through 1997198.  By the year 2008, Blue 
Mountain farms are expected to produce 597 ,500  b x e s  (or  almost 
six million paunds), an increase of  agprroxim;atelp 12 petcent 
annually, This assumes average production of 50 boxes per acre 
fram efisting farms, 50 boxes pear acze from PFAa financed 
planting by the fourth yeat, and f U  bores per acre from CDC, 
QECF and privately financed estates by the f i f t h  year of 
planting, 

In n o 2 - ~ l u e  Mountain areas,  the CfB projects an increase oE only 
500 acres by 1995/96. The EC and fFAD programs wilX finance 
%,300 and 800 acres, respectively, of new planting by small, 
farmers- The CIB expects another 2 , 0 0 0  acres of full-stand 
coffee t o  be establ5shed an farms ranging fram 36 t o  100 acres, 
financed by private capital, j o i n t  ventures with foreign firms, 
and/or CIBXCTEQ negotiated funds. The TFm program will also 
finance resuscitation ab 700 acres of existing farms, However, 
neglect and m z t a l i t y  of non-resuscitated areas w i l l  rebuce 
aan-Blue Mountain coffee by around 5 percent annuallyr which 
amounts to  3,400 aczes between P930/98 and 1895/96, Thus by 
1995 /96 ,  the CP8 estimates there w i X l  be a to ta f  QE Z5,SOO acres 
in non-Blue Mountain coffee, compared with 15,000 acres tu8ay. 

Yields fram non-Blue Mounhaia areas are  expected to impgave 
consibexably, due ta  falzaut of the reask pra3uctive ateas and 
resuscitation af 4,000 existing acres* Ron-resuscikatw Ian6 is 
estimated t o  prw3uce Pass than 20 Wxes per acre. Average 
y i e lds  on resuscitraE& farms are pxojected ak 80 boxes p r  aclsa 
by the fourth year. les pIant2sg fa fax= undar Zen acres is 
expee&& te y%eLd f raa 69 tu 80 gbOxe8 pef acze by the fourth 
y e  Prcduction on farms over ten  %CB%S fs esttmatsad at 1C8Q 
boxes fn  the same lPm perfoclb* B y  the year 200Q1 the CZB 
projects non-Blue Mountain production a t  t53,OQO boxes, or 7 . 5  
mSllion pounds, T%tus total Jamaican cofdee pzodPuction f s  
expect& to reach 1 3 3  million rounds by the endt o f  the decaae, 
compare& with marimurn prduclfon caves the past  forty years of 
less than 5 miilion pounds, 



8 - 2  Private sector investment 

The principal private sector financial institutions which len& 
to agriculture are the Js~aica Agricultural Development 
Foundation. the Rational Camnercial Bank fHCB), Jamaica Citizens 
Bank <3CB), ivtvtptat Security Bank (RSB), the Sank of Mova Scrutia 
(wNS), and to a very 1SmiteG e ~ t . - ~ t ,  TrafaPgas Development Bank 
{TDB)= Bankers consider coffee, and especially Blue Mountain 
coffee, a p r i m  agricultural investment because it has a higher 
rate of kcturn than most agricultural projects*  Until recently, 
loans t o  the coffee sector made up 38 percent ob 5ADF*s 
pattfolia. RCB has 20 pegcent af its agricuPturaZ Paans ia 
coffee, whiXe 5CB has 10 percent. 

