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Coffee prices soar after earthquake 

Colombia is one of the world's biggest coffee growers 
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Coffee prices in London have risen sharply following news of the earthquake in Colombia, which damaged the main coffee-growing region. 

Colombian finance minister Juan Camilo Restrepo, who is visiting London, said the damage was widespread in a region which produces about 50% of all Colombian coffee. 

He said it was too early for a full economic assessment but it was clear that the damage was severe. 
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	Coffee prices could suffer


In the London coffee market, contracts for robusta beans for March delivery rose by $23 a tonne to $1,755, while the price for January deliveries increased $38 to $1,751. 

Mickey Donovan of Prudential Bache said prices could well go higher: "Coffee prices are up this morning because of the earthquake in Colombia last night. Even if it's too early to assess correctly the damage done to the growing region, people nonetheless fear a cut in production." 

Coffee futures in New York also rose in early trading. 

Damage to infrastructure 

Just as with the hurricane that devastated much of Central America last year, it may be that the damage to the infrastructure, including transport links, causes as much dislocation as crop damage itself. 

There have been landslides across several key highways, including the main route linking the coffee zone with the key Pacific port of Buenaventura. 

Colombia National Coffee Growers' Federation leader Jorge Cardenas told reporters on the sidelines of an Association of Coffee Producing Countries meeting in London that although the transport infrastructure needed to export coffee could have suffered, the coffee crop itself may not have been affected by the quake. 

Columbia is the world's second largest coffee producer after Brazil, growing between 750,000 and one million tonnes of coffee beans a year. 

The economic crisis in Brazil has also put pressure on coffee prices, with internal prices in Brazil soaring by 20% in the past two weeks

Coffee crops hit by hurricane 
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Coffee crops have been ruined throughout Central America 
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The world price of coffee has risen 22% since Hurricane Mitch struck the Central American republics of Nicaragua, Guatemala, and Honduras. 

Losses of the coffee crop have been heaviest in Nicaragua, where officials estimate that 20-30% of coffee production has been lost. 

But up to 25% of the crop in Guatemala, the biggest producer, is at risk, while hundreds of thousands of bags of coffee have been destroyed in Costa Rica, Honduras and El Salvador. 
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	Coffee prices may rise because of the hurricane


Estimates of the damage have been hampered by the destruction of transport links, which has meant it has been impossible to reach the plantations to make an assessment. 

The road damage has also put the remainder of the crop at risk. Continual rain has sped up the ripening of the beans, which will rot if they cannot reach processing mills in time. 

Coffee grower Erwin Mierisch, speaking from his plantation in Nicaragua, said they were virtually cut off. 

"We run the risk of losing half our crop in Matagalpa becaue there is no fuel, no roads," he said. 

In Guatemala, ruined bridges have cut off the main port for coffee exports, Santo Tomas de Castilla. 

"For the time being we don't have a way of getting the beans out of Guatemala," said coffee trader Bernhard Rothfos. 

Central America produces about 8% of the world's coffee, and its Arabica beans are highly prized in North America. 

Up until the disaster struck, coffee prices had been kept down by a massive harvest in Brazil, the world's largest coffee producer. 

Sugar and bananas also hit 
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	Sugar producers have also been hit


The price of sugar has also been rising on futures markets as further details of the damage came through. 

Cane sugar is Guatemala's second biggest export. Last year the country produced 1.7m tonnes. 

But now the sugar harvest in Honduras and Guatemala has been severely disrupted. 

Miguel Maldonado, an engineer at Guatemala's second largest sugar mill, La Union, said: "We haven't been able to reach the fields because access has been flooded, so we can't even quantify the losses." 

Five out of seven sugar mills in Honduras are only accessible by air or boat. 

Bananas, the top export for Honduras, were also hard hit by the storm. 

Fernando Sanchez, local manager for Chiquita Brands, said crop damage amounted to $850m. 

Chiquita expects little or no production from Honduras in 1999. 

Banana losses threaten workers
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Bananas are one of Central America's most important crops
There are fears that up to 40,000 banana workers will lose their livelihood in the wake of Hurricane Mitch. 

The banana plantations of Central America have been devastated by the hurricane which has damaged trees and destroyed processing centres, transportation links and ports. 

The biggest producer, the US-based Chiquita Brands, has said that most of its production will be wiped out through 1999. 

And Dole, owned by Standard Brands, says that 70% of its 40,000 acres throughout Guatemala, Honduras, and Nicaragua were completely destroyed. 

Both companies have helped to rush food and emergency supplies to the region. Dole says it is feeding 20,000 people per day. 

But the longer term future of the Central American banana industry is now at risk. 

For the moment, Chiquita has said that its 7,000 workers had been suspended but would receive full pay for at least three months. 

It says it may offer some employees a role in rebuilding work. 

And it is discussing plans with the unions for the worker's rehabilitation. 

Banana plantations 

The hurricane's devastation has been all the worse for the mainly agricultural economies of Central America. 

The crop damage to coffee and sugar has also been severe. 

However, coffee plants are more robust, and grown on diversified plots by small individual growers. 
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Bananas grow all year round


Bananas on the other hand are grown in large plantations under conditions of intensive cultivation. 

In Honduras half of all bananas are grown by one company, Chiquita. 

It will take a huge investment to rebuild the plantations and all the related infrastructure. It takes 12 to 18 months just for the new banana trees to take hold. 

