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ABSTRACT 

Globalization of trade has led to an increasingly interconnected world. A coffee farmer in the outskirts 

of Ethiopia can produce coffee beans that end up roasted and ready for purchasing in a London shop. 

This interconnectedness creates interdependencies and hence both opportunities and risks. The risk 

associated with this interconnectedness was demonstrated by the global financial crisis (GFC). Global 

trade, even coffee prices, which have nothing to do with mortgages in the U.S., were affected by the 

GFC.   

This thesis contributes to understanding the risk associated with the interconnectedness of global 

trade by analyzing how the GFC induced decrease in coffee prices affected different actors in the global 

coffee value chain (coffee GVC). It demonstrates the risk associated with the high interconnectedness 

of global trade. All actors in the coffee GVC were vulnerable to and affected by the GFC - an external 

shock which can be viewed as the materialization of these risks. In addition, this thesis finds that 

growers and Robusta middlemen were the most vulnerable. The vulnerability of growers cannot be 

explained by an unequal distribution of the effects of the GFC in terms of value added, as it is also 

found that the value added of middlemen in producing countries and importing country actors were 

the most affected. Perhaps because of the unpredictable nature of external shocks it is also 

demonstrated that the lead firms in the coffee GVC did not push negative consequences further 

upstream the GVC. In this connection lead firm governance is not found to be an important 

determinant of changes to value distribution in the coffee GVC during the GFC. 

On a theoretical level this thesis demonstrates the usefulness of the GVC approach for studying 

external shocks. But it also demonstrates that the structural and internal focus of the GVC approach 

causes a need for further development to make it truly applicable for this purpose. This thesis deals 

with this theoretical gap by supplementing the GVC approach with insights from price transmission 

theory. This supplement is found to enhance the applicability of the GVC approach for studying 

external shocks.  
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1. INTRODUCTION 
Globalization of trade has led to an increasingly interconnected world. A coffee farmer in the outskirts 

of Ethiopia can produce coffee beans that end up roasted and ready for purchasing in a London shop. 

This interconnectedness creates interdependencies and hence both opportunities and risks. The risk 

associated with this interconnectedness was demonstrated by the global financial crisis (GFC). An 

early indicator of the GFC appeared in February 2007 when Freddie Mac announced that it would no 

longer buy the most risky sub-prime mortgages (Federal Reserve Bank, 2011). A year later the GFC 

had turned into an economic crisis, as illustrated by Ford, General Motors and Chrysler all applying for 

federal loans in the U.S. in November 2008 (ibid.). The global nature of the GFC led to a reduction of 

global GDP by 0.6 pct. in 2009 (UNCTAD, 2010a, p. 1). Because the GFC also affected global trade, even 

commodities, which have nothing to do with mortgages in the U.S., were affected. In particular 

commodities were affected by what the OECD calls “the great trade collapse” (OECD, 2013).  As this 

thesis will demonstrate, for coffee this trade collapse in particular led to a substantial decrease in 

prices. But with the interconnectedness of global trade how did this price decrease affect the coffee 

farmer in Ethiopia and the shop owner in London? 

This thesis essentially aims to answer this question. Thereby it aims to contribute to the 

understanding of the effects of external shocks for the participants in global production. It is 

recognized that participation in Global Value Chains (GVCs) has increased developing countries’ 

connection with the rest of the world and lifted people out of poverty. But participation in GVCs also 

entails risks. Risks of exclusion, risk of dependency on a few limited number of suppliers or buyers and 

risk of disruptions in another distant part of the GVC directly affecting your livelihood. The GVC 

approach is designed to understand the interconnectedness of trade. While the literature has analyzed 

the organization of and power relations in global trade, it has not focused on the risk associated with 

this interconnectedness. Therefore this thesis aims to contribute to the literature by proposes 

studying external shocks as one way of using the GVC approach to study the risks of GVC participation.  

An external shock is risk materialized in an actual event. A shock in one node of a GVC can have large 

implications for other parts e.g. favorable weather conditions in Vietnam may increase the coffee 

harvest, causing the income of producers in Uganda to decrease – while on the other hand lowering 

the cost of coffee consumption for consumers in the US. Thus an external shock may have positive 

effects for some GVC participants and negative for others. The empirical contribution of this thesis is to 

study how different actors in the coffee GVC were affected by the GFC. Because the GFC caused a price 

shock to coffee prices this thesis in particular focuses on how the GFC affected the value different 

actors generated through their participation in the coffee GVC. Thereby it contributes to the GVC 
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literature on value, which has previously been more focused on the (unfair) distribution of the gains 

from trade (Talbot, 2004; Daviron & Ponte, 2005).  

In many respects, the issues presented above can be identified in relation to other GVCs.  So one might 

ask: why then a thesis on the coffee GVC? Studying an external shock, such as the GFC, is especially 

important in the context of commodities, such as coffee, because many developing and least-developed 

countries are still highly dependent on commodity exports (Meyn & Kennan, 2009). Furthermore, 25 

million small-scale coffee farmers and their families are dependent on the development of coffee 

prices (ICO, 2005). Surveys of coffee farmers indicate that they consider price one of the largest risk 

for their livelihood, and that an unexpected fall in prices is particularly detrimental (Varangis & Lewin, 

2006, p. 292). In addition, a price shock to coffee prices are likely to affect all nodes in the coffee GVC 

e.g. one of the largest coffee roasters D.E Master Blenders estimate that the purchase of coffee beans 

represent two thirds of their total costs (D.E Master Blenders, 2013). It is thus important to increase 

the understanding of how a price shock affects different nodes in the coffee GVC.   

1.1 PROBLEM STATEMENT 

The GVC approach is designed to understand the interconnectedness of trade by analyzing the 

processes and effects of global trade on the participants in a given GVC. This thesis applies the GVC 

approach to examine the following question: 

How were different actors in the global coffee value chain affected by the global financial crisis? 

 
However, studies of external shocks, such as the GFC, within the GVC approach, are very limited. Thus 

in order to examine the effects of the GFC in the coffee GVC as case the following two theoretical 

questions are addressed:   

 To what extent is the GVC approach applicable for understanding the effects of external shocks in 

GVCs?  

 To what extent can the GVC approach be meaningfully complemented in order to enhance its 

applicability for understanding the effects of external shocks? 

1.2 DELIMITATION OF RESEARCH QUESTION  
The coffee GVC covers many different types of coffee i.e. coffee is grown in more than 70 countries and 

sold in many different forms. For the purpose of this thesis the focus is on the traditional coffee GVC 

where simple processing takes place in “producing countries” with final production and consumption 
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occurring in “importing countries”1. It can thus be highlighted that the analysis of how different nodes 

in the coffee GVC were affected by the GFC does not cover out-of-home consumption, specialty coffee 

or soluble (instant) coffee. Because this thesis aims to cover as large a group of actors in the traditional 

coffee GVC as possible no delimitations is made with respect to the type of coffee, its origin or its 

destination market. The only exclusions made are based on availability of data for the time period 

covered. For similar reasons the answer to the research question focuses on the coffee GVC at a global 

level and not e.g. at differences between countries.    

Second, the only GFC effects, which are studied is its’ effects on coffee trade. More specifically the 

effects of the GFC on the volumes and prices of traded coffee are studied. In particular prices because 

they were much more effected than volumes, as is demonstrated in section 5.1. Furthermore the focus 

is on economic effects, meaning that e.g. social effects of the GFC are not covered. The focus on prices 

and economic effects also has the implication that the studied governance relations are market based.  

Finally, a definition of what is considered the GFC for the purpose of this thesis is needed. Many factors 

influence coffee trade e.g. supply is an important determinant of prices and export levels of coffee. 

Therefore coffee trade at any given point in time summarizes a number of market conditions. It is thus 

impossible to study the GFC in isolation from all other events in the coffee market. For the purpose of 

this thesis the GFC will be defined by the time period in which it had a measurable effect on coffee 

prices. This is from September 2008 to April 2009 – though for one type of coffee, Robusta, it affected 

the prices until August 20092. It should be noted that some commentators have argued that the GFC 

also caused an increase in commodity prices due to an increase in investments in financial commodity 

markets, as investors searched for more secure financial investments (Bargawi & Newman, 2009). 

This allegedly caused an upswing in commodity prices including coffee prices in the period leading up 

to the great “trade collapse” (ibid). However the upward trend of coffee prices in 2007 and the 

beginning of 2008 can also be viewed as a result of a continuation of the boom in commodity prices of 

previous years. Therefore, most reports on the GFC and commodity prices including those on coffee 

refer to the effects of the GFC when commodity prices began to decrease (ICO, 2009e; Meyn & Kennan, 

2009; UNCTAD, 2008). The same choice will be applied in this thesis. 

1.3 STRUCTURE OF THE THESIS 
The thesis begins by introducing the theoretical foundation of the thesis: The GVC approach. On the 

basis of this account three hypotheses are developed for testing. In addition the need for 

supplementary theory on external shocks is demonstrated. This supplement is provided by insights 

                                                             
1 Section 4 provides an extensive overview of the traditional coffee GVC. 
2 Section 5.1. 



9 
 

from price transmission theory. This is followed by an account of the methodology and data in order to 

grasp the overall methodological approach in which this thesis unfolds. This includes an 

operationalization of the hypotheses developed in the section on GVC theory taking into consideration 

the insights from price transmission theory. Hereafter, the coffee GVC is presented, because a basic 

understanding of this GVC is essential. 

The analysis is conducted in four parts. First, the general trade effects of the GFC on the coffee GVC are 

examined. The general effects of the GFC on coffee are identified as a price shock to the world price for 

coffee. The rest of the analysis focuses on how this price shock affected different nodes in the coffee 

GVC. The three last parts of the analysis are build around the three hypotheses developed in the theory 

section, thus each of the remaining sections of the analysis focuses on one hypothesis each. In 

particular the second part of the analysis is focused on how vulnerable each node was to the price 

shock induced by the GFC. The third part analyzes how the shares of value added of the different nodes 

were affected. The fourth, and last, part of the analysis addresses the issue of whether governance had 

an effect on how the shares of value added of different nodes were affected. Subsequently, the 

implications of the findings of the analysis are discussed. Finally, the conclusion summarizes the 

empirical and theoretical findings and reflects upon the limitations of these findings as well as the 

prospects for further research. 

2. THEORY 
This chapter accounts for the theoretical foundation of the thesis: athe Global Value Chain (GVC) 

approach supplemented by price transmission theory. First, the GVC approach will be presented with 

focus on external shocks and value distribution, as this is a relevant concept for analyzing the effects of 

an external shock. In addition, governance, as a main determinant of value distribution, will also be 

presented. Based on this, hypotheses about the effects of external shocks on different GVC nodes are 

derived. These hypotheses will become the foundation of this thesis’ analysis. Secondly, because the 

GVC approach has only to a limited extent been applied to external shocks key concepts from price 

transmission theory, which can supplement the GVC approach will be accounted for. In the last section, 

the concepts from price transmission theory will be placed in a GVC context. This will in particular 

contribute to the operationalization of the hypotheses.  

2.1 THE GLOBAL VALUE CHAIN (GVC) APPROACH 

The GVC approach views global trade as interconnected nodes which constitute chains. More 

specifically GVCs can be defined as configurations “of coordinated activities that are divided among 

firms and that have a global geographical scale” (Gibbon & Ponte, 2005, p. 77). Thus, when applying 
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the GVC approach to global coffee trade it is viewed as a chain consisting of nodes with different actors 

and activities from the initial planting of coffee trees to final consumption (see figure 2.1).  

Figure 2.1: A GVC approach to coffee trade  

 

Note: A simplified version of figure 4. Background  

The GVC approach focuses on the relationships between the nodes in a given chain e.g. through 

governance (Gereffi, 1995; Gereffi, et al., 2005). According to the GVC approach trade is not necessarily 

organized in markets or hierarchies3, but can be based on the governance relationships in between 

these two extremes (ibid.). The foundation of current GVC research was laid in the mid-1990s by 

Gereffi and his articles on Global Commodity Chains (Gereffi, 1994 and 1995). He focused on four 

features of GVCs: 1) input-output structure, 2) geographic distribution 3) governance structure and 4) 

institutional framework (ibid.). The GVC approach has its origins in World System Theory, which 

among others focused on capital accumulation in something similar to what Gereffi later denoted 

global commodity chains (Bair, 2009; Daviron & Ponte, 2005). However, Gereffi’s articles were less 

radical in their approach to global trade than World System Theory and in the following years much of 

the GVC literature moved away from these origins (Bair, 2009). This thesis will use the approach as 

developed by Gereffi but with traces of World System Theory. The traces of World System Theory are 

the focus on value and the strong “north-south” divide both of which were central in the original 

approach (ibid.).  

GVCs are a dominant feature of global trade, as indicated by the United Nations Conference on Trade 

and Development’s (UNCTAD) estimation that approximately 60 pct. of trade is in intermediate goods 

and services (UNCTAD, 2013). Furthermore, developing countries’ participation rate in GVCs4 was 

estimated to be 52 pct in 2010. (UNCTAD, 2013, p. 131). Thus, the GVC approach is highly relevant for 

studying global trade and hence also for studying an external shock to global trade, such as the shock 

induced by the GFC. In example, UNCTAD concluded that “the major channel through which the global 

financial and economic crisis has affected Least Developed Countries is through falling export 

revenues” (UNCTAD, 2010b, p. 20). 

                                                             
3 i.e. corporations 
4 The share of a country’s exports that is part of a multi-stage trade process (UNCTAD, 2013, p. 131) 

Growers Middlemen Traders Roasters Retailers 
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In addition the chain perspective of the GVC approach is useful given the focus of the research question 

is on the effect on different actors of the coffee GVC not the aggregate effects on the coffee market as a 

whole. As described in the above the effect on different actors can be studied by grouping actors into 

what the GVC approach terms “nodes”. This thesis focuses on the effects on coffee growers, middlemen 

in producing countries, and importing country actors (roasters and retailers). This can be contrasted 

with e.g. dependency theory, which would have been more appropriate if the research question had 

focused on the development of general trade patterns between developed and developing countries. 

Given the general relevance of the GVC approach for studying the effects of the GFC on different actors 

in the coffee GVC, the following will account specifically for how the GVC approach can be used to 

analyze external shocks.  

2.1.1 EXTERNAL SHOCKS AND VULNERABILITY IN GVCS  
An external shock such as the GFC can be viewed as an externality to the coffee GVC. This is a challenge 

to the GVC approach as it tends to focus on internal features of the GVC, such as the relationships 

between actors participating in the GVC. However, Gereffi included the institutional framework as one 

of the four GVC features, which indicates that it has always been recognized that GVCs should not be 

studied in a vacuum (Gereffi, 1994). Furthermore, authors within the literature have called for an 

increased focus on institutions and other externalities (Talbot, 2004; Ponte & Sturgeon, 2013; Gibbon, 

et al., 2008). Various authors have also attempted to focus their GVC analysis on externalities, 

primarily by integrating the role of institutions (e.g. Talbot 2004 and Rainbird & Ramirez).  

GVC participation is considered an opportunity for development in developing countries, as 

demonstrated by the extensive GVC literature on upgrading (UNCTAD, 2013; Barrientos, et al., 2010; 

Singh & Sukhpal, 2013). However, participation is also associated with increased interdependencies 

between countries (OECD, 2013, p. 242). The 2013 World Investment Report specified that GVC 

participation increases vulnerability to external shocks (UNCTAD, 2013). GVCs have also been argued 

to be transmitters of shocks (OECD, 2013, p. 242; Milberg & Winkler, 2010). An example is a GVC 

where an economic shock causes a decrease in consumption of the final product in one country, which 

in turn causes a decrease in demand for the intermediary products from other countries – in fact the 

latter reduction might be larger because producers of the final product may become cautious and start 

using inventories (ibid). On this basis I derive the following hypothesis: 

Hypothesis 1(H1): Participation in GVCs, in addition to benefits due to participation in world trade, also 

leads to vulnerability to external shocks for the actors involved. 
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Examining H1 is important for answering the research question because the vulnerability of different 

GVC nodes will contribute to determine the effects of the GFC on them. H1 is primarily based on 

observations from international organizations. There have also been some academic studies 

commenting on shocks in GVCs. An example is Talbot’s (2002) study of the effect of frosts in Brazil in 

1975 and 1994 on the coffee GVC. He finds that because importing country multinationals (e.g. 

roasters and retailers) had become relatively more powerful in the period in between the two frosts, 

the shock to prices caused by the frost in 1994 hurt importing country actors less than the frost in 

1975 (ibid).Talbot’s findings indicate that the power of actors in a GVC affects the extent to which 

these actors are affected by a shock. In his study, Talbot focuses on the long term changes of the power 

structures not the specific mechanism at play during a shock. In another study, Daviron and Ponte 

(2005) comment on the coffee crisis that began in 20015. Their conclusion is that coffee growers were 

affected more than anybody else in the sector (ibid.). Given that growers are often considered the least 

powerful actors in the coffee GVC, this finding also indicates that the relative power of GVC actors 

influence the extent to which they are affected by a shock. However, the coffee crisis was not an 

external shock, but a long period of extremely low coffee prices due to overproduction (ICO, 2004a). 

Thus, neither of these two studies directly focuses on the effects on different nodes of a dynamic price 

shock, such as the one induced by the GFC. Nevertheless, the studies provide a basis for the following 

hypothesis: 

Hypothesis 2 (H2): External shocks will not affect all nodes in a GVC equally. 

Examining H2 is clearly important for answering the research question as it relates directly to the 

effects of an external shock on different GVC nodes. 

Lastly, two studies on GVCs and the GFCs should be mentioned. The first is Keane’s study on the effect 

of the GFC on producers in different GVCs (Keane, 2012). The study does not focus on differences 

between different nodes in the same GVC, but differences between producer nodes across different 

GVCs. Therefore the study does not provide insights about the important question for this thesis: The 

effects of the GFC on different GVC nodes. The other study is by Catteneo et. al (2010) on GVCs in a 

post-crisis world. Focus here is on accelerated permanent structural changes due to the GFC, not on 

the effect of the GFC on different GVC nodes (Cattaneo, et al., 2010). Thus while both of these studies 

use a GVC lens on the GFC neither of the approaches can be applied to study the effects of the GFC on 

different GVC nodes.  

                                                             
5 See section 4 
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As this section has demonstrated, studies of external shocks have not been a focus in the GVC 

literature; however it is evident that the GVC approach can provide insights on the effects of external 

shocks. In addition to the above, value distribution is a highly relevant concept for studying the 

economic effects of a price shock, such as the one induced by the GFC in the coffee GVC. This is because 

it is the concept in the GVC approach that most directly focuses at prices. The following will review the 

concept of value distribution to consider if it can bring insights on how to analyze the effects of the 

GFC on different nodes in the coffee GVC.  