The main source sf funds far  agricu%tutaI lending is the 
~grfcu%Zural Development Bank (ACB), a government development 
bank which taps funbs from international lending agencfes such 
as the Inter-Wierican Development Bank {fDB), WorPd Bank (XBRD) 
and Caribbean Development Bank CCDS). The ACB hetr&ws front the 
IBRD, far  example, a t  a r ~ u n d  8 314  percent, and lends the funds 
to c s m e r c i a l  and development banks a t  12 percent. Until 
February L996, banks loaned t h i s  money t o  agricultural 
enterprises a t  a fixed rate of 15 percent, taking a l l  the 
commercial risk. The maximum term of the loans is JZ gears, A t  
the end of February, a t  the urging o f  the IDB and 38m, the Am 
i n f o ~ m d  banks that  ,313. l ~ a n s  wuufd bencefortb carry vq~r%ab26 
interest rates. Bankers w i d e l y  agree this portends substantial 
increases i n  the ACB Pending t a t s .  The actual Perel 5s tbot pet 
known, but a t  a mini- i t  8houPB rise t o  22-23 percent, which 
5s the average rate a£ return for Blue Mountain coffee 
ventures. A t  these rates, it will not be pr~fktable te fnvest 
in coffee. ACB Bending Bas ather drawbacks, tua, X t  requires a 
6Q/4O debtlequity ratio- Laad is aat coasiderd equiky Ear tUs 
purpser  nut will the  &CB diaance %and pu~chases~ 

Xn generalp c5aarnercisl banks wclruLd l&k% tu have arora cofEga 
ps~je - t s  ba their eqricu3tusaP portfolios. When $rossfblle, 
h w e v ~ r ,  mffm grmers ott%2iza loan Qec%likitra frssa @am 
bcetase the sates are csmsidsnab3g Power. The BC loan, fat  
example, earoiea a 9 XI2 percent knterest rate t o  tb@ f8-r. 
CZXQ 1 ends f uaBs f f om Japanssc; tradi wg campan5es a t  batween 9 
1/2 wrcenrt an6 2.2 212 percent. Qne larger barmr was eBPa ko 
negotQ&e hls o m  Zsaa faom a Saganeae buyer a t  8 percent for 12 
rearsh ?besa Xoans c a r w  no exchange risk because they srg 
repagab%e in csfEee beans, sXthough growers who plan to move 
ista the more lucxetive marketsag side of the $rt&ustry consider 
a long term cumitmnt  sf future  groduction t o  one buyer a 
drawback. 



YZry few coffee farmers can afford ncn-ACB commercial hank 
financing a t  prevailing in teres t  rates ~f over 30 percent. 
After the hurricane, howewer, a number bg Q S Q W ~ K S  Were fur~ed 
i n t o  using commercial lending t o  supplement other types of 
financing a f t e r  the hurricane- The ACB bad no facility to 
reschedule loans, yet many coffee farmers had at least  two years 
in production setbacks.  They needed additional financing for 
working capital to rehabilitate and maintain their farm until a 
crop could be harvested. So comercial banks used their o m  
funds t o  reschegu3e and augment t h e  loansr effectively turning 
ACB loans iatr, commercial bank loans, Other ferm&rs have 
resort& t o  comereial bank Psans fer land gutchases, since the  
ACEI does nut ffmanee land. 

~ccotding t o  the bankets, much of t h e  growth in private 
investment i n  the coffee sector comes from "commercfaT farmers', 
They tend to be pruEess.iorra'bs with other  soutce ,~  of incorn wha 
purchase from t en  t o  fifty acres of coffee land and hire e 
probessfonal manager t o  tend st, These a t e  people who view 
c ~ f f e e  as a Xong term investsent  that  can help them hedge 
against inc lat ion .  but which may not bring immediate returns. 
The small farmer, on the other band, i s  increasingly squeezed 
from the market as land prices escalate and Penc35nq ratas risel 
In general, Sankers expect private investment in coffee t a  grow, 
as lung as financing a t  reasonable interest rates is available, 

9- MAYOR CONSTRISIINTS TY) EXPANSSOH AND GROWTH OF THE COFFEE ZWIDUSTRY 

&cause Sansica can export a l l  kBs caEfes it can produce a l  very 
favorable prices, the m a j ~ t  contrainks ate on the ptaduction 
side. This section wiZX focus on production constraints an4 
costs* 