During past years yields were increased through the use of more agro-chemicals, a method which increased the risk to the environment. 

Now the plantations are gone, and the companies say the loss of up to 25% of their banana production could hit their profits by some $50-$70m in this financial quarter. 

Chiquita, which had 17,000 acres under cultivation in Honduras, estimates the total damage at $850m. 

The company's workers, who have struggled for years to achieve union recognition, will have an even harder time. 

They have been surviving on wages of $2.50-$5.00 a day. Now the struggle to rebuild their homes and livelihoods could take years. 

Years to recover 

The future of the industry could hinge on the international relief effort. 

"The economy in general is going to take years to rebuild," said Steve Warshaw, chief executive of Chiquita. 

Without the rebuilding of the infrastructure, the banana economy will not be able to function - whatever the fruit companies do. 

And that would hit Central American countries hard. 

As producers of primary products and importers of manufactured goods, they are already running large trade deficits. 

Honduras, for example, relies on banana exports to the tune of $184m. 

Guatemala and Nicaragua are also significant producers. 

The main export market is the US, where banana prices doubled last week to $9.50 a box. 

The so-called "dollar bananas" are not sold as widely in Europe, where the EU has long given preference to bananas from its former colonies. This has become the subject of an acrimonious trade dispute between the US and the EU, which now threatens to escalate into a trade war. 

This week the US threatened trade sanctions if the EU did not abide by a World Trade Organistion ruling to open its market. 

Banana republic 

Honduras has long been dominated by the big American growers who introduced banana production in the region in 1898. 

In the old days, the two big companies boasted they could buy political influence at will. 

Until recently, they did not recognise unions and operated an autonomous regime on their plantations. 

Now the scale of the disaster will challenge all the parties, workers, companies and government, to work together to find a way of rebuilding their shattered industry. 
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Asian crisis boosts coffee market 
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The drinks of the 1990s are increasingly espresso-based 
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When news broke that Hurricane Mitch had devastated Central America's coffee plantations, the cappuccino and café lattes suddenly had a bitter aftertaste for coffee fans. 

	





Newspapers ran scare stories that coffee prices would soar as the havoc wreaked by Hurricane Mitch came at possibly the worst time for the coffee crop. 
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Coffee is the drink of the 1990s. The bitter brew was first made fashionable by speciality coffee bars in Seattle, America's "Espresso capital". 

Their tiny corner shops prepared dozens of variations of high quality coffee. 

The fad soon spread across the United States, then London and could be set to conquer the rest of the world. 

Scare over 

Asia's economic crisis has helped to soften the impact of Hurricane Mitch. 
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	Low prices see coffee producers suffer


The region's young and rich middle classes, who only recently acquired a taste for coffee, have fallen on hard times. To them, coffee is now a luxury and therefore demand has slumped. 

Despite the hurricane, the price of a Latte is not about to increase. Tim Shaw, coffee buyer for Safeway in London says consumers need not worry: "The market is healthy at the moment, and the coffee prices are quite low." 

The crucial period for coffee buyers is from June to mid-August. This is the time when the world's largest coffee-producing country, Brazil, occasionally experiences frosts which can devastate the whole harvest. This year Brazil's crop was not affected. 

The Association of Coffee Producing Countries (ACPC) estimates that world production for the current year (July 1998 to June 1999) will be about 6.36m tons, up from 5.73m tons last year. 

Low prices hit farmers 

For coffee producers in Honduras and Nicaragua, Hurricane Mitch had a terrible impact. 
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	Hurricane Mitch destroyed much of Nicaragua's infrastructure


Crop losses of up to 50% in Honduras and 25% in Nicaragua, however, did not effect the coffee market, says Mr. Shaw: "Mitch has no impact on the New York C-index, which is the main future market for Arabica-coffee." 

Julia Powell from Fairtrade said: "In terms of quantity, Mitch had no effect on the global coffee market, although it had a dramatic impact on the farmers". Her organisation buys coffee directly from small farmer co-operatives. 

The floods destroyed the crop, but also great parts of the infrastructure on which the coffee economy depends. Transporting the crop to the ports for export will be almost impossible. 

Mitch hits specialists 

Every coffee roaster has its own sources. The UK's top coffee supplier, for example, is Vietnam which supplies 21% of the country's non-decaffeinated coffee. 

Vietnam is followed by Colombia (12%) and Indonesia (10%). 

Only traders who specialise in buying from Central America will be hit by Mitch, argues Safeway's Tim Shaw. 
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	Most of the coffee drunk in the UK comes from Vietnam


Coffee drinkers in the West may relax and enjoy their cappuccino, but small coffee farmers suffer. 

When world prices fall, their incomes plummet and they are in no position to object, according to the International Coffee Organisation (ICO). 

The price has dropped dramatically. On the Coffee, Sugar and Cocoa Exchange in New York, the world's biggest coffee market, the avergae November price for Arabica-coffee was $1.13 per lb ( 0.45 kg) compared with $1.75 at the beginning of 1998 and a peak of $2.64 in May 1997. 

However, making a forecast for next year's coffee price, is too early, says coffee expert Tim Shaw. 

While in Central America the victims of Hurricane Mitch reconstruct their roads, coffee drinking people in the Northern hemisphere can still enjoy their sweet cappuccino.