2.1.2 VALUE DISTRIBUTION 
Value distribution is an important concept in the GVC approach but has been subject to limited 

theorization; encouragements to remember economic value in GVC analysis has therefore been made 

(Bair, 2009; Gibbon, et al., 2008). The concept involves the distributional outcomes in GVCs (Fitter & 

Kaplinsky, 2001, p. 77). It can thus be applied to study the distributional effects of the GFC in the coffee 

GVC.  

Previous studies of value distribution have focused on identifying “winners and losers” of GVC 

developments, such as the increased differentiation of coffee in final markets (Fitter & Kaplinsky, 

2001; Daviron & Ponte, 2005). A common approach to these studies has been studying how the final 

retail value is distributed between GVC nodes (Daviron & Ponte, 2005; Talbot, 2004; Fitter & 

Kaplinsky, 2001). Focusing on different distributional outcomes for developed and developing country 

actors has been a natural component of this type of analysis. In example in the coffee GVC value 

distribution analysis has been used to illustrate the low share of final value added generated by 

compared to other nodes, in particular roasters (Talbot, 2004; Daviron & Ponte, 2005). This thesis 

stays within this tradition as the purpose is to analyze whether the effects of the GFC were the same on 

all nodes of the coffee GVC. Previous studies of value distribution have focused mostly on general value 

distribution e.g. a snapshot of which actors in receive the highest share of value added or long term 

changes to value added due to structural changes such as the collapse of the ICA (Talbot, 2002). This 

thesis, on the other hand, focuses on the short term changes to value distribution due to an external 

shock. Hence, placing value distribution in a new context. This means that upgrading, which has been a 

theme for studies of general value distribution analysis (Gibbon, et al., 2008, p. 331), will not be a focus 

of this thesis. 

To sum up value distribution will be used to study the GFC, as it caused a shock to the world price of 

coffee. Through this change the traded price of coffee is likely to have changed value distribution as 

well. In order to understand how value distribution has changed and developing hypothesis on this, it 
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has to be considered what determines value distribution. Here governance, which unlike value 

distribution is a much studied concept with in GVC literature, is relevant. 

2.1.3 VALUE DISTRIBUTION AND GOVERNANCE 
Governance in its original understanding is based on the idea that firms with a central position in a 

GVC, the so called “lead firms”, can influence actions of other parts of the GVC even without 

internalization (Gereffi, 1995). Governance was defined by Gereffi as “authority and power 

relationships between firms that determines how financial, material, and human resources are 

allocated and flow within a chain” (italics added) (Gereffi, 1995, p. 113). As evident from this definition, 

governance was already associated with value distribution from the very beginning of the GVC 

approach.  

 

The link between value distribution and governance is also evident in later elaborations of the 

concept, e.g. Gibbon and Ponte (2005) specify that in its original understanding governance “examines 

relations of power as manifested in issues of driveness, asymmetrical ability to take, make or buy 

decisions and consequent asymmetrical flexibility to shift between partners. In this perspective, 

governance is what links the functional division of labor along a chain to a specific allocation of resources 

and distribution of gains” (italics added) (Gibbon & Ponte, 2005, p. 83). It should be noted that both 

Gibbon & Ponte’s and Gereffi’s definitions refer to governance when understood as driving. In fact 

three different understandings of the concept have emerged: governance as driving, as coordination 

and as normalization (Gibbon, et al., 2008). But for the purpose of this thesis, governance is 

understood as driving, primarily due to this understanding of the concept’s close relations with value 

distribution. 

 

When governance is understood as driving, firms within the GVC are considered the GVC’s driving 

force. The firms “driving” the chain are the so called lead firms (as mentioned in the above). Because 

governance is closely associated with value distribution, lead firms’ status is likely to be reflected in 

this node generating the largest share of the value added. In example, roasters are identified as lead 

firms in the literature on the coffee GVC and are also responsible for the largest proportion of value 

added (Talbot, 2004; Daviron & Ponte, 2005; Gibbon & Ponte, 2005). Thus, the GVC approach to value 

is clearly different from standard economic theory based on the idea of perfect competition and prices 

as being determined solely by supply and demand (Daviron & Ponte, 2005, p. 256). However it should 

be noted that even when governance is understood as driving, there is much more to governance than 

value distribution. For instance roasters, the lead firms in the coffee GVC, are considered to practice 

“hands-off” governance, as they tend to leave the responsibility for the day-to-day management of the 
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GVC to traders while still retaining control over which activities to keep in-house (Gibbon & Ponte, 

2005, p. 116)6. More generally, an important part of governance is strategy and intent (Ponte & 

Sturgeon, 2013), which cannot be derived only by analyzing value. 

 

The importance of governance for value distribution is a reflection of the general emphasis placed on 

governance in the GVC approach (Humphrey & Schmitz, 2001 ). The previously mentioned study by 

Keane indicates that the importance of governance may be transferred to external shocks. In 

particular, Keane (2012) found that the producers in different GVCs were differently affected by the 

GFC depending on the governance structures of the chain they participated in. Thus there is basis for 

transferring the importance of governance for value distribution to external shocks. 

 

As evident from the above, governance is an important determinant for general value distribution e.g. 

roasters’ share of value added is in general larger than other nodes’, which is believed to reflect their 

lead firm status (Daviron & Ponte, 2005; Talbot, 2004). By transferring this logic to the effects of an 

external shock and related changes value distribution, I derive the following hypothesis:  

 

Hypothesis 3 (H3): In the event of an external shock governance by lead firms means that changes  to 

value distribution are likely to benefit these firms.  

Examining this hypothesis will in particular contribute to answering the theoretical question of the 

appropriateness of the GVC approach for studying external shocks. Specifically, it transfers the 

importance that the GVC approach places on governance in general to the context of value distribution 

and external shocks. Examining this hypothesis will thus give indications on the appropriateness of the 

GVC approach for studying external shocks. When analyzing the effect of governance through value 

distribution, as in this hypothesis, governance is seen as more market based than if it was e.g. 

understood as normalization, where focus would more likely have been on whether the GFC cause lead 

firms to change the standards in coffee production. 

Since neither value distribution nor the role of governance in value distribution have been studied in 

the context of external shocks the hypothesis is neither empirically nor theoretical proven. While 

changes to value distribution resulting from structural change have been studied short term changes 

to value distribution have not. For instance, Daviron and Ponte conclude that value distribution has 

                                                             
6 Gereffi distinguishes between buyer-driven and producer-driven GVCs based on whether lead firms are buyers 
or producers (Gereffi, 1994). In the coffee GVC this distinction does not necessarily apply because roasters are 
both buyers of green coffee and conduct some of the processing (Talbot, 2004). But the main issue is that 
roasters are considered lead firms exercising active governance in the coffee GVC 
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shifted in favor of consuming country actors as a result of the structural development that “consumers 

pay proportionally less for the material attributes of coffee quality, and more for their symbolic and in-

person service attributes – including branding, packaging, consumption ambience and sustainability 

content” (Daviron & Ponte, 2005, p. 204). Talbot, who has analyzed long term changes to value 

distribution, also focuses on structural changes such as the collapse of the ICA. Hence, no studies on 

value distribution within the GVC literature have focused on the mechanisms at work during external 

shocks, such as the price shock to coffee prices induced by the GFC.  

To sum up, the GVC approach has provided valuable insights on how to understand and analyze the 

effects of an external shock. However, because studies of external shocks in GVCs are extremely 

limited and because studies of the effects of these shocks on different GVC nodes are even scarcer, 

there is a need for supplementary literature. In particular, insights on how to study price changes in 

different GVC nodes and explanations for these changes, besides governance, would be valuable. For 

this purpose price transmission theory is particularly useful. Thus, the next section will account for 

key concepts in price transmission theory, which can supplement the GVC approach.  

2.2. PRICE TRANSMISSION (PT) THEORY  
This thesis applies a strand within price transmission (PT) theory focusing specifically on vertical 

price transmission in agricultural markets. Vertical price transmission in agricultural markets 

characterizes price relationships “by the magnitude, speed and nature of the adjustments through the 

supply chain to market shocks that are generated at different levels of the marketing process” (Vavra 

& Goodwin, 2005, p. 5). Thus, the theory, just as the GVC approach, is concerned with vertical trade 

relationships. This is clear when “different levels of the marketing process” is substituted with 

“different nodes of the value chain”. However, unlike the GVC approach, PT theory is highly focused on 

how a price shock in one node of the chain effect prices in other nodes. Thus PT theory is highly 

relevant for a price shock, such as the one induced by the GFC in the coffee GVC. Exactly how PT theory 

can contribute to the GVC approach will be accounted for in the last section of this chapter. First the 

key concepts and findings from the PT literature will be discussed. 

 

The focus of PT theory is asymmetric price transmission, which refers to a situation when the prices at 

different levels of the chain respond differently to a price shock, either in terms of the timing or the 

magnitude of the changes (Peltzman, 2000). Meaning if the world price7 for coffee changes and retail 

prices either change less or later than the change in world prices, this will be denoted asymmetric 

price transmission. When the effect of a price shock for some nodes “lags behind” the initial price 

                                                             
7 The price green coffee is traded at (see chapter 4) 
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shock the term used is “time lag” (Hansen, 2012). For instance, Worako et. al found that Ethiopian 

grower prices for green coffee responded by a 45 pct. change relative to the world price increase after 

6 months and by a change of 64 pct. after 12 months (2008, p. 505). 

According to PT literature there are a number of reasons, why asymmetric price transmission might 

occur. One reason is the “farmer’s-share-of-the-retail-food-dollar”. This is the price of a given 

agricultural raw material as a proportion of the final price paid by the consumer (Hansen, 2011, p. 10). 

It can explain asymmetric price transmission, because if the price of the agricultural raw material 

makes up a relatively small share of the final price, then a change to the raw material price should not 

lead to an equal relative change in the retail price (ibid.). E.g. a 10 pct. increase in the price of green 

coffee beans will, all other things equal, not lead to a 10 pct. increase in the price of roasted coffee, 

because the green coffee price is only one of many components of the retail price (Daviron & Ponte, 

2005).  

Other common explanations for asymmetric price transmission are: the size of the shock, government 

intervention, currency fluctuations, and market power. Specifically, a relatively small price shock may 

not be transmitted to other nodes in the chain e.g. because there are often costs associated with 

changing prices (Vavra & Goodwin, 2005; Subervie, 2011). Government intervention, especially 

intervention focused at stabilizing prices, can obviously have the effect that prices in one node do not 

respond perfectly to changes in other nodes (Meyer & Cramon-Taubadel, 2004). Currency fluctuations 

can affect price transmission since prices, for comparability reasons, have to be denoted in the same 

currency (Worako, et al., 2008, p. 496). Therefore a price change does not necessarily reflect an active 

change in prices by relevant actors e.g. retailers (ibid.). Market power is also used as an explanation of 

asymmetric PT due to a (not always empirically documented) belief that agents with market power 

use this power “to capture welfare, and profits, for themselves, rather than behave in a competitive 

manner and allow price signals to pass up and down the chain unmolested” (Vavra & Goodwin, 2005, 

p. 8). 

 

Of the reasons above market power and currency fluctuations are the only ones used to explain why 

prices at some nodes might respond differently to positive and negative price shocks (Meyer & 

Cramon-Taubadel, 2004). An example is a study by Subervie (2011), who found that coffee grower 

prices8 respond faster to decreases in world prices than to increases. She proposed that this could be 

the result of uncompetitive behavior of middlemen in coffee producing countries (ibid.). In addition 

prices may also respond differently to negative and positive shocks if the exchange rate developments 

                                                             
8 In India, El Salvador and Colombia. 
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during the two shocks are different i.e. currency fluctuations may account for what appears to be 

different responses by actors with market power. The implications of this and the insights in the above 

are now placed in a GVC context. 

2.3 PRICE TRANSMISSION THEORY IN A GVC CONTEXT  
The main contribution of PT theory, when answering the research question, is that it can provide 

insights on how to analyze the hypotheses and how to interpret the findings of this analysis. In 

particular, contributions of PT theory can be used to enhance the understanding and further the 

analysis with respect to vulnerability, value distribution and governance during the GFC (or any 

external price shocks). Since the answer to the research question will be based on analyses of the 

hypotheses, insights from PT theory are valuable. The PT literature predominantly focuses on 

statistical documentation of price asymmetries. However, in this thesis the concepts and findings of 

these studies will be applied to contribute to the understanding of vulnerability, value distribution and 

governance.  

PT literature analyzes the responsiveness of prices in different nodes in a GVC e.g. how responsive 

grower prices are to a change in the world price for coffee (e.g. Krivonos 2004). How responsive prices 

in a given node are to a shock to world prices clearly influences their vulnerability to the shock. In the 

context of the shock induced by the GFC to world prices of coffee, an important aspect of the 

vulnerability of different nodes will thus be the magnitude and the speed with which prices in different 

nodes respond to this shock. Therefore, combining the GVC approach with PT theory gives insights on 

how to understand vulnerability at different GVC nodes – at least in terms of prices. On a more 

practical level, it calls for attention to time lags. For instance, vulnerability may not become instantly 

apparent if it takes prices paid to coffee growers several months to respond to a shock to world prices. 

By transferring this to a GVC context I derive the insight that:   

Insight 1 (I1): Due to time lags, vulnerability of a GVC node may become evident at a delay compared to 

the initial shock.   

PT theory does not directly consider value distribution. However, the argument of this thesis is that it 

can contribute to understanding value distribution during a price shock. This is based on value 

distribution being largely determined by the prices received in different nodes and PT theory focusing 

on factors affecting the responsiveness of prices in different nodes of a chain. In particular, asymmetric 

PT could lead to different degrees of responsiveness to a price shock in different GVC nodes, which 

would translate into a change of value distribution. An example is that if a negative price shock is fully 

transmitted to the coffee grower price, but not to retail prices, then value distribution during the shock 

will change in favor of retailers.  
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Thus, on a practical level, time lags may also affect value distribution. By transferring the notion of 

time lags to value distribution I derive the insights that: 

Insight 2 (I2): Time lags may account for a temporary change in value distribution and may explain what 

appears to be an uneven distribution between GVC nodes of the consequences of an external shock. 

This insight could only be made by combining the GVC approach and PT literature. The GVC approach, 

when not supplemented by this insight considers value distribution as far more static. This is evident 

by studies of value distribution primarily being focused at one point in time or at yearly basis (Daviron 

& Ponte, 2005; Talbot, 2004; Fitter & Kaplinsky, 2001). 

According to PT theory, a number of other factors can lead to asymmetric price transmission and 

therefore influence value distribution. As mentioned above, these are in particular “farmer’s-share- of-

retail-dollar”, size of the shock, currency fluctuations, and government intervention and market power. 

These factors will primarily be considered when analyzing the influence of governance on value 

distribution during the GFC. When transferred to a GVC context these factors, together with the 

concept of time lags, bring the insight that non-governance related factors can influence value 

distribution during a price shock. On this basis Insight 3 is derived: 

Insight 3 (I3): A variety of factors may explain the distribution of consequences in a GVC during an 

external shock. 

Thus, PT theory can contribute to the GVC approach by acting as a counterweight to the heavy 

emphasis on the role of governance on value distribution. This is despite the fact that PT theory does 

not deal directly with neither value distribution nor governance. Thus deriving Insight 3 required a 

combination of PT theory and the GVC approach. 

Even though PT theory does not deal directly with governance one of the explanations for asymmetric 

PT is related to governance, namely market power. When governance is understood as driving and 

used to study value distribution then market power and governance are closely related. The 

connection is indicated by lead firms, such as roasters in the coffee GVC, often being located in nodes of 

the GVC with high market concentration. Thus, market power in PT theory and governance in the GVC 

approach are similar in the sense that both are linked to market concentration. Both also require that 

the power that potentially comes from concentration is used actively – otherwise it is not considered 

governance or market power.  
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Furthermore, both market power in PT theory and governance in the GVC approach are used to cover 

the idea that relatively powerful actors will benefit most from their participation in trade. For PT 

theory this is based on the belief that agents with market power “are pricing in a manner to capture 

welfare, and profits, for themselves, rather than behave in a competitive manner and allow price 

signals to pass up and down the chain unmolested” (Vavra & Goodwin, 2005, p. 8). In the GVC 

approach the effect of governance is on general value distribution. When transferred to an external 

shock an indication that lead firms “avoid passing price signals up and down the chain unmolested” 

could be an indication of governance affecting value distribution during an external shock. In other 

words, an indication that market power plays a role in value distribution during an external shock 

would support the idea that governance influenced value distribution. PT theory has a more specific, 

though still indirect, measure of market power than the GVC approach does for governance (Meyer & 

Cramon-Taubadel, 2004). Specifically, according to PT theory, market power is one of the only 

explanations for findings of prices responsiveness being different depending on the nature of the 

shock (ibid.). In value distribution terms market power and currency fluctuations offer some of the 

only explanations that changes to value distribution being different depending on whether an external 

shock leads to a positive or negative price shock. Based on this I derive a last insight from 

supplementing the GVC approach with PT theory:  

 

Insight 4 (I4): A difference in the changes to the value added of lead firms depending on whether a  price 

shock is positive or negative can be an indication of governance. 

The connection between governance and market power when studying value distribution is also 

underlined by Gibbon et. al (2008). They raise the question of whether studies on value distribution 

are “still dealing with chain governance and its effects, as opposed to a type of corporate governance 

on the one hand (cf. Palpacuer, 2008) and classical market power on the other?” (Gibbon, et al., 2008, 

p. 332). “. This underlines the difficulty in separating market power and governance in studies of value 

distribution. In particular intend and strategy, which are important aspects of governance (Ponte & 

Sturgeon, 2013), are impossible to derive from a quantitative analysis, such as the one conducted in 

this thesis. The only distinction that can be made in the context of this thesis’ analysis is that market 

power in PT theory can be exercised by any relatively powerful node, where as governance in the GVC 

approach (when governance is driving) is exercised only by lead firms.  

2.3 SUB-CONCLUSION 
The GVC approach contributes with valuable insight for this thesis as it is a way to understand the risk 

associated with the interconnectedness of global trade such as the vulnerability associated with GVC 

participation. Furthermore, the concept of value distribution deals directly with prices and is therefore 
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relevant for studying a price shock like the one induced by the GFC for coffee. It also draws attention to 

the potential role of governance in external shocks. Thus, by using the GVC approach a number of 

hypotheses regarding the effects of an external shock on GVC nodes have been derived. Since the GVC 

literature tends to focus on structural and internal issues, rather than dynamic external shocks, PT 

theory was needed as a supplement. By applying PT theory it was possible to generate new insights on 

vulnerability, value distribution and governance. These insights will in particular be relevant for the 

operationalization of the hypotheses. The application of this combination of the GVC approach and PT 

theory in the analysis of the hypotheses will in addition to answering the research question of this 

thesis be relevant for assessing the usefulness of this combination for studying external shocks. 