9 , l  Financing 

metre is genetal errasensus in the coffee Pndutrtry That o w  og 
the xsajoz canzrtrainks to expansion fs the shortage QE gong tenm 
'isass a r t  rr reseonab58 coat o% bearcswing. CWmercisl bsplp =ate8 
are now above the break even point for even the  lmalsst profgtrcble 
ventures, and the hgficrulkursl C r d % t  Bank w % l h  soon raise itat 
rates t o  the average rate sf return, The financing problem was 
exacenbatei8 by horsaicane G T l k r t r  which heft the SMuatzy 
saddletj with s heavy debt burden. L m  interest Zalrazs from 
Japanese trading companies have provgded sum relied, bat thelp 
come with the  & %Q ~MQ. of a 10ng & e m  'trading xslatfonskip, 
The dfaancing problem Ss patticu3arlhy sate for smalP farmers 
who can rarely meet cal'hatersl reqoxiresaents, 



9 . 2  Wigk cost of production 

Rates  of  return f o r  Jamaican coffee should be higher, 
cansidering that export prices 3re currently over s ix  times the 
world market price. Jamaica nut only has lower per acre yields 
than must other coffee producing countries, for reasons 
explained above, hrut also has high costs of production. One 
grower noted that  i t  costs US$1.75 per g ~ u n d  t o  process Jsmafcan 
coffee, more t h m  the cufrent export price far  Colombian and 
Brazilian coffee. One reason 2s Jamaica's high fired casts an$ 
low production volurae, Others are IaWr graductiwfty, the high 
cost of 5mpart& inputs, and product20n techniques. Aecardhg 
to a coffee exporter who had necsntXy visit& Costa R ~ C Z L ,  Costa 
Rican labax costs less than Jamaican labax and is mole 
productive. He also noted that  Costa Rica uses nu weediciiiles, 
one af Jamaica's bighest cost inputs ,  and plants a much higher 
yielaiag coffee plant, the  Cuturra, 

9.3 Road infrastructure 

Many of those interviewed mentioned the  inadequate zaads, 
particularly i n  munta inaus  areGs, as a major constraint t o  
increased production. Transpost of coffee b a n s  from the 
growing areas t a  processing plants and then t o  Kingston for 
f5nishing snd shipping adds consi&erablp t o  the cost of 
production* X f  t5e road network were improved* the cost af 
transpaat would be considerably less, Developmnt costs in some 
of the new Blue Mountain areas 5nclude road construction. 

9.4 Shortage of seedlings 

Approximately four million seedlings are neeiled t o  supply the 
demand created by hurricane replanting programs and developmeat 
of new areas. C I X O  i s  the largest producer a d  seed2iags, Bnrt 
i s  not able to m e e t  the demand3. Since sedliags take a b u t  s i x  
months t o  germfaate, they must be ordered ia a6vance. men 
cfW accepts as oraaz am3 is then unable t o  Qeliver, 
dev-eBopment of  a f f -  acreage i s  dlePeyetl sad d = O @ t ~  are 
increase&- EitBadtr C I X O  sAouXd Sncxease f t a  capacity t o  prcrduce 
sedliass or w r e  paSvate growers should go into Orbe bstsiz~ess, 

9.5 Gabcrr shortages 

The Blue Munkain aaeas are sparsexy populated. With the rapt8 
growth in coffee acreage Ln this zegion, growers are 
experiencing labor shoatages duxing khe picking ~easoa, which 
runs from around Ruvem3er t o  Nay. Coffee must be picks when S t  
is ripe, or the quality w5P1 decline making it unfit for 
export- Garge estates are now trucking in laborers from other 



areas sf Jamaica t o  pick  the cocfee, which raises other 
problems, such as acc~aodations dux the workers. Xn addition, 
most of t h e  pickers are  women and children, an& the Blue 
HauntaXn harvesting season coincides with the sthadl yeat. 

9 . 6  Decline of cooperatives 

As noted above, cooperatives ant3 their rnenrbrrrs own 75 percent of 
non-Blue Mountain coffee acreage. Since non-Blue Mountain 
regions have the potential for higher yields ,  gteater 
psoductivitg, and mure extensive coffee acreage, s significant 
increase fn Jsmafcan coffee production depends an tearitaP5zfng 
these areas, It is unlikely that thfs will happen unless t h e  
coopexaBives 0% some uthes  entity provide leadership and 
organization ta tha small farmers in t h e  regfen, Thus the 
coaperatives>state of disarray I s  another eonstxaint t~ 
crpcns5on and growth af the industry. 