3. METHODOLOGY 
This chapter accounts for the methodological reflections behind this thesis. First the research 

approach is presented. As part of this presentation the hypotheses generated in the above are 

operationalized i.e. the relevant variables for measuring the concepts in the hypotheses are identified. 

Subsequently, the method chosen for examining these variables is accounted for. Finally the data 

which is used to measure the variables is presented. Throughout the chapter assessments of the 

applied methodology’s fulfillment of scientific criteria are conducted when relevant. 

3.1 THE RESEARCH APPROACH 
This thesis applies a deductive research approach. A deductive approach is used when developing 

hypotheses based on existing literature and theory (Saunders, et al., 2007). This approach is chosen 

because the examination of each of the hypotheses generated in chapter 2 can contribute to answering 

this thesis’ research question. In particular an examination of H1 leads to an analysis of the 

vulnerability of different nodes in the coffee GVC, which is one aspect of the effects of the GFC on 

different actors in the coffee GVC. By studying the distribution GFC’s effects another aspect is 

uncovered and H2 discussed. Lastly H3 focuses the analysis on the importance of governance for value 

distribution during the GFC, which is particularly interesting for the theoretical question of the 

applicability of the GVC approach for studying the effects of external shocks. Furthermore the 

examinations of the hypotheses all contribute to the discussion of this thesis theoretical approach 

(chapter 7) and thus to answering this thesis theoretical questions. The insights gained by analyzing 

the hypotheses are thus interesting their own right, unlike in a positivistic approach to hypothesis 

analysis where the focus is whether the hypotheses are supported or not.  But first the hypotheses 

have to be operationalized.   

3.1.1 OPERATIONALIZATION OF HYPOTHESES  
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Operationalization is the translation of theoretical concepts into empirically measurable units - 

variables (Andersen, 2008, p. 78). In the following the variables that are used to analyze the 

hypotheses in the context of the GFC in the coffee GVC are defined.  

Hypothesis 1(H1): Participation in GVCs, in addition to benefits due to participation in world trade, also 

leads to vulnerability to external shocks for the actors involved. 

As the research question is focused on the coffee GVC and the GFC, participation in GVCs is 

participation in the coffee GVC and the external shock is the GFC. Thus the central theoretical concept, 

which needs to be operationalized in order to analyze this hypothesis, is vulnerability. Vulnerability 

can be defined as “a high susceptibility to loss from negative shocks resulting from a system’s 

exposure, internal conditions, and risk management” (The World Bank, 2013, p. 61). However this 

thesis will only measure the vulnerability arising from a “system’s exposure to the shock”, which in 

this context is the exposure of different GVC nodes to the price shock induced by the GFC. The two 

other components of vulnerability, internal conditions and risk management, are considered not 

measured as it is beyond the scope of this thesis’ macro-level analysis. Only considering two of the 

components of vulnerability decreases the validity of measurement9 for this hypothesis. 

To measure exposure to the GFC the responsiveness of prices paid for coffee at different nodes to the 

decrease in world prices is analyzed. Thus, the development of prices paid for coffee at different nodes 

in the GVC will be compared to the relative development of the world price for coffee. This measure of 

vulnerability is inspired by Price Transmission (PT) literature, which normally uses the 

responsiveness of prices as an indicator of the efficiency of markets. A consideration for this analysis is 

whether there appears to be time lags between the changes to world prices and changes of prices at a 

given note, as this according to Insight 110 this may delay vulnerability. The focus on price 

developments is consistent with traditional economic analysis of vulnerability which has tended focus 

on economic risks such as price variability (Alwang, et al., 2001, p. 4).  

To sum up, the key variable for measuring vulnerability is price developments at the different GVC 

nodes. Therefore a given node is considered vulnerable if 1) prices are responsive to the GFC induced 

shock to world prices (indicating high exposure) and 2) the internal conditions and risk management 

tools available to the actors in the given nodes do not indicate that capacity to cope with this exposure 

significantly reduces vulnerability. The more nodes that are found to be vulnerable the higher are the 

                                                             
9 Consistency between the variables of measurement and the theoretical concepts they claim to measure 
(Andersen, et al., 2010) 
10 Insight 1; due to time lags vulnerability of a GVC node may become evident at a delay compared to the initial 
shock.   
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support of H1. A weakness of this measurement is that it does not include a threshold or a comparative 

element e.g. whether vulnerability is higher for actors participating in GVCs than for those actors 

which do not. However, it is still possible that the hypothesis will not (or only partially) be supported. 

E.g. if the prices paid for the coffee at some of the nodes in the GVC were unaffected by the GFC. 

Concluding based on this measurement requires that the GFC is actually the cause of the changes to the 

prices analyzed; otherwise it would decrease the internal validity11 of the analysis. To ensure this a 

combination of price developments and monthly ICO reports are applied in the first part of the 

analysis, which identifies the effects of the GFC on the coffee GFC. Thereby especially the onset of the 

GFC for coffee is considered to be relatively certain. However because prices are a composite of many 

factors it is uncertain exactly to what extent a price change can be attributed to the GFC. This 

uncertainty is even bigger when one considers that prices might have increased if not for the GFC and 

thus that a decrease in the price of 50 US cents per pound (lb) might actually be a 60 cent loss. Internal 

validity is therefore considered to be medium. I consider this as sufficient because this thesis on a 

broader level aims to analyze the distribution of the effects of external shocks in GVC. Thus the most 

crucial aspect is that the GFC induced a price shock and not the extent to which the related price 

changes can be directly attributed to the GFC. The same considerations apply for the remaining 

hypotheses, where internal validity in terms of the GFC causing the changes to the variables analyzed 

is also considered sufficient. 

H2: External shocks will not affect all actors in a GVC equally.  

The primary concept which needs to be operationalized for this hypothesis is “affect”. Since the focus 

of this thesis is trade effects of the GFC “affect” will be defined in economic terms, just as for H1. 

Another similarity between the two hypotheses is that it has to be considered whether there appears 

to be time lags between the changes to world prices and the price changes at the given node. But for 

H2 this is due to Insight 2 that: “Time lags may account for a temporary change in value distribution 

and thus may explain what appears to be an uneven distribution between GVC nodes of the 

consequences of an external shock”. The main difference between the two hypotheses is that H1 

analyzes effects on different nodes by comparing during the GFC with before, whereas H2 focuses on 

the effects on the different nodes relative to each other. Therefore, H1 is supported if prices in the 

different nodes are affected at all, where as H2 is only supported if the nodes are differently affected. 

Due to this difference the measurement of H2 is also be different from H1. In particular, value 

distribution is the key variable for this analysis.   

                                                             
11 Correct specification of casual relationships (Andersen, et al., 2010) 
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Value distribution is considered the appropriate variable, as it focuses on the relative distribution of 

value added in the GVC, and thus on whether the different nodes have been equally affected in relative 

terms by the GFC. In other words if value distribution changes the different nodes in the coffee GVC 

have not been equally affected and H2 is supported. The focus on value added is limited measure of 

economic effects as it only covers prices received and not on the income levels of the actors as such. 

Given the delimitation of the thesis that the focus is on economic effects this is the biggest issue for 

validity of measurement of H2. The implications are accounted for in section 3.3.  

Hypothesis 3 (H3): In the event of an external shock governance by lead firms means that changes to 

value distribution will benefit these firms.   

The most crucial concept to operationalize in H3 is governance. A key feature of governance that 

distinguish it from i.e. market power is intend and strategy. Measuring the intentions and strategy of 

lead firms is beyond the scope of this thesis. Instead the development of lead firms’ value added will be 

used as an indirect measure of governance.  

 

The development of lead firms’ share of value added will first be analyzed assuming the premise of the 

hypotheses is correct i.e. that the effect of governance on value distribution can be indirectly measured 

by whether the value added of lead firms increases. Thus, if it increases it indicates that governance 

impacted value distribution and if it not it indicates that it did not. However based on insights from PT 

other factors could have impacted value distribution during the GFC, these are: time lags, size of the 

shock, currency fluctuations and government intervention12. Therefore the analysis of H3 includes 

controls of whether these intervening factors affected value distribution in a manner which reduced or 

increased lead firms’ share of value added, thereby decreasing the extent to which changes in their 

value added during the GFC can be attributed to governance. The specific methods for these controls 

are accounted for as they are conducted in the analysis.  

Another way of controlling whether changes to value distribution can in fact be attributed to 

governance is evident from Insight 4: “A difference in the changes to the value added of lead firms 

depending on whether a price shock is positive or negative can be an indication of governance”. Thus it 

is analyzed whether the change in lead firms’ value added was different during the recovery of prices 

than during the GFC. If it was different then it increases the validity of attributing changes in lead 

firms’' value added during the GFC to governance. Thus, if 1) the value added of lead firms increases 

                                                             
12 Based on Insight 2: “Time lags may account for a temporary change in value distribution and may explain what 
appears to be an uneven distribution between GVC nodes of the consequences of an external shock” and Insight 
3: “variety of factors may explain the distribution of consequences in a GVC during an external shock”. 
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and 2) all these controls indicate that development of lead firms value added during the GFC can be 

attributed to governance, then H3 is supported. 

Analyzing this hypothesis requires identification of the lead firms in coffee GVC. As accounted for in 

the section 3.1.3 there is general consensus within the GVC literature that roasters are the lead firms in 

the coffee GVC. Thus for the purpose of this thesis it is be assumed that roasters are lead firms. 

However, one reservation has to be made in this respect since value distribution is one of the markers 

used to identify roasters as lead firms. Using the large share of value added of roasters to identify them 

as lead firms and then using their large share of value added as an indication that governance is 

important for value distribution would clearly not be a correct specification of causal relationships. 

However, value distribution is only one out of many markers that has led to the identification of 

roasters as lead firms in the coffee GVC. In addition it is not the initial value distribution, but the 

changes to the initial value distribution which are analyzed in this thesis. Internal validity is therefore 

maintained. 

To sum up, the development of value added of roasters is the primary measure of this hypothesis. if 

value added of roasters increased during the GFC then H3 is partly supported. To be completely 

supported the applied controls has to support the assumption that the change to lead firms’ value 

added during the GFC can be attributed to governance. However because governance is only indirectly 

measured the analysis can only support that governance do (or do not) effect value distribution during 

an external shock, not prove it.   

3.2 THE RESEARCH METHOD: A DYNAMIC TIME SERIES STUDY 
In order to analyze how the variables identified in the above (prices and value distribution) were 

affected by the GFC a dynamic time series study is applied. Time series studies are useful for analyses 

where time is a crucial factor (Andersen, 2008, p. 115). Time is indeed a crucial factor in this thesis 

since the GFC is defined as a time period. The standard way of conducting time series analysis is a 

statistical analysis focused on the correlation between prices and the GFC (Abott, 2004, p. 33). In this 

thesis the focus is a relatively short period of time and multiple time series (price developments at 

multiple GVC nodes) and it is therefore more appropriate to study the exact developments rather than 

the correlations between the variables and the GFC. Therefore the method of times series studies is in 

this thesis applied by illustrating and commenting on the development of prices and value 

distribution. In particular for value distribution the analysis is conducted as multiple sequential value 

distribution studies.    

A dynamic time series study can be viewed in contrast to a case study like the one conducted by 

Daviron and Ponte (2005) of the Ugandan-Italian coffee GVC for coffee consumed in bars. A case study 
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has the advantage of enabling a greater level of detail and less reliance on existing quantitative data. 

However, since the time dimension is crucial in this thesis a time series study is the most appropriate. 

In addition, a case study can be problematic when tracing a past event, which occurred over a 

relatively short period of time. Furthermore the variables all relate to prices, which make a time series 

study possible. Lastly a case study would focus on the particular rather than the general, and this 

thesis aims to cover as large a part of the participants in the coffee GVC as possible.   

3.3 EMPIRICS  
The variables used to measure the concepts of the hypotheses are all related to prices. Thus 

quantitative data is the primary type of data applied in this thesis, and the focus of this section. 

However, for the background section and some parts of the analysis qualitative data is used. Thus the 

use of qualitative data will be elaborated in the last part of this section.  

3.3.1 QUANTITATIVE DATA 
The primary source of quantitative data is the International Coffee Organization (ICO). Specifically, 

their coffee market database, which is based on ICO members’ monthly reports. The database covers 

the majority of world coffee trade as 1) the ICO producing country members are responsible for 94 pct. 

of the world production and 2) the ICO importing country members are responsible for 73 pct. of 

world consumption (ICO, 2014a; ICO, 2012). Part of the collected data is directly available on the ICO 

website. However not all the data required for this thesis is publically available and customized excel 

sheets were therefore generated by the ICO with monthly data on: 

 Grower prices in producing countries by coffee type in US cents per lb (appendix B and C)  

 Export volumes and values of green coffee by origin and coffee type in USD per 60-kilo bag 

(appendix D – G, M and N) 

 Import volumes and values of green coffee by destination in USD per 60-kilo bags (appendix H, 

I and L) 

 Retail prices in importing countries of roasted coffee in US cents per lb (appendix J) 

The main disadvantage of using ICO data is that the generation of these data by the ICO turned out to 

be a timely process and the raw data was only available a few months before the thesis deadline. But 

the datasheets are crucial for the thesis because standard data on the coffee market is only available 

on an annual basis, whereas the customized datasheets enables tracing price developments on a 

monthly basis. This is necessary as the GFC effect on coffee price was confined to some months of 

2008/09 and thus annual data would have been of limited use.  
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By using ICO data this thesis covers a large sample of the traditional coffee GVC i.e. green coffee 

exported by producing countries and sold as roasted coffee in retailers of importing countries13. Data 

from some ICO member countries had to be excluded as it was not available for the entire period 

studied. Nevertheless, the analysis still covers 82 pct. of ICO producing country members’ exports of 

green coffee and 68 pct. of importing members’ imports of green coffee14. Based on this high coverage 

generalizability with respect to other parts of the traditional coffee GVC is considered high. 

Generalizability to the parts of the coffee GVC beyond the traditional coffee GVC, e.g. soluble coffee, 

specialty coffee and coffee consumed in producing countries is on the other hand limited. The answer 

to the research question, as accounted for in the delimitations do therefore not cover these parts of the 

coffee GVC.  

The reliability of the ICO data is high and it is the main authoritative source of trade and price data for 

coffee. This is evident from both GVC and PT studies on prices in the coffee GVC which, when using 

extracts from databases, apply ICO data (Talbot, 2004; Fitter & Kaplinsky, 2001; Krivonos, 2004; 

Subervie, 2011). While the data is collected from many different countries and complete consistency in 

the method for data gathering cannot be assured, the data is considered reliable as it is subject to 

quality assurance by the ICOs statistics division. Furthermore the reliability of this thesis’ findings is 

enhanced by most of the analysis being based on global averages of price data reported by 24 

importing countries and 21 producing countries. This means that monthly average prices are normally 

based on between 24 and 26 observations15 (appendix B - J). Thus even if the reported numbers from 

some countries are not precise the effects on the global average and thereby the reliability16 of findings 

is limited. However it should be noted that grower prices (appendix B and C) have been criticized by 

Newman and Bawargi (2009) for not reflecting the price that any grower actually receive for their 

coffee. Nevertheless, when analyzing developments globally ICO grower prices are the best estimate of 

the average prices received by growers in producing countries. 

Use of the quantitative data 
The following sections will account for how the data described in the above is applied to analyze the 

general effects of the GFC on the coffee GVC and trade data in the section 4. As well as to measure the 

two variables defined in the operationalization of the hypotheses (price developments and value 

distribution).  

                                                             
13 Section 4 
14 Calculations based on appendix L, M and N.  
15 Because some producing countries report both Arabica and Robusta prices (see appendix B – C). Thus, when a 
price average only covers Robusta or Arabica coffee the number of observations is naturally smaller. 
16 Whether repeated measurement of the same phenomenon would lead to the same results (Andersen, et al., 
2010) 
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Trade data in the background section and general trade effects  
The effects of the GFC on the coffee GVC in general has to be analyzed before a more detailed analysis 

of how this affected the different nodes in the coffee GVC. This is thus the focus of the first part of the 

analysis. Since the focus of this thesis is on trade effects the analysis focuses on whether the volumes 

and values of coffee trade were affected by the GFC. The choice of data for analyzing trade volumes and 

values accounted are also applied in the background section when trade data is cited. 

The analyzed volumes are the total volumes of green Robusta and Arabica coffee exported by 

producing countries. All of the globally coffee traded in the traditional coffee chain is Arabica or 

Robusta coffee (ICO, 2014b). Import volumes and values could also have been applied as a measure - 

the most important aspect of this choice is consistency, and thus export volumes are chosen. This was 

part of the data were provided by the ICO (see appendix D, E, M and N). For the purpose of analyzing 

general trends in the volumes of traded coffee it is not necessary to exclude any of the data from 

producing countries, which is why the data in appendix M and N are included in this analysis.  

For the analysis of trade values the choice is between unit export values and ICO indicator prices. 

Indicator prices is considered more appropriate for the purpose of this analysis, because they are 

published daily and used by actors in the coffee GVC to trace the development of coffee prices. The 

indicator prices represent “quoted in the market for coffee that is more or less immediately available” 

and can be considered the “world price” for coffee (ITC, 2011, p. 10).  They are based on quotations of 

traders in importing markets. Thus analyzing indicator prices enables an analysis of how changes in 

the “world prices” as observed by commentators and participants in the coffee GVC affects the prices 

at different nodes in the chain. Furthermore indicator prices have the advantage that they, unlike the 

export unit price for coffee, are not directly affected by exported volumes – in other words by 

analyzing indicator prices rather than export unit prices volumes and values can be considered 

separately.  

 

To sum up when analyzing the general trade effects of the GFC on the coffee GVC the development of 

total export volumes are applied when analyzing the effects on traded volumes and ICO indicator 

prices are applied for analyzing the effects on trade values.  

 
Price developments 
Price developments are the variable used to measure the support for H1. This thesis analyses grower 

prices, export unit prices, import unit prices and retail prices based on the datasheets from ICO 

(appendix B – J). These prices, which are as disaggregated as possible, are unfortunately not sufficient 
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to trace the development of prices at all nodes in the traditional coffee GVC17. Nodes where price 

received are not available will not be covered.  

Price data is reported to the ICO in national currencies and converted into USD by the ICO using 

monthly average exchange rates. The prices are kept in USD for the purposes of this thesis, since the 

analysis focuses on how responsive prices at different nodes are to changes in the world price, and not 

exchange rate developments. Furthermore a common currency is needed to calculate the global 

average price at different nodes. Using a common currency implies the assumption of a perfect 

exchange rate transmission or in the words of Krivonos “that the changes in the countries’ exchange 

rates immediately translate into changes in domestic prices in local currencies, so that the price of 

coffee in US dollars in unaffected by currency fluctuations”(ibid.). Deviations from this assumption in 

the real world, which is bound to be there, mean that the actual affects on the different nodes in the 

coffee GVC may be bigger/smaller than indicated by this thesis. However, the assumption is necessary 

and consistent with both other PT and value distribution studies (Worako, et al., 2008; Krivonos, 2004; 

Daviron & Ponte, 2005; Talbot, 2004). In this thesis one deviation from this assumption is made when 

controlling currency fluctuations in the analysis of H3. As coffee is traded and the world price is 

quoted in USD this is the appropriate choice for a common currency.   

All prices are reported on country level and the prices analyzed are global averages. These averages 

are calculated as running weighted averages based on the trade volumes of the included countries. 

That the weights are running means that the weight applied to the prices from a given country 

depends on the volume of coffee traded in a given month. Using running weighted averages ensures 

that it reflects the average prices of the coffee traded in a given month.  

The connection between the price data and the nodes covered by this thesis is illustrated in figure 3.1.  

Figure 3.1 Link between prices and nodes in the coffee GVC 

 
 
 
The data on grower prices is available by origin and by type of coffee (Robusta or Arabica) (appendix B 

and C). These are by definition the prices received by growers. Export and import unit prices are not 

reported directly but calculated by dividing the total reported value of coffee exported (imported) by 

the total reported volumes of coffee exported (imported) (see appendix D – I). Only export volumes 

                                                             
17 As described in section 4. 
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and values are divided by type of coffee (Robusta and Arabica) and thus it is only up to the point of 

export that the analysis will differentiate between types of coffee. Export unit prices are the prices 

received by middlemen in producing countries. Finally retail prices of roasted coffee are the prices 

received by importing country actors (appendix J). “Importing country actors” in reality covers 

retailers, roasters and intermediaries in importing countries e.g. international traders (see section 4). 

Retailers and roasters are responsible for the majority of the value added generated in importing 

countries is distributed between these two nodes (Daviron & Ponte, 2005). Furthermore international 

traders also generate part their profits in producing countries. Therefore importing country actors in 

this thesis is assumed to cover roasters and retailers. 

Value distribution 
Value distribution is the variable used to measure the support for H2 and a specific part of value 

distribution (value added of lead firms) is used to measure H3. Value can be measured in many ways, 

but only two ways have been used to present value distribution of the entire coffee GVC. These 

methods have been used by Talbot (2004) and Daviron and Ponte (2005) in their respective studies of 

the coffee GVC. This thesis applies Talbot’s method in which value distribution is measured based on 

prices paid for the coffee at different nodes (Talbot, 2004). Daviron and Ponte’s approach is a field 

study and does therefore not lend itself well to time series studies (Daviron & Ponte, 2005).  

Using Talbot’s method implies that price data is essential when value distribution is the variable. 

However, the calculations and their presentation are different from the direct analysis of price 

developments. More specifically, because value distribution focuses on the share of final retail price 

the value added of the different nodes is calculated. The link between the value added of the different 

nodes and the price data is illustrated in figure 3.2. 

Figure 3.2 Link between prices and value added of nodes in the coffee GVC 

 
 

Consistent with Talbot’s method the value added of the GVC nodes is the price paid for the coffee at the 

given node minus the price paid at the previous node. Being the first node in the chain growers’ value 

added is grower prices. The difference between grower prices and export unit prices is related to 

middlemen in producing countries. The difference between export unit prices and import unit prices is 

weight loss and transport costs. It should be noted that part of this difference may be explained by the 
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coffee covered in terms of producer and export prices18  not necessarily being the same as the coffee 

covered by import and retail prices. However, because of the high coverage of the trade in all parts of 

the coffee GVC the effect of this will be marginal. Furthermore because this difference cannot be 

related to specific actors it is not subject to direct analysis in this thesis. The difference between 

import unit prices and retail prices is related to importing country actors. When calculating this 

difference the weight loss of coffee beans during the roasting process is accounted for using Talbot’s 

solution of multiplying import unit prices by 1,1919 (ICO, 2010b; Talbot, 2004).  

It should be noted that data on value distribution would ideally measure the distribution of profits in 

the coffee GVC (Kaplinsky & Morris, 2002; Gibbon, et al., 2008). However, there is insufficient data for 

such an analysis, as data on profits of roasters and retailers are often not divided by product and not 

publically available on a monthly basis. Data on the development growers’ and middlemen’s profits is 

not available at all. Instead two important aspects of profits which are not part of the analysis of value 

distribution, costs and volumes, will therefore be considered even though the effects of these aspects 

cannot be measured. Thus, as previously mentioned, the inability to measure income decreases the 

validity of measurement of both H2 and H3.  

3.3.2 QUALITATIVE DATA 
Qualitative data is applied in the background section of this thesis and some specific parts of the 

analysis. In particular secondary qualitative data is used in the analysis for specific points where 

quantitative data falls short. E.g. the identification of time period where the GFC affected coffee prices 

is partly based on ICO market reports. ICO market reports are chosen for this purpose as they are the 

only monthly accounts of developments in the coffee market. Furthermore, when considering the two 

components of vulnerability in H1 “internal conditions” and “risk management” this is based on other 

academic studies of these.  

The background section on the processes and actors in the coffee GVC is primarily based on qualitative 

secondary data. In particular, the ICO’s accounts of the coffee sector on their webpage and the 

International Trade Centers guide: “The Coffee Exporters Guide 2013”, which aims to provide: 

“neutral, hands-on information about the mechanics of trade in green coffee” (ITC, 2011, p. 3). These 

are some of the only non-academic sources which describe the coffee GVC without reference to a 

specific company. In addition the reliability of both these accounts is considered high as the ICO is an 

authoritative source on coffee information and the ICT guide was compiled by industry experts, 

companies and institutions (ibid). However, because neither includes a detailed description of the role 

                                                             
18 The coffee exported by producing countries is not divided by destination. 
19 The amount of green beans ICO estimated roasters need to produce one pound of roasted coffee (ICO, 2010b). 
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of traders, the accounts of their activities were partly based on the main international traders own 

accounts.  

4. BACKGROUND: THE COFFEE GVC AND THE COFFEE MARKET 

The following chapter outlines general information about the coffee GVC and the coffee market. An 

understanding of the coffee GVC is essential for analyzing the effects of the GFC. Thus the first part of 

this chapter presents the process of getting from coffee cherry to coffee cup and the main actors 

involved in this process. Subsequently the coffee chain and market anno 2007 - the context in which 

the GFC struck global trade in 2008 - is presented. 

4.1 THE COFFEE GVC AND THE PROCESS OF GETTING FROM BEAN TO CUP 
Being a tropical commodity20 coffee is in general grown and harvested in developing countries, and 

consumed in developed countries. This is evident as producing countries in 2007 was responsible for 

less than 30 pct. of global consumption and Brazil, was responsible for almost half21. There is thus a 

clear distinction between producing and importing countries. The exact process from production to 

consumption and the actors involved differs between types of coffee and countries. The following 

presents a general and simplified picture of the process in the traditional coffee GVC starting from the 

planting of coffee trees to the final sale of roasted coffee to consumers by retailers. 

The first step is the planting of coffee trees by growers. All of the globally coffee traded in the 

traditional coffee chain is produced by coffee trees producing cherries for Arabica or Robusta coffee 

(ICO, 2014b). Arabica coffee is associated with better quality coffee is harder to grow and less resistant 

to disease than Robusta (ibid). After planting, the tree is nurtured by the grower for three to four years 

before the coffee cherries can be picked (ibid.). Because hand-picking rather than mechanical picking 

of the cherries is normally the most efficient method this part of the process tends to be carried out by 

small-scale growers (ibid).  

After picking, the beans inside the coffee cherry must be separated from the rest of the cherry, either 

through a wet or a dry process. The process chosen depends on the type of bean and the desired 

quality, but the end result of both processes is green coffee beans. The growers or the owners of a 

bigger plant are normally responsible for this part of the process (Talbot, 2002; Fitter & Kaplinsky, 

2001; Daviron & Ponte, 2005).  

                                                             
20 A commodity, which grows optimally in a tropical climate. In addition Talbot notes that tropical commodities 
also share other features, such as: a production process which cannot meaningfully be mechanized and need of 
preliminary processing soon after harvest (Talbot 2002, p. 39) 
21 The calculations based on ICO 2010a and 2012 
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As a last step before export the green beans are processed at a special plant where they are hulled, 

cleaned, sorted and graded (ITC, 2011, p. 189; ICO, 2014b). They are then ready for export. In the 

traditional coffee GVC international traders handle most of coffee exports and the connection to 

roasters in importing countries. It should be noted that international traders are sometimes involved 

further upstream in the primary processing of the coffee beans e.g. they sometimes own the special 

plant for hulling, cleaning, sorting and grading (ECOM, 2014; Volcafe, 2014; Neumann Kaffee Gruppe, 

2014). 

When the beans reach importing countries the final stages of processing are conducted by roasters. 

They blend, roast, grind22 and pack the coffee (ICO, 2014b). The coffee is then sold to retailers, who sell 

the coffee to consumers. However, many of the larger supermarket chains have private labels. For 

these brands retailers are engaged with the processes further upstream. Based on the above the 

process of getting from “bean to cup” and the main actors’ involved in this is illustrated in figure 4.1: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
                                                             
22 If the coffee beans are not sold as whole beans 
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Figure 4.1: The coffee value chain of roasted coffee sold by retailers– processes and actors 

 

4.2 THE COFFEE MARKET ANNO 2007 
Previously the coffee market and its prices were highly regulated by state policies in producing 

countries and by the International Coffee Agreement (ICA). The first ICA was signed in 1962 with one 

of the main objectives being to secure “adequate supplies of coffee to consumers and markets for 

coffee to producers at stable prices” and “to alleviate the serious hardship caused by burdensome 

surpluses and excessive fluctuations in the prices of coffee” (UN, 1963, p. 170). The main tool for this 

was export quotas.  But in 1989 the ICA collapsed and no new agreement on quotas has been reached. 

On a national level many producing countries in the ICA-period also had a number of price 
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stabilization schemes and/or state control of coffee production e.g. state owned marketing boards. 

Throughout the 1990s producing countries fully or partly liberalized and deregulated their coffee 

markets (CFC , 2000). The abandoning of state/international price control systems has naturally led to 

a decrease in the power of states over coffee markets. Especially producing countries are believed to 

have lost power because the largest actors in the coffee chain are now importing country 

multinationals (Talbot, 2002). 

The structure of the coffee market is often used as an illustration of the abovementioned shift in power 

away from producing countries (Talbot, 2002; Ponte, 2002). More specifically the coffee chain anno 

2007 was characterized by high concentration at the level of traders and roasters. At trader level the 

two largest traders (Neumann Kaffe Group and Volcafé) handled approximately 30 pct. of world trade 

in 2006 and the four other largest traders 25 pct.23 (Newman, 2009). At roaster level the four largest 

roasters in 2007 were responsible for approximately 40 pct. of the global coffee trade (figure 4.2). The 

concentration at national markets where even higher e.g. Folger with 5 pct. of the global market had a 

28 pct. market share in the US  (MarketLine, 2014). However, in 2007 a rising market for specialty 

coffee presented a threat to the market power of international traders as did the increased use of 

private labels by big supermarket chains (private labels were in 2007 responsible for 9 pct of the 

coffee market, see figure 4.3). However, large roasters also sold and still sells certified and/or specialty 

coffee. At the retail level market concentration was also relatively high at national level in many 

countries in 2007 (Stiegert & Kim, 2009). 

Figure 4.2: Global market shares of roasters by volume (2007) 

Ref: MarketLine (2014) 
Notes: In 2011 Sara Lee separated its international coffee and tea business, which is today known as “D.E. Master 
Blenders.” The year after Kraft spun of its North American grocery business and changed corporate name to 
Mondeléz.  

 

                                                             
23 Data on the concentration of traders in 2007 is not available. 
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Thus, the coffee GVC was highly concentrated in the nodes of importing countries in 2007, but in 

producing countries it was relatively fragmented as approximately 90 pct. of the coffee produced in 

2007 was produced by small scale coffee farmers (ICO, 2007). Furthermore the number of coffee 

producing countries remains large in the post-ICA era with production taking place in more than 70 

countries (ICO, 2014b). The main producing countries in 2007 (Brazil, Vietnam and Colombia) were 

responsible for approximately 62 pct. of the global export of green coffee (UNCTAD, 2007; UN 

comtrade, 2014)24. Africa as a region was only responsible for approximately 11 pct. of world exports 

in 200724, yet many African countries were highly dependent on coffee export earnings in 2007. In 

example approximately 17 pct. of Uganda’s and 32 pct. of Ethiopia’s export earnings in 2007 came 

from coffee (UNCTAD, 2007; UN comtrade, 2014).  

 

Prices anno 2007 
Two general features about prices of coffee have to be noted in order to understand the development 

of coffee prices during the GFC. First, world prices for coffee are very volatile. As for many other 

commodities volatility is believed to be an inherent feature in coffee prices, as they are extremely 

vulnerable to supply shocks e.g. due to crops sensitivity to the climate (ECF, 2006). Lastly, in 

developed markets both the price and the income elasticity for coffee are very low. Thus, changes in 

the price of coffee or the income of consumers whether negative or positive have limited or no effect 

on the amount of coffee consumption in these markets (Meyn & Kennan, 2009, p. 17; ICO, 2004b)25.   

The development of the world price for coffee in the years up to the GFC is illustrated in figure 4.3. The 

world price is an indication of the price that green coffee is purchased at when it arrives in importing 

countries (3.3 Empirics): 

                                                             
24 Calculations based on appendix D, E, L, M and N. 
25 These features do not necessarily apply to the specialty coffee sector 
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Figure 4.3: World price for coffee, 1997 – 2007

 
Notes: Monthly averages of the ICO composite indicator price. 
Ref: (ICO, 1999; ICO, 2009f) 

 
Before the collapse of the ICA prices were generally higher than the prices illustrated in the figure 

above (UNCTAD, 2008). But, as illustrated by figure 4.3, even in a current context the world price for 

coffee was extremely low from 2000 – 2004. In this period, known as the ‘coffee crisis’, the prices were 

so low for such a sustained period of time that many growers were unable to cover their costs and 

therefore abandoned the coffee business (ICO, 2003). This period of low prices were caused by 

oversupply, as especially Vietnam increased their production (UNCTAD, 2008, p. 15). However, in 

2005 production started to decrease at the same time as consumption started to increase hence world 

prices began to recover (ibid.). Between 2004 and 2007 world consumption increased from 120 

million bags to 129 million, which was not matched by an equivalent rise in production (ICO, 2007; 

ICO, 2012). Prices were thus ‘booming’ in 2007 and ICO concluded that there was reason for 

“optimism for the future of coffee prices” (ICO, 2007, p. 5). It was in this context the GFC hit the global 

economy in 2008.  

5. THE GLOBAL FINANCIAL CRISIS AND THE EFFECTS ON THE COFFEE 

GVC 
In this section this thesis theoretical framework is applied to gain a comprehensive understanding of 

how the external shock of the GFC affected the different nodes in the coffee GVC. The analysis is 

divided into four parts. The first part identifies the general effects of the GFC on the coffee GVC. It thus 

serves as a necessary background on which to analyze how these effects affected different nodes in the 
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coffee GVC. The question of the effects on the different nodes is covered by the last three sections of 

the analysis. The second part focuses on the vulnerability of different nodes in the coffee GVC and 

discusses the implications of this for H1. Another aspect of the effects, the equality of their 

distribution, is covered by the third section, which is related to H2. Finally, the more theoretically 

interesting question of whether governance influenced the distribution of the effects of the GFC is 

uncovered and the support for H3 discussed. 

5.1 THE GFC AND THE COFFEE GVC: A PRICE SHOCK 
When the GFC began to affect the real economy, it had dramatic consequences for global trade in 

general as it collapsed in the 3rd quarter of 2008 (OECD, 2013, p. 245).  Hence, the question for this 

part of the analysis is whether the coffee GVC in general was affected by this “great trade collapse”. For 

this purpose the following analyzes the development of volumes and then values of traded coffee. In 

GVC terms coffee trade is the point where the nodes located in producing countries connect with 

nodes located in importing countries. Thus the analysis can be viewed as an analysis of how this 

connection changed during the GFC. More specifically, the focus will be on: how, how much and when 

the connection changed.  

5.1.1 THE GFC’S LIMITED EFFECT ON VOLUMES OF COFFEE TRADED 
The effect on the volume of coffee traded of the “great trade collapse” is measured by the development 

in the total volume of exported green coffee illustrated in Figure 5.1.  

Figure 5.1: Volume of green coffee exports 2008 – 2009 (60-kilo bags) 

 
Source: Customized datasheets from the ICO as presented in appendix M and N. 
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As indicated by figure 5.1 export volumes of Robusta coffee decreased in both October and November 

2008 consistent with the timing of the great trade collapse (the 3rd quarter of 2008). The volumes of 

exported Arabica coffee were relatively stable in this period (appendix M and N). However, because 

export volumes are highly dependent on production, which in turn is dependent on harvesting 

seasons, trade levels should be compared with the levels of previous years. Exports of Robusta coffee 

were 15 pct. lower in October 2008 than in October 2007 and 7 pct. lower for November 2008 than in 

2007 (appendix M and N). However in December 2008 the GFC no longer have exerted downwards 

pressure on export levels of Robusta as they reached a level higher than before the GFC and 

significantly higher than December 2007 (ibid). Thus, while the GFC had some effects on the volumes 

of Robusta exports traded it quickly recovered, and in general the effects of the GFC in terms of 

volumes traded were limited. 

5.1.2 THE EFFECT OF THE GFC ON VALUES OF COFFEE TRADED 
The development of the world prices of coffee measure how the value of traded coffee changed during 

the GFC. Figure 5.2 illustrates the development in world prices for Robusta and Arabica coffee. The 

figure also illustrates the composite indicator price, which is a weighted average of Robusta and 

Arabica prices and will hereafter be referred to as the “average world price” (see section 3.3).  

Figure 5.2: World price for coffee by type, 2008 - 2009

 
Note: Monthly average prices. Monthly average prices for Arabica are own calculations based on the three main 
types of Arabica coffee. They are calculating by applying the weights used by ICO in the period (Columbian Milds: 
23 pct., Other Milds: 46 pct. and Brazilian Naturals: 31 pct) (ICO, 2002). 
Source: ICO 2009 (see appendix A). 
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As illustrated in figure 5.2 coffee prices in the beginning of 2008 continued the booming trend from 

previous years. The prices of both Arabica and Robusta coffee then declined slightly in July and August 

2008 and sharply in September 2008. This was reflected in a decrease of the average world price of 

coffee from 131,14 US cents per lb in August 2008 to 126,69 US cents in September 2008 (appendix A). 