1 IS THERE A ROLE FUR A I D  I l  THE CQfF;EE XXJtDUSTR'Y2 

Coffee is amcng t h e  most lucrative of Jamaica's agricultural 
erpztsr w i t h  an assured market and rising prices. As such, it 
sh~u2.d be developed, even though in t h e  short term local 
financial market condftians are affecting its attractiveness as 
an inuestment. Uver the longer term, JanaLca's coffee industry 
has tke potential t o  conkribute ko the country" deTe%ogatsnt 
expanding foreign exchange earnings and providing jobs t a  large 
numbers of uaskilPed wegkers. There shouh3 therefore be a role 
for A I D  in developing the inaustry, 

Tn fact,  AID has provided assistance t a  the coffee industry 
through several projects over the past  give years, Flrst,  AXD 
financed two studies in 1985 an4 I986 by Dona34 Pfcgxstst. One 
reviews pra8uct ivity in the  industry and made recom-at ions 
for i m p x s v ~ t ~  The otheg exs~ine~? the  effact~ of asregulatiaa 
and suggsstetl alreas fox duture deregulaticrax, Swo-, ASB ha8 
made loans $a coffee projects tAtougb the JADE', TraEalggr 
~ ~ i a 3 0 ~ l h  Bank, &be rntwa PL-489 Sectioa 108 ~ s c 4 r l ~ n f r .  
as~lceBon prog.=srr%. J A W  bas J$17,1 mBXlfon in c o b f ~ ~  J;BXS,Q 
million &n P ~ a n a  r W  38L3 miSlion %n eqanZt7. -& &s one 
coffee loan, amounting to 581.2 million. MuCusO Security Sank 
has one loan of iY$B n&l3ion dxora fun& secured ha the  firs): 
Section 108 auction. Tbfrdr AIDSs H i B l s i d l e  Agricultaeze Pr~jact  
(HAP)  is helping small ma-Blue H~~uatain b a r m r s  by financing 
approximately 340 acres of resuscitation and 60 acres o f  sew 
pfantiag. mis should raise yields in the affected area8 from 
an estimated 8,340 h r e s  annually to almost 30,008 boxes, aver a 
threefold increase is three  years. Fina l ly ,  AX0 has p+ooSd& 
grant funds for research on ccnkroX of coffee rust, effective 



'USE! of fcz'kil ieer,  ant3 mer areas sfgecting the produrt%wfty of 
the caffee industry t)nr ,gh tat? Jamaica Agricuftt(rtral Resaatch 
Pr~ggas, which i s  adsinistereb by kbe JABf* 

A t  present, tbe greatest nee&--bst gezhags aIso the mst 
difficult task-- is  to zejuvenate t h e  csoperatloes or fiat3 sn 
alternative way of iaptouiarg pnaduct5vit-y am3 efficiency in 
swsU Paximar pr&uction, Mcauaa ccepasatiues hawe na 
argainiskratifve csgabi iity, AXD shou%d not grlrvide thea Cirect 
gcraaxr ox: b a n s ,  A~tesnatiue ehsxxnels age the f 9 8  aad CTbCO or 
p~ivatc sector entities such as Jablltm, vhich have erperier?cs in 
working w i t h  catzperip%fves- Tbc go&?, should +tw to  iwrakvs t h e  
cesperatioes into  graved Grwars/Expotters ~Bieh are atrang 
enough ta c=ompel,a w i t h  other deregulated expoghers for ceffse, 
~crnbership i% the cooperatives shoub3 be subflcientky attractive 
to the w w  We& of cometciaf farmet to c~arincr them to 4ein 
and suppert csaperativcs in their areas .  The successful Hew 
Castle cooperstive, which contracts uith the CZB bat arecsssfng, 
c=oatls9 be a 63, %or: %ha non-BXue Huunta;rilsa co~gercatives. 