Based on this decline the ICO concluded that “the crisis in the global financial markets is having a 

direct effect on commodities in general, including coffee, despite the fact that the coffee supply and 

demand fundamentals remain unchanged” (ICO, 2008b, p. 1). Based on the development of prices as 

indicated by the figure and this assessment by the ICO this thesis therefore considers September 2008 

as the month where the GFC began affecting the coffee GVC. This is substantiated by the timing of the 

decline coinciding with the start of the GFC impact on both general trade and trade in commodities 

(OECD, 2013; UNCTAD, 2010b). 

The average world price of coffee reached its bottom during the crisis in December 2008 where the 

average price was 103,60 US cents per lb (appendix A). This represented a decrease in price levels of 

more than 21 pct. in four months (ibid.). The average world price of coffee increased in January, 

February and March 2009 as a result of small increases in Arabica prices26 (appendix A). However 

these price increases only led to a slightly higher price level than in December 2008. The downwards 

trend of average world price was only definitively reversed in April 2009 - 9 months after the GFC had 

begun to impact coffee prices. The increase was due to an increase in the world price of Arabica coffee. 

Thus, the average world price and Arabica prices were affected by the GFC until April 2009 (ICO, 

2009d) and appendix A). The increase in the world price of Arabica coffee can mainly be attributed to 

a poor harvest of one type of Arabica coffee beans, Columbian Milds, which caused an upwards 

pressure on Arabica prices in general (ICO, 2009b). Thus, a supply shock rather than the end of the 

GFC led to the end of the GFC having any measurable impact on Arabica prices. 

For Robusta the story was different. In the beginning of the GFC’s effect on coffee prices, Robusta 

prices showed signs of resilience as they increased in November 2008 (appendix A). However they 

declined again immediately after, in December 2008, and did not begin to increase until August 2009. 

The prices then increased slightly for two consecutive months before declining again in October 2009 

(ibid.). Since this decline can primarily be attributed to an unexpectedly large harvest of Robusta 

coffee in Vietnam (ICO, 2009c) the GFC is considered to have “ended” for Robusta coffee in August 

2009.  

                                                             
26 The majority of coffee traded is Arabica coffee. Therefore the prices of Arabica coffee have a high weighting in 
the composite indicator price (referred to as the world price for green coffee) (appendix A). 
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To sum up, the GFCs effect on Arabica prices “ended” in April 2009 and for Robusta prices in August 

200927. It is counterintuitive that the prices of Robusta coffee, which is considered low quality coffee, 

were affected the most by the GFC, since the standard analysis is that the GFC had the biggest effects 

on quality goods. However, this can be explained by the fact that supply conditions, such as a relatively 

low supply of Arabica coffee from January 2009 and onwards, have a big impact on coffee prices.  

Interestingly, the sharp decrease in coffee prices induced by the GFC occurred without any changes in 

neither the supply nor the demand for coffee (ICO, 2008b). Thus unlike other shocks in the coffee GVC, 

it did not come from a change in the volume of coffee produced, and unlike shocks to many other GVCs 

during the GFC it was not because of a decrease in demand for the final product (OECD, 2013). It is on 

this basis that the GFCs effects on coffee prices is considered a shock to the “trade” node i.e. a shock to 

the point between exports from producing countries and imports to importing countries.  

5.1.3 SUB-CONCLUSION: A GFC INDUCED PRICE SHOCK  
The main effect on the coffee GVC of “the great trade collapse” caused by the GFC was a significant 

decrease in the world price for coffee. More specifically, a break with the upwards trends in coffee 

prices occurred in September 2008. The strong downward pressure on prices ended in April 2009 for 

Arabica and in August 2009 for Robusta. When prices were at their lowest the GFC had caused a price 

decrease of 18,5 pct. for Arabica and 36,3 pct. for Robusta. This price shock cannot be labeled a supply 

or demand shock as the GFC did not cause a change to neither of these. Rather the effect of the GFC on 

the coffee GVC came through the “trade” node. i.e. the point between exports from producing countries 

and imports to importing countries. It is thus this decrease in world prices, which in the following is 

discussed, in terms of how it affected the different nodes in the coffee GVC. 

5.2 VULNERABILITY AND GVC PARTICIPATION: VULNERABILITY OF DIFFERENT GVC NODES TO 

THE GFC  
The following focuses on the vulnerability of growers, middlemen in producing countries and 

importing country actors to the GFC induced price shock. Thereby it uncovers one aspect of the effects 

of the GFC on different nodes in the coffee GVC. With the aim of measuring vulnerability the 

responsiveness of prices paid for coffee at the different nodes to the decrease of world prices is 

analyzed. This measure of vulnerability is inspired by price transmission (PT) theory, which normally 

uses the responsiveness of prices as an indicator of the efficiency of markets. In addition the ability of 

actors to cope with decreases in the prices paid for their coffee is considered based on their 

dependency on income from coffee, their income levels and the risk management tools at their 

                                                             
27 The end of the GFC for the purpose of this thesis is thus the point in time where coffee trade began to be more 
affected by other factors than the GFC, as evident by both an increase in the price of traded coffee and events 
identified in ICO’s monthly reports. The GFC may of course still have had an impact on prices after this point just 
as other factors may have also affected the prices before the end of the GFC.  



42 
 

disposal. Thus, all three components of vulnerability as defined in methodology is analyzed i.e. 

exposure to the shock (responsiveness of prices), internal conditions (income levels and dependency 

on income from coffee) and risk management (risk management tools available).  

The section proceeds with three separate analyses of respectively growers’, middlemen’s’ and 

importing country actors’ vulnerability. Each section first covers the exposure to the GFC through an 

analysis of responsiveness of prices and then considers internal conditions and risk management. 

Finally these three analyses are discussed jointly with focus on their implications for H1: 

“Participation in GVCs, in addition to benefits due to participation in world trade, also leads to 

vulnerability to external shocks for the actors involved”. 

5.2.1 VULNERABILITY OF GROWERS 
  
Figure 5.3: The coffee GVC and prices - focus on grower prices 

 

 

Figure 5.3 indicates the focus of the analysis in this section, the vulnerability of growers. In addition it 

illustrates that the primary measure of growers’ vulnerability for the purpose of this thesis is the 

responsiveness of grower prices28.  

Exposure to the shock: Development of prices  

Figure 5.4 illustrates the development of the world price for coffee compared to grower prices.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                             
28 See the above and section 3.  
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Figure 5.4: Monthly prices paid to growers 2008 – 2009 (index)   

 
Notes: *) Grower prices are the weighted average of grower prices in included ICO producing member countries 
(see appendix B and C). The average is weighted using own calculations based on volumes of exports of green 
coffee in each country (see appendix D and E). Grower prices are converted from national currencies to US cents 
per pound by the ICO using prevailing exchange rates. Prices are in current terms, and presented as index prices 
based on own calculations. **) The time period is defined in section 5.1 
Source: ICO 2009 (see appendix A) and customized datasheets from the ICO as presented in appendix B, C, D and 
E. 

In the period before the GFC grower prices were positively affected by the increase in world prices, but 

the decreases that began in March/April 2008 also affected grower prices. This meant that in August 

2008, just before the GFC started to affect world prices, Arabica world prices were 5 pct. higher than in 

the beginning of the year, while grower prices were slightly lower than in January 2008 (appendix A 

and B). Robusta grower and world prices had both increased by 14 pct. between January 2008 and 

August 2008 (calculations based on appendix A and C). This was thus the state of grower price when 

the GFC began to affect world prices in September 2008.  

The substantial decrease in the world prices of coffee in September 2008 immediately affected grower 

prices, especially Robusta grower prices, which decreased from 95,6 US cents per lb in August to 89,5 

US cents per lb in September (appendix C). But the sharpest decrease in Robusta and Arabica grower 

prices was from September 2008 to October 2008, where the average grower price fell by 16,7 pct. 

(appendix B and C). This is consistent with the timing of the largest decreases in world prices. Thus in 

terms of grower prices during the GFC Insight 1, that “due to time lags, vulnerability of a GVC node 

may become evident at a delay”, does not apply.  
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Grower prices for both types of coffee continued to decrease until Arabica prices hit their bottom in 

December 2008. By that time the average grower price for Arabica had decreased by 20,8 pct. 

(appendix B). The GFC continued to impact both Robusta world prices and Robusta grower prices until 

August 2009. Therefore, Robusta grower prices did not hit their bottom during the GFC before July 

2009. By then they had lost more than 34 pct. of their value (appendix C). In comparison world prices 

at their lowest had decreased by 18 pct. for Arabica and 36 pct. for Robusta (appendix A).  

To sum up, the effects of the GFC on grower prices were both full and immediate, and growers were 

thus highly exposed to the price shock induced by the GFC.  

 

Internal conditions and risk management 
Before concluding on the vulnerability of growers their internal conditions (income levels and 

dependency on income from coffee) and risk management is considered. These two components of 

vulnerability provide an indication of growers’ ability to cope with the price shock that the above 

demonstrated they were highly exposed to. 

Internal conditions increased vulnerability of growers as income levels are low for most coffee 

growers in the traditional coffee GVC (Talbot, 2004; Daviron & Ponte, 2005). This increased their 

vulnerability because the low income levels means that even small reductions in income may have a 

big impact on growers’ livelihood. Furthermore, their dependency on income from coffee increased 

growers’ vulnerability as most coffee growers do not have alternative sources of income (ICO, 2005; 

Bargawi & Newman, 2009). However, as Bargawi and Newman (2009) documented in their study on 

coffee growers in Tanzania there can be considerable differences between growers even within the 

same area of a country. In particular the wealthiest growers with other sources of income tend to be 

the least affected by decreases in the world price (ibid.). In other words the internal conditions and 

thus vulnerability may have varied between individual growers, but in general the internal conditions 

of growers are considered to have increased their vulnerability.  

Neither is the risk management tools available to growers’ likely to have increased their ability to cope 

with the GFC induced price shock. For poor growers the only choice may have been to cut back on 

household expenses such as food or school expenditure (Bargawi & Newman, 2009). To avoid 

reducing household expenses growers may also have chosen to cut down on variable cultivation costs, 

in particular fertilizers (ICO, 2008c). If this option was chosen it could have reduced future 

profitability. However, neither of these options actually manages the price risk, but merely deals with 

the impacts of the decrease in price.  
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There is one risk management option which could have decreased the impact of the GFC on growers: 

Coffee beans can be stored for several years, and therefore those Arabica growers, who had possibility 

and foresight, could have reduced the impact of the GFC by waiting until prices increased again to sell 

their coffee. However, Arabica grower prices only came near pre-GFC in May 2009, and it would thus 

have required a high degree of flexibility and foresight for growers to wait out the price decline. This 

option was not available at all to Robusta growers because Robusta prices remained at low levels even 

months after the GFC had ended. In general applying this risk management tool would require that 

growers were not dependent on immediate cash flows and were informed about current and 

prospective world price developments. Neither is likely to have been the case (Talbot, 2002). It is 

therefore unsurprising that Bargawi and Newman found that this option was not used by growers to 

cope with previous price decreases (Bargawi & Newman, 2009). No studies have been made on risk 

management tools actually applied in the context of the GFC and it is beyond the scope of this thesis to 

conduct such an analysis. But based on the risk management tools available to growers and Bargawi & 

Newman (2009) findings on tools used in the past, it seems unlikely that growers significantly reduced 

the impact of the GFC through risk management.  

To sum up, growers were highly vulnerable to the price shock induced by the GFC. Their exposure to 

the GFC was high as grower prices decreased considerably in response to the decrease world prices. 

Furthermore the income levels and dependency on income from coffee increased growers’ 

vulnerability and the risk management tools at their disposal did not limit vulnerability.  

5.2.2 VULNERABILITY OF MIDDLEMEN IN PRODUCING COUNTRIES  

Figure 5.5: The coffee GVC and prices – focus on prices of middlemen

 

Exposure to the shock: Development of prices 
For the purpose of this thesis middlemen are defined as all actors in between coffee growers and the 

point of export e.g. actors processing, transporting or selling the coffee for exports (section 4). The 

price that middlemen receive is therefore the export unit price, which, as indicated by figure 5.5, is the 

primary measure of their vulnerability. The development of export unit prices is related to the 

development of world prices in figure 5.6. 
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Figure 5.6: Monthly export unit prices 2008 – 2009 (index)  

 
Notes: *) Export prices are weighted average of export unit prices of each included ICO producing member 
countries (see appendix F and G). The export unit price is calculated through own calculations by dividing export 
values with export volumes followed by a conversion into US cents per lb. The average export unit price was 
weighted based on volumes of exports of green coffee in each country (see appendix D and E). Export values are 
converted from national currencies to US cents per pound by the ICO using prevailing exchange rates. Prices are 
in current terms and presented as index prices based on own calculations.**) The time period is defined in 
section 5.1 
Source: ICO 2009 (see appendix A) and customized datasheets from the ICO as presented in appendix D, E, F and 
G. 

As illustrated in figure 5.6 the prices of middlemen were positively affected by the increases in world 

prices in the beginning of 2008 and were not affected by the following decreases. This meant that 

export prices for Arabica in August 2008 were 7 pct. higher than in the beginning of the year 

(appendix F). Robusta export prices were 24 pct. higher (appendix G). Export prices received by 

middlemen were thus relatively high when the GFC began to affect world coffee prices in September 

2008. 

Export prices were only marginally affected by the initial decreases in the world prices in September 

2008. However, the sharp decrease of world prices from September to October 2008 also affected 

export prices. Meanwhile, both export prices of Robusta and Arabica coffee decreased proportionally 

less than world prices in the first three months of the GFC. Especially decreases in Robusta export 

prices were smaller than the decreases in the world price during September and October 2008. In 

addition, the export price of Robusta increased considerably more than world Robusta prices in 

November 2008. However from December 2008 the developments of the Robusta world and export 

prices began to follow each other closely. Thus, the effects of the GFC were in the end fully transmitted 
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to Robusta middlemen. Arabica export prices followed the main trend of developments in world prices 

during the entire period of the GFC, but the changes in export prices were smaller than in world prices. 

This is illustrated by the curve for Arabica export prices being relatively flat compared to the curve for 

world prices. Thus Arabica middlemen did not feel the full effects of the GFCs impact on world prices. 

Figure 5.6 demonstrates that while the development of export prices were not identical to the 

development of world prices figure, this was not due to time lags. This is e.g. indicated by the decrease 

of world prices from September to October 2009 having immediate impact on export prices. Thus, as 

for grower prices, Insight 129 does not apply.  

To sum up, both Robusta and Arabica middlemen were highly exposed to the price shock induced by 

the GFC. Robusta export prices did not fully reflect the decreases in world prices during the first 3 

months of the GFC induced price shock, and their exposure was therefore not high until after the first 

three months. During the entire price shock Arabica export prices decreased proportionally less than 

world prices meaning that Arabica middlemen was less exposed than Arabica growers during the 

entire GFC, but nevertheless highly exposed.   

Internal conditions and risk management 
The literature available on the risk management and internal conditions of middlemen in producing 

countries is unfortunately extremely limited as most literature focuses on growers. Therefore these 

components of middlemen vulnerability cannot be analyzed. 

To sum up, the vulnerability of middlemen was high as they were highly exposed to the GFC induced 

price shock. However their exposure was lower than that of growers in the first three months for 

Robusta middlemen and during the entire shock for Arabica middlemen. The effects of the two last 

components of vulnerability, internal conditions and risk management, could not be analyzed.  

5.2.3 VULNERABILITY OF IMPORTING COUNTRY ACTORS 

Figure 5.7: The coffee GVC and prices - focus on prices of importing country actors 

 

 
Exposure to the shock: Development of prices 
The price roasters receive when selling the coffee to retailers is not available Therefore roasters and 

retailers in importing countries are treated as one homogenous node when analyzing the vulnerability 

                                                             
29 Due to time lags, vulnerability of a GVC node may become evident at a delay compared to the initial shock 
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to prices. However, when considering their internal conditions and risk management tools roasters 

and retailers are considered separately. The retail price is, as illustrated by figure 5.7, the primary 

measure of importing actors’ vulnerability. The development of the retail price is illustrated in figure 

5.8:  

Figure 5.8: Monthly retail prices for roasted coffee 2008 – 2009 (index) 

 
Notes: *) The figure presents weighted average of retail prices for roasted coffee in each of the included ICO 
importing member countries (see appendix J). The prices have been weighted through own calculations based on 
volumes of imports of green coffee by each country (see appendix H). Retail prices were converted from national 
currencies to US cents per pound by the ICO using prevailing exchange rates. **) The world price is the ICO 
composite price, which covers both Robusta and Arabica prices (see appendix A). Prices are in current terms and 
presented as index prices based on own calculations. ***) The time period is defined in section 5.1 
Source: ICO 2009 (see appendix A) and customized datasheets from the ICO as presented in appendix H and J. 

As evident from figure 5.6 retail prices were affected by the decrease in the average world price in 

September 2008. As for world prices, the sharpest decrease in retail prices was from September to 

October 2008 where they decreased by 15 pct (appendix J). At their lowest point retail prices had lost 

18,7 pct. of their value before the GFC induced price shock (ibid.). In comparison the average world 

price of coffee decreased 21,0 pct. during the GFC. Thus, importing country actors were clearly 

exposed to the initial price shock caused by the GFC. During the GFC retail prices followed the general 

trend of world prices, but not as closely as grower and export prices did. This is not surprising given 

that the retail price consists of many components besides the cost of green coffee, whereas the cost of 

the actual coffee is a more significant determinant of grower and export prices (Daviron & Ponte, 

2005). As for grower and export prices there appears to have been no time lags between changes to 
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the world price and changes to the retail price during the GFC. Thus, Insight 1 that vulnerability may 

become evident with a delay due to time lags, does not apply.  

To sum up, importing country actors were highly exposed to the shock in world prices induced by the 

GFC.  

Risk management and internal conditions 
Before concluding on the vulnerability of importing country actors their internal conditions (income 

levels and dependency on income from coffee) and risk management are considered. In particular 

these two components provide an indication of importing country actors’ ability to cope with the price 

shock that the above demonstrated they were highly exposed to. With respect to both components it is 

beneficial to consider roasters and retailers separately as they can be different.  

The internal conditions of roasters are clearly different from producing country actors as the roasters 

dominating the market are big multinational companies (see section 4). In terms of income levels, the 

four major roasters made considerable profits30 in the years leading up to the GFC (Nestlé, 2008; J.M. 

Smucker Company, 2008; Kraft Food Inc., 2008; Sara Lee, 2009). These high income levels decreased 

their vulnerability to the GFC. In addition roasters’ dependency on income from coffee was limited by 

their diversified portfolio, which reduced their vulnerability. In example Nestlé’s product portfolio 

included products as diverse as ice cream, pharmaceutical product and pet food (Nestlé, 2008). In 

terms of risk management, a key tool for roasters is financial hedging (Nestlé, 2008; J.M. Smucker 

Company, 2008; Kraft Food Inc., 2008; Sara Lee, 2009). Financial hedging enables protection against 

short term changes in raw material prices. However, the key source of vulnerability for importing 

country actors during the GFC were decreases in retail prices, which roasters cannot hedge against. 

Thus risk management did not significantly affect the vulnerability of roasters to the GFC.  

Turning to retailers, the most important aspect in terms of internal conditions is that their dependency 

on income from coffee is the lowest in the entire coffee GVC. Specifically, retailers carry a wide variety 

of products, which decrease their vulnerability to developments in the coffee GVC. Their low 

dependency on income from coffee is also indicated by the phenomenon that retailers sometimes 

lower their coffee prices below the point of profitability in order to attract customers (Ponte, 2002). 

The other aspect of internal conditions, income level, is harder to evaluate because the profitability of 

retailers before the GFC varied considerably. However, the income levels of retail chains are likely to 

be larger than the income levels of most producing country actors. In terms of risk management both 

of the two major supermarket chains in Denmark (Dansk Supermarked and Coop) have stated that 

                                                             
30 Their profits refer to their entire profits, not only to their coffee related business, as it is their entire profit, 
which determines their vulnerability.  
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they tend to pass both price decreases and increases in the world market price for coffee on to 

consumers (Børsen, 2013; Politikken, 2011). Assuming that this strategy was applied by retailers in 

general it should limit retailers’ vulnerability to price shocks to the world price of coffee. However, 

since retail price decreased during the GFC this strategy actually made retailers more vulnerable. 

Whereas a strategy of maintaining stable price levels independently of the world price of coffee would 

have made them less vulnerable to the decreases during the GFC.  

To sum up, importing country actors were highly exposed to the shock in world prices induced by the 

GFC as retail prices were responsive to the shock.  On the other hand internal conditions of importing 

country actors’ are likely to have significantly reduced their vulnerability as their income levels were 

higher and dependency on income from coffee lower than producing country actors. 

5.2.4 DISCUSSION OF THE DEGREE OF SUPPORT FOR H1 
Hypothesis 1(H1): Participation in GVCs, in addition to benefits due to participation in world trade, also 

leads to vulnerability to external shocks for the actors involved 

Vulnerability is in this thesis defined as a combination of exposure to GFC, internal conditions and risk 

management. The analysis demonstrated that all nodes of the coffee GVC were exposed to effects of the 

GFC, as prices at all nodes were highly responsive to the shock to the world price. The high 

responsiveness of prices at all nodes is demonstrated in figure 5.9, which illustrates the 

responsiveness of prices in different nodes to the GFC induced price decreases in world prices of 18,5 

pct. for Arabica coffee, 36,3 pct. for Robusta and 21,0 pct. on average31.  

Figure 5.9: Effects of the GFC on prices at different nodes in the coffee GVC*  

 
Notes: The effects are calculated as the difference between the price in August 2008 and the lowest price of the 
given node during the GFC. 
Sources: Calculations based on customized datasheets from the ICO as presented in appendix B, C, F, G, I and J. 

                                                             
31 A weighted average of the Robusta and Arabica world price (see appendix A and section 3.3)  
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The high responsiveness of prices at all nodes supports the general proposition by Price Transmission 

(PT) literature that prices in post liberalization of coffee GVC market32 have become more responsive 

(Krivonos, 2004; Lee & Gómez, 2013; Subervie, 2011). However, given that the same literature has 

concluded that price asymmetries still exist in the coffee GVC it is surprising that prices at all nodes 

were this responsive both in terms of how much they changed and when i.e. none of the prices 

responded with a time lag to the GFC induced price shock. This is contrary to the findings of for 

example Alemu and Worako, who found that there was still a time lag in Ethiopian grower prices 

response world prices (Alemu & Worako, 2011, p. 505). 

The quick and full transmission of the decrease in world prices could be explained by the size of the 

shock. The larger the initial shock, the more likely are prices at other nodes to respond (Vavra & 

Goodwin, 2005), and the shock induced by the GFC represented a considerable decrease in world 

prices. Nevertheless it is in particular surprising that retail prices were as responsive as they were 

given that the demand for coffee is both income and price elastic, which should make retail prices 

more stable than prices at other nodes of the coffee GVC (see background). In addition the fact that 

there are many other components of retail prices besides the cost of coffee, should make them less 

responsive to changes in the world price of coffee (Hansen, 2011). Finally the limited literature on 

price transmission from coffee world prices to the retail prices found evidence that retail prices were 

unresponsive to world price changes (Shepherd, 2004; Bettendorf & Verboven, 1998). However, 

results are ambiguous as Lee and Gomez (2012) found that retail prices were responsive to world 

price changes post-liberalization of the world market. The reason for this responsiveness is 

considered in the analysis of H3.  

In addition to demonstrating that all nodes were responsive to the change in world prices figure 5.9 

also illustrates that the responsiveness of prices in the different nodes differed. In particular the prices 

of Robusta growers and middlemen were most affected. This does not indicate that Robusta prices in 

these nodes were more responsive to the shock than Arabica prices. It reflects that Robusta world 

prices decreased more during the GFC because where as a sudden decrease of coffee production in 

Columbia “ended” the GFC for Arabica, such a supply shock did not occur for Robusta. In fact both 

Robusta and Arabica grower prices were both highly responsive to the shock to world prices. Thus 

based on the analysis of exposure to the GFC all nodes were highly vulnerable, but growers and 

Robusta middlemen, were the most vulnerable nodes.  

                                                             
32 The abandonment of export quotas in the international market and liberalization of coffee markets in 
producing countries (see section 4.). 
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The consideration of the two last components of vulnerability, internal conditions and risk 

management, does not change this conclusion. But, growers’ internal conditions and their lack of risk 

management tools are likely to have made them more vulnerable than indicated by their exposure to 

the GFC and where as these components are likely to have made importing country actors less 

vulnerable. Nevertheless, importing country actors are still considered highly vulnerable based on 

their high exposure to the price shock.  

Thus, all nodes were vulnerable to the GFC and therefore H1 is strongly supported. However the 

support is with the reservation that measurements for internal conditions and risk management were 

not developed and the exact effect of these on the vulnerability of the nodes is difficult to evaluate. The 

analysis therefore demonstrates the need to develop a holistic measure of vulnerability in GVCs, which 

can also measure the effect of internal conditions and risk management. For this purpose further 

research in terms of a livelihood analysis would be beneficial. 

5.2.5 SUB-CONCLUSION: HIGH VULNERABILITY AT ALL NODES IN THE COFFEE GVC 
Growers, middlemen and importing country actors were all vulnerable to the price shock induced by 

the GFC. Thus, the analysis supports H1: “Participation in GVCs, in addition to benefits due to 

participation in world trade, also leads to vulnerability to external shocks for the actors involved”. The 

support for H1 is not surprising given that it has no threshold or comparative element. However, it 

was still possible that the analysis would not support H1 at least for some of the nodes e.g. if retail 

prices had been as unresponsive to changes in the world price as suggested by existing literature 

(Shepherd, 2004; Bettendorf & Verboven, 1998). For the broader question of the effects of the GFC on 

different actors in the GVC it is also important which nodes were the most vulnerable. The analysis 

indicates that this was growers of both Robusta and Arabica coffee, and after three months, also 

Robusta middlemen.  

5.3 EQUALITY IN DISTRIBUTION OF GFC EFFECTS 
This section focuses on whether the different nodes in the coffee GVC were equally affected by the GFC. 

The equality in the distribution of the effects is analyzed using value distribution as a measure. Value 

distribution focuses the analysis on the relative effects of the GFC on the different nodes. The section 

proceeds by an analysis of the value distribution in the coffee GVC during the GFC followed by a 

discussion of the implications of this analysis for H2: “External shocks will not affect all actors in a GVC 

equally”.  

5.3.1 CHANGES TO VALUE DISTRIBUTION DURING THE GFC 
Figure 5.10 illustrates development of value distribution in the coffee GVC developed on a monthly 

basis from 2008 – 2009. 
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Figure 5.10: Monthly development of value distribution, 2008 – 2009  

 
Notes: *) The time period is defined in section 5.1 
Source: Own calculations based on ICO customized datasheets the calculations are presented in appendix K.  
 

The first observation made from figure 5.10 is that the GFC did not fundamentally alter the value 

distribution in the coffee GVC. However value distribution was affected, as figure 5.10 otherwise would 

have consisted of straight, not curved, lines. In theory the analysis of value distribution should take 

time lags into account, because according to Insight 2: Time lags may account for a temporary change 

in value distribution and may explain what appears to be an uneven distribution between GVC nodes 

of the consequences of an external shock. However, because the vulnerability analysis did not identify 

any time lags, they are not considered to lead to a disturbance in this analysis of value distribution.  

With the purpose of engaging in a more detailed discussion on the developments of value distribution  

during the GFC table 5.1 focuses on value distribution during the GFC incl. the month prior to the GFC 

(August 2008) and after (April 2009). 

 
 
 
 
 
 
 
 
 

0% 

10% 

20% 

30% 

40% 

50% 

60% 

70% 

80% 

90% 

100% 

Growers Middlemen in producing countries 

Transport costs and weight loss Consuming country actors 

GFC* 



54 
 

 
Table 5.1: Value distribution during the GFC (US cents per lb and pct.)* 

 
Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 

Consuming 

country actors 

427,8 412,3 347,3 327,4 340,7 373,2 352,4 352,2 356,2 

                                

(73,6)  

                                

(73,0)  

                                

(70,5)  

                                

(69,2)  

                                

(69,3)  

                                

(73,0)  

                                

(72,3)  

                                

(72,4)  

                                

(73,2)  

Transport costs 

and weight loss 

30,5 27,6 25,5 28,6 48,3 41,2 36,5 37,9 35,1 

                                  

(5,2)  

                                  

(4,9) 

                                  

(5,2)  

                                  

(6,0)  

                                  

(9,8)  

                                  

(8,1) 

                                  

(7,5)  

                                  

(7,8)  

                                  

(7,2)  

Middlemen in 

producing 

countries 

17,8 20,8 33,5 32,0 23,0 13,4 14,0 14,1 10,8 

                                  

(3,1)  

                                  

(3,7)  

                                  

(6,8) 

                                  

(6,8) 

                                  

(4,7)  

                                  

(2,6)  

                                  

(2,9)  

                                  

(2,9)  

                                  

(2,2)  

Growers 

105,1 103,7 86,3 84,8 79,5 83,5 84,2 81,9 84,5 

                                

(18,1)  

                                

(18,4)  

                                

(17,5)  

                                

(17,9)  

                                

(16,2)  

                                

(16,3)  

                                

(17,3)  

                                

(16,9)  

                                

(17,4)  

Notes: *) Numbers in parentheses is value added in percentages 
Source: Own calculations based on ICO customized datasheets. The calculations are presented in appendix K 

 
The first observation made from table 5.1. is that all nodes’ share of value added was negatively 

affected by the GFC. This is evident by the numerical reduction in the shares of value added compared 

to in August 2008 (though for middlemen their share of value added to not decrease below their pre-

GFC levels before January 2009). 

With respect to the relative shares of value added table 5.1 demonstrates that the GFC initially had a 

positive impact on middlemen’s share of value added. In particular, middlemen in the producing 

countries more than doubled their share of value added from August to November 2008 from 3,1 pct. 

to 6,8 pct. This increase reflected that export prices were more stable than retail prices33 during the 

first three months of the GFC (appendix F and J). Relative shares’ of value added is a zero-sum game, 

meaning that the increase in middlemen’s share of value added necessarily led to decreases in the 

shares of other nodes. The increase in middlemen’s share of value added was primarily realized at the 

expense of the share of importing country actors, which from August to November 2008 decreased 

from 73,6 to 69,2 pct. (appendix K). In the same period growers’ share of value added decreased from 

18,1 pct. in August 2008 to 17,9 pct. in November 2008 (appendix K).  

Middlemen’s share of value added began to decrease in December 2008, but their share only fell below 

the level prior to the GFC in January 2009. Simultaneously growers’ shares of value added began to 

increase (appendix K). In January 2009 importing country actors also regained their share completely 

                                                             
33 The price “distributed” among nodes in this value distribution analysis. 



55 
 

(ibid). This meant that by April 2009, when the GFC’s effect on the average world coffee price was 

over, importing country actors had roughly the same share of value added as before (ibid). From 

February 2009 and during the rest of the GFC growers’ share of value added stabilized at around 17–

17,5 pct., which was thus slightly lower than before the GFC (ibid). Middlemen in producing countries, 

in spite of the increase at the beginning of the GFC, ended with a lower share of value added.  

To sum up, the development of value distribution changed during the GFC indicating that the effects 

were not equally distributed. The changes to value distribution were ambiguous as which nodes’ share 

of value added increased and which decreased shifted. While importing country actors’ share of value 

added was most affected in the beginning, they subsequently increased substantially and the exact 

opposite occurred for middlemen. The node with the most stable shares of the value added was 

growers. Thus, the analysis demonstrates that in terms of value distribution growers, when considered 

a homogenous group, were the least affected node. However before making any definite conclusion the 

effects of costs and volumes on value distribution have to be considered. 

5.3.2 VALUE DISTRIBUTION, COSTS AND VOLUMES 
Ideally value distribution would measure the distribution of profits in the coffee GVC (Kaplinsky & 

Morris, 2002; Gibbon, et al., 2008). However, as accounted for in section 3.3, there is insufficient data 

for such an analysis. Two important aspects of profits are costs and volumes. Therefore the following 

as an alternative considers the effect of these two elements on value distribution during the GFC. 

Costs 

For middlemen in producing countries and importing country actors a majority of their costs are 

analyzed by the calculations of the value distribution (and thus covered by the above). This is because 

the primary costs of middlemen and importing country actors are related to the costs of purchasing 

coffee from nodes further upstream the GVC i.e. for roasters the costs of purchasing coffee from 

traders and for middlemen the cost of purchasing from growers34. For middlemen this is indicated by 

their relatively low value added (see figure 5.11). Concretely, the value added of middlemen was 

during the GFC between 13,5 and 33,5 cents per lb and thus their other costs must have been much 

lower than the costs of purchasing the coffee from growers (between 81,9 and 103,7 cents per lb) - 

otherwise they would have been operating at a permanent loss (appendix K). For importing country 

actors the large share of their costs being the purchasing of green coffee is indicated by the following 

estimate from one of the major roasters, D.E Master Blenders “Green coffee accounts for around two-

thirds of our total costs” (D.E Master Blenders, 2013, p. 7). If this is assumed to be representative and 

considering that retailers do not process coffee and therefore have lower coffee related costs than 

                                                             
34 See section 4.  
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roasters, then clearly a large part of total costs at this node is purchasing green coffee. Thus for both 

these nodes cost analysis is to a significant extent covered by the previous part of this section.  

 
Figure 5.11: Monthly grower and export unit prices 2008 – 2009 (US cents per lb) 

 
Notes:  See calculations for grower prices in the notes of figure 5.2 (or appendix B and C), and for export unit 
prices in figure 5.4 (or appendix F and G). 
Source: Customized datasheets from the ICO as presented in appendix B, C, D, E, F and G. 

However, for growers cost analysis is not covered by analyzing value distribution based on value 

added as they are the ‘first’ node in the coffee GVC. Data on grower costs are not systematically 

collected and are not available on a monthly basis. However in an ICO study on production costs, data 

from five different producing countries were collected (ICO, 2010a). The data from Brazil is illustrated 

in table 5.235.  

 

 

 

 

 

 

 

                                                             
35 Brazil was chosen because it had the most detailed data in the study and was the only country reporting on 
both Robusta and Arabica costs. 
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Table 5.2: Production costs* in Brazil (US cents per lb) 
Type of costs Arabica production Robusta Production 

April 2007   
- April 2008 

April 2008  
 - April 2009 

April 2008  
 - April 2009 

April 2009  
 - April 2010 

Cultivation costs           70,3           72,6            37,5            35,1  

Post-Harvest 
expenses             0,5              0,4              0,4              9,4  

Financial expenses             1,4              1,5              2,6              2,1  

Depreciation           12,4            10,9              6,6              4,9  

Other Fixed costs 0,3 0,2 0,00 0,00 

Total costs 85,0 85,7 47,1 51,5 

Average grower 
price** 104,0 101,4 84,58 85,7 

Difference 
between costs and 
prices 19,0 15,7 37,5 34,2 

 

Based on table 5.2 it can be observed that the difference between grower cost and prices decreased 

during the GFC. However, the development of annual average grower prices conceals the considerable 

decreases during the GFC and annual averages may also cover considerable monthly variations in 

costs. In addition both developments only cover Brazil and the costs actually only covers part of Brazil. 

It is therefore useful to take note of ICO’s observation during the GFC that “current price levels are 

now below production costs in many countries” (ICO, 2008, p. 5). This comment in combination with 

the calculations in table 5.1 indicate that growers’ share of value added may have been more affected 

by the GFC than indicated by the analysis of value distribution.  

 

Volumes  

Considering the volumes handled by the different actors also qualifies the assessment of the 

distribution of the effects. When analyzing static value distribution the failure to account for volumes 

means that the value generated by growers is overstated, because they are often the nodes in the 

coffee GVC who sell the smallest volumes of coffee. This means that even though they receive a 

comparably high share of final value this is not indicative of a high income (Talbot, 2004, p. 185). Thus 

normally the failure to consider volumes lead to an overly positive presentation of grower conditions. 

Interestingly when analyzing changes to value distribution the failure to include volumes has the exact 

opposite effect: The larger the volumes of coffee that actors handle the larger are the effects of changes 

to their share of value added on their incomes. Thus considerations on volumes support the conclusion 

that middlemen and importing country actors were the most affected nodes in the coffee GVC during 

the GFC in terms of value distribution.     
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To sum up, the development of grower costs indicates that the GFC may have affected grower’s share 

of value added more than indicated by the value distribution analysis. On the other hand considering 

volumes means that the profits of importing country actors and middlemen declined more than what 

was indicated when strictly analyzing value distribution. Thus considering costs and volumes does not 

alter the initial conclusion based on value distribution, but it confirms that measuring changes in 

income could be an interesting subject for further research.  

5.3.3 DISCUSSION OF SUPPORT FOR H2 

Hypothesis 2 (H2): External shocks will not affect all actors in a GVC equally. 

The analysis supports H2 as the nodes in the coffee GVC were not equally affected by the GFC i.e. value 

distribution changed during the GFC. I largely based H2 on the idea that the more powerful actors in 

the coffee GVC would be less affected. However, the price shock induced by the GFC affected importing 

country actors’ and middlemen’s share of value added the most and growers’ shares the least. Since 

growers can hardly be considered the most powerful actors in the coffee GVC the premise on which H2 

was derived is not supported. 