Te accompBisk this goas. the csopexakives shauld have their o n  
full time managers t o  wcrk w i t h  cooperative maabe~s on improving 
the quality oE cotfee. contreetirip the processing. oud ~ r l r a t i a g  
$;he coffee. AS0 could assis t  by pxavidtng furding over s 
specified time period for a eeoperataive manager's sa%szy# with 
the understanding that  the cooperative w i l X  assum tiria mgg~rura 
when AID funding ends. AID cculd also help the Jamaicans study 
SUCCISS~U~ coogerati~ss in o t h e ~  coffee producing cauntrlgs (%at 
exaga)p8er Costa R ica l  @a 8ehermias the s lment% that coatrfbuta 
t o  their success, The CHB's new V3Sg BrothedY prggtas shourd 
also & mn%tar& gauge its progress, success, and adbitfoaa3 
requirements for assistance* Jn particular cafdaa banaezs w%&h 
business expezfence shouPd be @acour3ag& t~ sham their s N X X S  
with toaperatlve member&. 

Another way in which AID could assist the coffee i rYfwkrf  i# t o  
provide subloans either through the CIB or through a private 
at$-. perbps em k h s  m & h X  ~ l f  C%BC*s t k tr9 ;Pd*BBmm. 
zslbrrum Bss exper%encs in all aspects of  tae SPtdUstfy 4 d  as 
intareat fn eliciting aoze coffee productioa from cooperatiwm 
and small farmers. It now bas a track record as an intsm&tiary 
for dowr ffnancimq as mil- JLltamatire c h a ~ e z c l  tor oal~mdiap 
to coffee Easmers are lha private develgogment isnstkkuB5ons 

TDB, a& WP) * 

One impctrtant: c;mskraint: on r*,turns to csdfec gauwmsa rrppsarn to 
be the high cost af prMvcing and psscessinq caf fee 5n $ a m a g o ,  
mile the pr&ucing side bas b a a  studied Pua deta61, X have mi 
found any comprehensive cost anal?rsis of the processing side. 



Hi the CIS  is pres3re3 ta implement psapasaks on cost rebuckion 
i n  eatleetiag, pracessPng, insurance anb distribution, AID c ~ u l d  
pnouide assistance by financing a ram~sehensive :ash analysis of 
t h i s  siee sE the 'n&uskry. 

The Inadequacy aE the read hsfrastructuxe has alreadg &3a 
idea%iZi& as a majot cost Zsctar c.; f b e  co"ectionJ4iskributiatr 
side- Ts %he extent AID  can Ei~aaca seeocdary and terkfarp 
r ~ e d s ,  the coffee fndusrtty warrtd 9teat;;Iy benefit f r o m  
rehabilitation and new eoast-ucti~n of reads i n  coffee pf&uciag 
ilreas. 
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KeSle Mans, C.D. C h a i r m a ,  Coffee Industry Beard 

John A. PickersgillL Genegal Manager, Coffee Industry Board 

George McPher~oa General Manager, Coffee Snduskry 
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Joyce Chang Xecretafy, CTB end C T W  

Denxi% Dunkley Extension Officer, C Z X O  

Tan A,B, WaxweXX Hatanager* Technical Services, 3AbF 

Dr. Meitb Raache Managing blreckax, JADF 
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Dr. Perceival Braderick Managing D ~ ~ G c L o x ~  Farms (ConsoXfdated) 
Ctd , 

Hans-Jurgen 8. bttameyes Caunselar, CsmSsaion 0% k h e  Eu~ogeitn 
Cubnamxnikies i a  Jamaica 

Hvsme C, Gunning 

Jackie Hinett 

Senior Agricultural Qfd2cslr* lakiomal 
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Senator Courtney Fletcher 

Richard Owens 

Mark Nolan 

President, JAS and Fsesident, Coffee 
Cooperative Federation 
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