H2 was based on findings from Talbot’s study of two Brazilian frosts and Daviron and Ponte’s study of 

the coffee crisis in the beginning of the millennium. One may therefore argue that the difference 

between the findings in this study and the findings of Talbot’s and Daviron & Ponte’s analysis is caused 

by different shocks having different effects on value distribution. However, since both Talbot’s and 

Daviron & Ponte’s analysis were focused on value distribution at a more structural level and not at the 

dynamics during a shock, it may also indicate that conclusions made on the basis of general value 

distribution should only be applied with caution to the context of an external shock.  

It should be noted that how these changes to value added effects the respectively middlemen and 

importing country actors is likely to be very different because  reducing value added from a high level 

of value added, such as the level of importing country actors, may have less effect on these actors, than 

the reduction from the low levels of middlemen.  

To sum up H2 is supported because the GFC affected the value distribution of the coffee GVC. However 

the premise of the hypothesis, that the changes to the distribution would favor the most powerful 

actors in the coffee GVC, was not supported as growers’ value added was the least affected.  

5.3.4 SUB-CONCLUSION: AN UNEQUAL DISTRIBUTION OF EFFECTS  
With the aim of measuring the distribution of risk from trade the above analyzed the development of 

value distribution during the GFC. Changes to value distribution were documented indicating that 
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effects of the GFC were not equally distributed. In particular the shares of value added of middlemen 

and importing country actors were affected the most, though at different points in time. Thus it was 

not the weakest actors in the coffee GVC that was the most affected in terms of value distribution.  

Combined with the shifts in who benefited in terms of shares of value added during the GFC this 

demonstrates the difficulty in predicting changes to value distribution in the context of an external 

shock. 

5.4 EXPLAINING THE DISTRIBUTION OF THE GFC EFFECTS: A ROLE FOR GOVERNANCE? 
Having concluded that the distribution of the Global Financial Crisis (GFC) effects where not equal – 

the next question is inevitably why?  Governance is in the GVC literature considered to be reflected in 

the value distribution of the coffee GVCs i.e. the lead firm status of roasters is reflected in roasters high 

share of the total value generated in the coffee GVC. In this manner value distribution is considered an 

indirect measure of governance.  

The aim of this section is to analyze whether governance also affected changes in value distribution 

during the GFC. For this purpose changes to the value added of importing country actors are analyzed 

(as roasters are part of this node)36. First changes to the value added of importing country actors are 

directly analyzed based on the idea that if roasters share of value added increase this is a reflection of 

governance influencing value distribution. Based on insights from Price Transmission (PT) theory it is 

however clear that other factors than governance may have affected value distribution in the coffee 

GVC during the GFC. Thus secondly these factors are analyzed to control for whether the changes to 

value added of importing country actors can be attributed to these factors rather than governance. A 

last control for intervening factors is conducted by comparing the development of importing country 

actors’ share of value added when prices were recovering to the development during the GFC.  

5.4.1 IMPORTING COUNTRY ACTORS’ SHARE OF VALUE ADDED DURING THE GFC 
In this section the changes to the value added of importing country actors is directly analyzed. The 

assumption is that changes to value distribution during the GFC, which are in favor of importing 

actors, can be interpreted as an indication of governance affecting value distribution. The development 

of importing country actors’ share of value added is illustrated in figure 5.11.  

 
 
 
 

                                                             
36 Because of lack of data the value added of lead firms (roasters) cannot be isolated. Thus for the purpose of this 
thesis the margins of retailers are assumed to be stable, meaning that lead firms share of value added would have 
followed the same trend as importing country actors. 
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Figure 5.11: Share of value added by importing country actors 2008 – 2009 (pct.) 

 
Notes: *) Value distribution is own calculations based on customized ICO data sheets as presented in appendix 

B,C, D, E, F, G, H, I and J. The method for the calculations is accounted for in 3.3 Empirics and in the notes to the 

figure in appendix K. Appendix K also presents value distribution both as numbers and pct.; **) The time period 

is defined in section 5.1; ***) The period where the average world price of green coffee was no longer affected by 

the GFC and on an upwards trend.   
Source:  ICO customized datasheets as presented in appendix B, C, D, E, F, G, H, I and J. The development of the 
value distribution and the calculations behind it is presented in appendix K.  

Importing country actors’ share of value added decreased during the first four months of the GFC from 

73,6 pct. in August to 69,3 pct. in December 2008 (appendix K). Thus the development of importing 

country actors’ value added in these months does not indicate that governance affected value 

distribution. In fact in this period it was middlemen’s value added which increased and they are by no 

means considered to be lead firms in the coffee GVC. However, in January 2009 importing country 

actors’ share of value added recovered and returned to the September 2008 level of 73 pct. (ibid.). In 

the last two months of the GFC the value added of importing country actors remained above 72 pct., 

and when the GFC’s impact on the world price for coffee had ended in April 2009 their share was at 

72,3 pct. – roughly the same as before the GFC (ibid.). This “recovery” of importing country actors’ 

share of value added during the last three months of the GFCs impact on coffee prices could be 

considered an indication of governance. However, a number of factors potentially affecting the 

development of importing country actors’ share of the value added have to be analyzed before any 

final conclusions can be made on the importance of governance during the GFC. 

5.4.2 OTHER FACTORS AND IMPORTING COUNTRY ACTORS’ VALUE ADDED 
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The analysis above assumed that changes to value added of lead firms only reflected governance i.e. 

when their value added increased it was considered an indication of governance and the other way 

around when it decreased. Based on insights from PT theory it is however clear that other factors than 

governance may have affected value distribution in the coffee GVC during the GFC. These factors are 

time lags37, farmer’s-share-of-the-retail-food-dollar, currency fluctuations, the size of the shock and 

government intervention38. The main purpose of this part of the analysis is to consider the extent to 

which these intervening factors affected value distribution in a manner which reduced or increased 

lead firms share of value added, thereby decreasing the extent to which changes value added during 

the GFC can be attributed to governance.  

Time lags  

As summarized in Insight 237 the differences between price changes at different nodes of the coffee 

GVC may create the impression of a change in value distribution. The relevant potential time lags in 

the vulnerability analysis were between world prices and retail prices. However for value distribution 

the relevant potential time lag is between import prices and retail prices as they are both important 

determinants of importing country actors share of value added. Thus the relative development of 

import and retail prices is illustrated in figure 5.12 

Figure 5.12: Monthly retail and import unit prices 2008 – 2009 (index) 

 

                                                             
37 Based on Insight 2: Time lags may account for a temporary change in value distribution and may explain what 
appears to be an uneven distribution between GVC nodes of the consequences of an external shock, 
38 The remaining factors are based on Insight 3: A variety of factors may explain the distribution of consequences 
in a GVC during an external shock. 
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Notes:  Calculations for retail prices is presented in the notes of figure 5.7 (or appendix J), and for import unit 
prices in figure 5.8 (or appendix I). The prices are in current terms and presented as indexes based on own 
calculations. 
Source: ICO 2009 (see appendix A) and customized datasheets from the ICO as presented in appendix H, I and J. 

As illustrated in figure 5.12 import prices and the retail prices developed according to similar trends 

but far from simultaneously during the GFC. The differences between the development of the prices 

during the GFC does not appear to be due to time lags, as the only apparent time lag is in January 2009, 

where retail prices top a month later than import prices. This causes an increase in value added of 

importing country actors’ which is slightly higher in January 2009 than in the following months 

(appendix K). But this is the only discernible time lag during the GFC. Thus, time lags appear to have 

had limited effect on importing country actors’ value added during the GFC.   

Farmer’s-share-of-the-retail-dollar  
There are many other components of the retail price for roasted coffee than just the costs of green 

coffee i.e. marketing and positioning also affect the price of roasted coffee (Daviron & Ponte, 2005).  

This is reflected in the large difference between the costs of green beans (import unit prices) and the 

retail prices. This difference is in PT theory termed “farmer’s-share-of-the-retail-dollar” (FSRD) 

(Hansen, 2011). In this thesis it is the value added of importing country actors. Since GVC literature 

finds that the governance of lead firms is reflected in a generally large share of value added of the 

FSRD can also be viewed as an indirect expression of governance. 

In PT theory the FSRD means that a change in green coffee prices should not lead to an equal relative 

change in the retail price (Hansen, 2011). In particular because the other components of the price of 

roasted coffee are considered more stable than green coffee prices, this concept predicts that retail 

prices should be more stable than green coffee prices (ICO, 2011b, p. 5). Thus, according to FSRD, 

retail prices should have decreased less than import prices during the GFC, and importing country 

actors’ value added should have decreased. In this manner governance should indirectly, due to its 

impact in general value distribution, have impacted changes to value distribution during the GFC.  

However, table 5.2 below illustrates that retail prices were far more variable than would be predicted 

by FSRD. The table illustrates how much the retail price should have changed during the GFC in 

response to changes in the import price given that other components were held constant at their level 

before the GFC (August 2008). For example in October 2008 import prices decreased by 5 pct. 

compared to the previous month and retail prices should (based on the FSRD) only have responded by 

a 0,01 pct. decrease as the numerical change to import prices was 7 cents per lb. 
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Table 5.2: Predicted changes to the retail prices using farmer’s-share-of-the-retail-dollar 
 Aug-

08 
Sep-

08 
Oct-

08 
Nov-

08 
Dec-

08 
Jan-

09 
Feb-

09 
Mar-

09 

Import unit prices* 
        

153,4  
        

152,2  
        

145,2  
        

145,4  
        

150,8  
        

138,1  
        

134,7  
        

134,0  

Other components of price** 
        

452,3  452,3 452,3 452,3 452,3 452,3 452,3 452,3 

Change to retail price predicted by 
farmer’s-share-of-the-retail-
dollar***  

           
-1,2  

           
-7,0  

            
0,2  

            
5,4  

        
-12,7  

         
  -3,4  

         ---
-0,7  

Actual change to retail price****  
      ---
-16,7  

       --
-72,0  

        -
-19,7  

          
18,7  

          
19,7  

        --
-24,2  

           
-0,9  

Notes: *) The actual development of import unit prices during the GFC as presented in appendix I times 1.19. ICO 
estimates that it takes 1,19 pounds of green beans to produce one pound of roasted coffee, due to weight loss in 
the roasting process (ICO, 2010b). **) Retail prices minus import unit prices in August 2008. For the purpose of 
making predictions based on FSRD it is assumed to be fixed at August levels. ***) The numerical change of the 
import price in the given month compared to the previous month****) The retail price in the given month minus 
the retail prices in the previous month. The retail prices are based on a weighted average of the data on retail 
prices from the customized ICO datasheets as presented in appendix J.  

The fact that retail prices were more variable than predicted by FSRD means that the other 

components of price were not constant as assumed in table 5.2. Thus even if governance affected value 

distribution in the manner described above, the other components of the retail price appears to have 

changed so much during the GFC, that the indirect effect governance could have had through the initial 

value distribution diminished.  

 

For example the large decrease in retail prices in the beginning of the GFC might be explained by 

concerns about positioning. In particular that maintaining market shares was a more important 

determinant of retail prices than changes to the costs of green coffee. The idea that concerns about 

losing market shares is an important factor in the price setting of roasters is confirmed by Sara Lee’s 

2009 annual report which states that: “From time to time, we may need to reduce the prices for some 

of our products to respond to competitive pressures. Such pressures may also restrict our ability to 

increase prices in response to raw material and other cost increases” (Sara Lee, 2009, p. 11). For 

retailers competitive pressure may have had similar effects. In the context of a decrease in green coffee 

prices in 2013, Susanne Hegnbo, director of category in Coop39, commented that “the average sales 

prices in my system have lately decreased more than purchasing prices(…)The competitive situation is 

tuff, and both ourselves and others use offers on coffee to secure a consistent flow of costumers” 

(Børsen, 2013).  

 

Based on this quantitative study it cannot be confirmed that competitive pressure was the cause of the 

decrease in retail prices in the beginning of the GFC even if it is a plausible explanation. Regardless of 

                                                             
39 A Danish retail chain 
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whether this was the explanation or not, it cannot account for the fact that retail prices increased more 

than predicted by FSRD in December 2008 – January 2009. To sum up, applying FSRD provides the 

insight that a high variability of components of retail prices besides green coffee costs limited the 

potential of even an indirect effect of governance.  

 

Currency fluctuations  
Another factor, which has impacted importing country actors’ value added during the GFC, is currency 

fluctuations. During the GFC the US dollar (USD) strengthened relative to the national currencies of the 

importing countries included in the analysis. When the US dollar strengthens prices in importing 

countries not using USD will decrease even without an active decision of importing country actors 

decreasing their prices (as retail prices are presented in USD). This is demonstrated in figure 5.13, 

which illustrates the changes in retail prices in USD compared to the changes if prices had been 

converted using fixed exchange rates40 (in other words the actual changes made by importing country 

actors). 

 

Figure 5.13: Monthly retail prices for roasted coffee 2008 – 2009 (prevailing* vs. fixed** 
exchange rates) 

 
Notes:  *) The weighted average of retail prices for roasted coffee in each of the included ICO importing member 
countries (see appendix J). The retail prices are weighted by volumes of imports of green coffee by each country 
through own calculations. Retail prices are converted from national currencies to US cents per lb by the ICO 
using prevailing exchange rates. **) The fixed exchange rate development is based on own calculations 
converting the retail prices back into national currencies using the prevailing exchange rates (Oanda, 2014). Next 
the retail prices were then reconverted into US cents by applying the average exchange rate during 2008–2009. 
Prices are presented in current terms.  

                                                             
40 See section 4.3 for why current exchange rates were applied. 
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Source: ICO 2009 (see appendix A) and customized datasheets from the ICO as presented in appendix H and J. 

It is clear from the figure that a big part of the decrease in the retail price in USD during the first four 

months of the GFC was due to a strengthening of the USD. In addition part of the increase in the last 

three months was based on the USD weakening again. Even though changes to value added due to 

currency fluctuations are not based on active changes to the retail price it still represents a change in 

value added of importing country actors. Thus currency fluctuations limited the role that governance 

played in the distribution of the effects the GFC in terms of value distribution.  

 

Importing country actors could have chosen to increase prices at the beginning of the GFC in response 

to the strengthening of the dollar. But when the USD strengthened during the GFC they actively 

decreased retail prices, in particular in October 2008 (see figure 5.13). This may have been due to 

competitive pressure. But it should also be noted that all major roasters hedge against currency 

fluctuations (J.M. Smucker Company, 2009; Kraft Food Inc., 2009; Nestlé, 2009; Sara Lee, 2009). To the 

extent that they were able to hedge against these fluctuations, the effects on their share of value added 

may not have harmed their actual profits from coffee sales as much as the changes to their value added 

indicate. 

 

To sum up, currency fluctuations had a strong effect on the value added of importing country actors 

during the GFC. Importing country actors did not off-set the negative effects in the beginning of the 

GFC by changing retail prices correspondingly, in fact retail prices were actively reduced. When the 

shares of importing country actors increased again part of this increase was due to a weakening of the 

USD, which caused retail prices to increase in USD even without an active price change by importing 

country actors.   

 

The size of the shock 

PT literature has found that a price shock at one node has to be above a certain threshold value in 

order to affect prices at other nodes. In the PT literature on the coffee GVC this threshold have been 

estimated to be low (Subervie, 2011). Given that the GFC had a substantial impact on coffee prices it 

was unlikely that it should not affect prices at all nodes in the coffee GVC. This expectation was 

confirmed by the analysis of vulnerability in section 5.2 where all prices were found to be highly 

responsive. Thus the size of the shock is not considered an important factor influencing value 

distribution during the GFC.   
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Government intervention  
Government intervention, in particular intervention focused at stabilizing prices, can influence price 

transmission and thus value distribution in the context of an external shock. Price intervention in the 

coffee GVC, to the extent that it still exists, is primarily present in the producing countries as a means 

to stabilize grower prices (Krivonos, 2004). While importing country actors’ share of value added is 

primarily determined by import and retail prices, value distribution is a relative concept. Therefore 

their share of value added is also affected by the development of prices at other nodes. In other words 

government intervention affecting growers’ price levels could have affected importing country actors’ 

share of value added during the GFC. The main control for government intervention is whether grower 

prices were responsive to the shock to world prices induced by the GFC. 

The analysis of the vulnerability of grower prices in section 5.2.1 demonstrates that grower prices 

were just as vulnerable to the GFC as other nodes in the coffee GVC. On a global level government 

intervention can therefore not be considered a major intervening variable with respect to the 

distribution of the effects of the GFC. This is not a surprise given that the majority of producing 

countries have abandoned price interventions (Krivonos, 2004).  

However, government intervention may still have had an effect in countries where liberalization has 

not been extensive. For the purpose of analyzing whether this is the case figure 5.14 compares 

developments of grower prices in Angola and Uganda. In Angola the government has maintained some 

control of prices, whereas Uganda’s41 coffee market has been highly liberalized (Newman, 2009; 

Krivonos, 2004).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                             
41 Both countries produce Robusta coffee. 
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Figure 5.14: Government intervention and development of grower prices, 2008 – 2009, US 
cents per lb 

 
Source: Customized datasheets from the ICO as presented in appendix C. 

 

Figure 5.14 indicates that government intervention in Angola significantly impacted grower prices 

during the GFC. Thus the national coffee association in Angola was successful in maintaining the 

minimum grower prices set at the beginning of the coffee season (Krivonos, 2004). However, the 

figure also illustrates that this was at the expense of generally lower price levels. 

Based on the above, government intervention did grower prices, and thus value distribution, in the 

aggregate during the GFC. But it may have impacted it in the few countries where direct price 

intervention still exists. Hence government intervention is considered to have had limited effects on 

value distribution during the GFC. 

To sum up neither time lags, the size of the shock or government intervention appears to have 

impacted importing country actors’ share of value added during the GFC. Meanwhile currency 

fluctuations affected importing country actors’ share of value added during the entire GFC and thereby 

limited the extent to which changes to value added of lead firms can be attributed to governance. 

Analyzing the effect of farmer’s-share-of-the-retail-dollar demonstrated that governance did not even 

impact changes in importing country actors’ value added indirectly through its effect on initial value 

distribution. Thus both controls indicate that governance played a more limited role in value 

distribution during the GFC than what is indicated by analyzing importing country actors’ share of 

value added directly.  

20 

30 

40 

50 

60 

70 

80 

90 

Ja
n

-0
8

 

Fe
b

-0
8

 

M
ar

-0
8

 

A
p

r-
0

8
 

M
ay

-0
8

 

Ju
n

-0
8

 

Ju
l-

0
8

 

A
u

g-
0

8
 

Se
p

-0
8

 

O
ct

-0
8

 

N
o

v-
0

8
 

D
ec

-0
8

 

Ja
n

-0
9

 

Fe
b

-0
9

 

M
ar

-0
9

 

A
p

r-
0

9
 

M
ay

-0
9

 

Ju
n

-0
9

 

Ju
l-

0
9

 

A
u

g-
0

9
 

Se
p

-0
9

 

O
ct

-0
9

 

N
o

v-
0

9
 

D
ec

-0
9

 

Angola 

Uganda 



68 
 

5.4.3 DIFFERENT EFFECTS OF POSITIVE AND NEGATIVE SHOCKS? 
One last control of whether changes to value distribution during the GFC can be attributed to 

governance is comparing the development of importing country actors’ value added during the GFC 

with during the recovery. This is evident from insight 4: A difference in the changes to the value added 

of lead firms depending on whether a price shock is positive or negative can be an indication of 

governance. Importing country actors’ share of value added in March 200942 was 72,4 pct. compared 

to 73,6 pct. in August 2008 (appendix K). The implication of Insight 4 is that if governance had an 

impact then the increase of importing country actors’ value added should be larger than this decrease. 

Thus with the aim of qualifying whether the development of importing country actors’ value added 

during the GFC can be attributed to governance the following analyses the development of their value 

added during the recovery of world prices.     

The average world price of coffee had an upward trend from April 2009 to September 2009. The world 

prices in this period increased by 10 pct. from March to September 2009 (appendix A). In March 

200943 lead firms’ share of value added was 72,4 pct. in September 2009 it was 74,7 pct (appendix K). 

An increase of 2,3 pp.44. In comparison the change to lead firms share of value added was 1,2 pp. 

during the GFC, in response to a 19 pct. decrease in world prices45 (appendix A and K). Thus lead firms 

share of value added increased more in response to a 10 pct. increase in world prices, than it 

decreased due to a 19 pct. decrease. The question is then whether this difference is an indication of 

governance or of currency fluctuations.  

A large part of the increase in importing country actors’ share of value added during the recovery of 

prices was caused by retail price increasing from 486,2 cents per lb in March 2009 to 541,2 cents per 

lb in September 2009 (appendix J). Figure 5.13 above indicates that currency fluctuations explain 

almost the entire increase in retail prices during the recovery. Thus an active change in prices by 

importing country actors was not required for their share of value added to increase. However, they 

could have chosen to lower prices as they were able to purchase more green coffee for every pound of 

roasted coffee sold. Thus the fact that the share of value added of importing country actors increased 

more during the recovery than it decreased during the GFC and during the recovery could be 

interpreted as a limited (and indirect) support of the argument that governance affected value 

distribution during the GFC. The increase of importing country actors’ share of value added during the 

last three months of the GFC was what caused the relative decrease of their share of value added to be 

smaller than the increase during the recovery. Thus, this development in particular supports that 

                                                             
42 The last month where the GFC affected average world prices of coffee. 
43 The month before April 2009, where the average world price of coffee increased. 
44 Percentage points. 
45 Prices in March 2009 compared to in August 2008. 
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governance had a limited impact on value distribution during the last three months of the GFC. But still 

the impact of currency fluctuations was larger.  

To sum up, the fact that the share of importing country actors value added decreased less during the 

GFC than it increased during recovery of world prices is a limited indication of governance. But 

currency fluctuations are still considered to have impacted importing country actors’ share of value 

added more in these months than governance.   

5.4.3 DISCUSSION OF SUPPORT FOR H3  
Hypothesis 3 (H3): In the event of an external shock governance by lead firms means that any changes  to 
value distribution are likely to benefit these firms.  

For H3 to be supported in the context of the GFC and the coffee GVC two conditions have to be fulfilled: 

1) the value added of lead firms had to increase during the GFC and 2) the controls have to support 

that the development of lead firms’ value added could be attributed to governance. The development 

of value lead firms’ (roasters’46) value added during the GFC is ambiguous as it decreased in the first 

four months and increased in the last three. The role of governance is not simple to derive based on 

these complex developments. However, it is simple to conclude that roasters’ share of value added did 

not increase during the GFC and that this condition is therefore not fulfilled. In other words H3 is 

clearly not supported. However from a theoretical perspective it is still interesting whether 

governance could be claimed to affect value distribution during part of GFC, thereby leading to a 

partial support of H3.  

If it is assumed that increases in roasters’ value added reflects governance impacting value 

distribution, lead firm governance can be claimed to have impacted value distribution during the last 

three months of the GFC (where roasters’ share of value added increased). This proposition is 

supported by the fact that the share of roasters’ value added decreased less during the GFC than it 

increased during recovery of world prices, which is a limited indication of governance. However from 

the controls in the analysis, in particular analyzing farmers-share-of-the-retail-dollar and currency 

fluctuations, it was clear that governance played a more limited role in value distribution during the 

GFC than what is indicated by analyzing roasters’ share of value added directly. Thus the increases in 

roasters’ share of value added cannot be directly interpreted as a support of governance. In particular 

currency fluctuations more than governance led to this increase. Nevertheless it indicates a (limited) 

role of governance during the last three months of the GFC. Given that this limited support only applies 

for the last three months this is not even a partial support of H3. 

                                                             
46 Because of lack of data the value added of lead firms (roasters) cannot be isolated. Thus for the purpose of this 
thesis the margins of retailers are assumed to be stable, meaning that lead firms share of value added would have 
followed the same trend as importing country actors. 
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To sum up, roasters did not increase their share of value added during the GFC. Thus H3 was not 

supported. The analysis indicates that the explanation for this is the high variability of other 

components of retail price beside green coffee prices and currency fluctuations. However the increase 

of roasters’ share of value added during the last three months indicates that governance may have had 

a very limited impact on value distribution during these months. 

5.4.4 SUB-CONCLUSION: A VERY LIMITED ROLE FOR GOVERNANCE DURING THE GFC 
With the aim of addressing the impact of governance on value distribution, i.e. the distribution of the 

effects of the GFC, this section analyzed the development of importing country actors’ share of value 

added. Importing country actors did not increase their share of value added during the GFC and H3 is 

therefore not supported. Thus, using development of value distribution as an indirect measure of 

governance, led to the conclusion that the effect of governance on general value distribution could not 

be transferred to the context of the GFC and the coffee GFC. Currency fluctuations and the variability of 

other components of retail prices in particular diminished any potential effects of governance. 

However, during the last three months of the GFCs effect on average world coffee prices, the value 

added of importing country actors increased. This can be considered an indication, if limited, that 

governance impacted value distribution during these months. This limited support was partly gained 

by the finding that the share of roasters’ value added decreased less during the GFC than it increased 

during recovery of world prices. However, even in these last three months of the GFC, currency 

fluctuations were more important.  

6. DISCUSSION OF FINDINGS AND APPROACH 
Based on the analysis on vulnerability and development of value distribution in the coffee GVC during 

the Global Financial Crisis (GFC) the following evaluates the findings and discusses their implications 

for the research questions. First, the implications for the research question of how the GFC affected 

different nodes in the coffee GVC is considered. This is followed by a more theoretical discussion of the 

usefulness of applying GVC and Price Transmission (PT) theory to study external shocks.  

6.1. THE EFFECTS OF THE GFC ON DIFFERENT NODES IN THE COFFEE GVC 
The main trade effect of the GFC on the coffee GVC was a sharp decrease in the world price of coffee. 

When prices were at their lowest the GFC had caused a decrease of approximately 18 pct. in world 

prices of Arabica and 36 pct. of Robusta. The question of how this price shock affected different nodes 

in the coffee GVC was this thesis research question. 

The vulnerability analysis concluded that prices at all nodes in the coffee GVC decreased during the 

GFC. Thus all nodes in the coffee GVC were affected by the shock to world prices induced by the GFC. It 
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is consistent with existing PT literature, which has found that responsiveness of prices have increased 

after the liberalization of the international coffee market (Subervie, 2011; Krivonos, 2004; Lee & 

Gómez, 2013). However, this literature also found that price asymmetries continue to exist, and thus 

the almost full and immediate transmission of the world price decrease to all nodes is surprising. In 

particular the high responsiveness of retail prices was surprising because they are not expected to be 

very responsive to negative shocks in green coffee prices (Meyn & Kennan, 2009, p. 19; Shepherd, 

2004). The analysis in section 5.4 suggested that retail prices might have responded to a combination 

of currency fluctuations and other components of prices besides green coffee costs.  

In addition the vulnerability analysis demonstrated that growers, and after the first 3 months, Robusta 

middlemen were the most vulnerable nodes to the GFC induced price shock. While internal conditions 

and risk management were not measured the analysis indicates that they are important for a holistic 

assessment of vulnerability. In particular growers’ vulnerability to the GFC is likely to have been 

higher than indicated by the responsiveness of grower prices because of growers’ internal conditions 

(income levels and dependency on income from coffee trade) and limited risk management tools.  

The GVC literature on value distribution analysis has documented that gains from the coffee trade are 

in favor of importing country actors in general (Fitter & Kaplinsky, 2001; Talbot, 2004; Daviron & 

Ponte, 2005). However, this thesis’ analysis demonstrates that the distribution of risk from trade – 

understood as the changes to value distribution during the GFC – was not. While the share of value 

added of all nodes was affected, the shares of middlemen and consuming country actors were the most 

affected. The effect of the GFC on growers’ share of the total gains from the coffee trade was limited. 

This is contrary to the expectations of Meyn and Kennan, who suspected that the GFC would worsen 

the position of coffee growers in the coffee GVC because it offered “global companies the chance to 

reduce further the profit margin for producers” (Meyn & Kennan, 2009, p. 8). In addition, Talbot 

(2004) has also made the general prediction that increases in coffee prices should decrease the share 

of value added by roasters and by extension the shares’ importing actors’ (Talbot, 2004). And it is far 

from obvious that importing country actors should be negatively impacted by a decrease in the world 

price for coffee, which in fact represents a decrease in their costs. But the analysis of the GFC and the 

fluctuations in the value added of importing country actors during the GFC suggests that changes to 

value distribution are more complex than indicated by these assessments. This point was also 

highlighted by governance not having the effect on value distribution, which was expected based on 

H3: “In the event of an external shock governance by lead firms means that changes to value 

distribution are likely to benefit these firms”. Thus the effects on value distribution of external shocks 

should not be taken for granted but must be empirically documented. 
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To conclude all nodes in the coffee GVC were vulnerable to and negatively affected by the GFC. 

Growers and middlemen were affected the most when analyzing vulnerability, whereas in terms of 

shares of value added middlemen and importing country actors were more affected. This 

demonstrates that studying the distribution of the effects of an external shock is complex and the 

effects on the different nodes depend on exactly which type of effects are studied and what they are 

compared to. The two approaches applied in this thesis generated different insights on the effects of 

the GFC on the different nodes. In particular the vulnerability analysis highlighted that changes in the 

share of value added of importing country actors and middlemen during the GFC does not necessarily 

reflect the effects on these actors’ livelihood. Meanwhile, not analyzing the changes in the share of 

value added, could have given the impression that growers’ and middlemen’ vulnerability could be 

explained by the effects of the GFC on the coffee GVC being distributed in a manner which favored 

importing country actors. Thus the lead firms in the coffee GVC did not push negative consequences of 

the GFC further upstream the GVC. 

6.2 DISCUSSION OF APPROACH 
On a theoretical level two key questions are whether the GVC approach is useful in studies of external 

shocks and whether it is meaningful to complement it with PT theory. The first part of this section 

focuses on the applicability of the GVC approach when applied to external shocks. The second part 

addresses whether its’ applicability is enhanced by supplementing it with PT theory.  

6.2.1 APPLICABILITY OF THE GVC APPROACH FOR STUDYING EXTERNAL SHOCKS 
One aspect of the applicability of the GVC approach for studying external shocks is its predictive 

capacity. This can be assessed based on the support for the hypotheses as these were derived on basis 

the GVC approach. Since both H1 and H2 were supported it would be natural to conclude that the GVC 

approach had significant predictive capacity in terms of the effects of an external shock. In particular 

the vulnerability of all nodes in the GVC was captured by H1: “Participation in GVCs, in addition to 

benefits due to participation in world trade, also leads to vulnerability to external shocks for the actors 

involved”. However, H2: “External shocks will not affect all actors in a GVC equally” was built on the 

premise that the distribution of the effects would not be equal because the most powerful actors 

would be favored. In fact, the changes to value distribution during the GFC affected growers the least.  

In addition the analysis of H3 “In the event of an external shock governance by lead firms means that 

changes to value distribution are likely to benefit these firms” demonstrated a limited effect of 

governance on value distribution during the GFC. While the importance of governance for long term 

structural value distribution is neither denied nor proven by this thesis, its’ importance in the context 

of external shocks is questioned. The variability of other components of the retail price than green 
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coffee and currency fluctuations diminished any potential effect of governance on value distribution 

during the GFC. It should however be noted that the analysis indicated that governance may have had 

a minor impact on value distribution during the last three months of the GFC. Thus, governance and 

the GVC approach had some, but limited, predictive capacity in the context of the coffee GVC during the 

GFC. It should be noted that if this thesis had studied non-price effects of the GFC then the impact of 

governance on the distribution of the effects, and thus the predictive capacity of the approach, might 

have been higher. 

The lack of predictive capacity of the GVC approach is not surprising given the review of the approach 

in section 2. This review clearly demonstrated that the GVC literature has tended to focus on more 

structural and internal issues than on dynamic external shocks. Nevertheless, the approach was 

beneficial for analyzing the effects of the GFC on different actors, as an industry perspective would 

only have focused on the aggregate effects of the GFC on the coffee sector. Furthermore the concept of 

value distribution provided a tool for assessing the distribution of the effects of the GFC between 

actors in the GVC.  

In conclusion, the GVC approach is applicable for studying external shocks, but its applicability is 

limited by its’ the focus on structural and internal issues. Thus, for the purpose of this thesis, it needed 

to be supplemented by theory and literature focused at understanding more dynamic developments.  

6.2.3 ENHANCED APPLICABILITY BY SUPPLEMENTING WITH PRICE TRANSMISSION THEORY? 
By combining the GVC approach with PT theory new insights about short term changes to value were 

gained. In addition to the above mentioned empirical findings the combination led to new theoretical 

insights. Specifically, studying value through vulnerability is a new approach to value in GVCs, which as 

demonstrated above, provides new insights. This approach was based on PT theory, but by applying a 

GVC lens and focusing on what responsiveness implied for vulnerability, the approach was also a twist 

of standard PT literature.  

Furthermore it was demonstrated that value distribution is not necessarily static or only changing in 

response to major structural developments in a GVC i.e. for coffee the collapse of the International 

Coffee Agreement. On the contrary value distribution can be highly dynamic and is affected by external 

shocks. Traditional analyses of value distribution have been snapshots or focused at long term changes 

(Daviron & Ponte, 2005; Talbot, 2004; Fitter & Kaplinsky, 2001). This thesis demonstrates that both 

the general distribution of gains from trade and more short term developments in value should be 

studied. In particular the link between the long term structure of value distribution and the short term 

dynamic changes could be a subject for further research as this is not directly addressed here. 
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By focusing on dynamic short term value distribution it was also demonstrated that changes in value 

distribution do not necessarily favor the most powerful actors in a GVC. In this connection lead firm 

governance was not found to be an important determinant of changes in value distribution of the 

coffee GVC during the GFC - contrary to expectations embodied in H3. This finding was possible 

because PT theory nuanced the analysis of changes in value distribution by providing insights on non-

governance related factors that can influence value distribution during a price shock. Particularly, the 

use of PT theory meant that the considerable role played by currency fluctuations in the distribution of 

the effects of the GFC in the coffee GVC was recognized. In addition for other shocks or other GVCs, 

government intervention, time lags and the size of the shock were also identified as factors that may 

influence value distribution. These new insights on value are particularly beneficial given that the 

subject of value has been somewhat neglected in the GVC literature (Gibbon, et al., 2008). 

In conclusion, supplementing the GVC approach with insights from PT theory enhanced its’ 

applicability for studying the effects of external shocks. However, this combination has its limits. In 

particular, it did not lead to a holistic measure of vulnerability, as only the component “exposure to 

shock” was measured and internal conditions and risk management only considered. Furthermore, a 

measure of income, not only value added, was not developed in the context of the value distribution 

analysis. Lastly it only measured governance as market based and indirectly through value 

distribution. These limits can be addressed in further research by studying GVCs and external shocks 

on the micro-level.  

7. CONCLUSION 
This thesis has examined the effects of the global financial crisis (GFC) on different actors in the coffee 

global value chain (GVC). In order to do so a theoretical framework combining the GVC approach with 

price transmission (PT) theory was developed. From this starting point the main effect of GFC on 

coffee trade was identified. This thesis identified the main trade effect as the price shock to the world 

coffee price, which for average coffee prices lasted from September 2008 to April 2009. For Robusta 

coffee the effects lasted until August 2009. The framework developed was then applied in an 

examination of the vulnerability of different nodes in the coffee GVC to the GFC, the distribution of the 

effects of the GFC as well as the role of governance in this distribution. On this basis the effects of the 

GFC on different nodes in the coffee GVC were uncovered.  

This thesis has demonstrated that all nodes in the coffee GVC were vulnerable to and affected by the 

GFC. In particular the finding that importing country actors were highly vulnerable and affected is 

surprising. It is far from obvious that importing country actors should be negatively impacted by a 
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decrease in the world price for coffee, which in fact represents a decrease in their costs. Second, this 

thesis demonstrated that growers and Robusta middlemen were the most vulnerable nodes to the GFC 

induced price shock. The vulnerability of growers cannot be explained by an unequal distribution of 

the effects of the GFC in terms of value added, as this thesis also found that the value added of 

middlemen in producing countries’ and importing country actors’ were the most affected. In other 

words the risks from trade were not equally distributed. Contrary to the expectations of existing 

literature and of this thesis’ hypotheses, value distribution did not change in favor of the actors 

considered the most powerful. In particular because of the high responsiveness of retail prices. This 

also meant that governance was not found to be an important determinant of the changes to value 

distribution. Its potential role in value distribution was diminished by the high variability of other 

factors of retail price than green coffee prices and by currency fluctuations. 

On a theoretical level the GVC approach was found to be useful for examining the effects of the external 

shock of the GFC on the coffee GVC. It enabled a disaggregation of the general effects of the GFC on 

world prices into the effects on different nodes and contributed with the concept of value distribution 

as a way of analyzing the distribution of effects. But because of the GVC approach’s focus on structural 

and internal issues it needed to be supplemented by theory and literature focused at understanding 

more dynamic developments. In particular it was considered appropriate to gain insights on how to 

study price changes in different GVC nodes and on other explanations for changes to value than 

governance. 

Supplementing the GVC approach with PT theory enabled bringing value back into GVC literature. 

Value was brought back in using a new approach, focusing on the distribution of risk from trade – e.g. 

the decrease in prices caused by the GVC – rather than the distribution of gains from trade. Through 

this combination it was demonstrated that value distribution is dynamic and that effects on value 

distribution of external shocks should not be taken for granted, but must be empirically documented. 

It is therefore meaningful to study both general value distribution in GVCs and short term changes. 

Furthermore, by studying vulnerability of different nodes through the responsiveness of prices, it was 

demonstrated that studies of value in GVCs does not have to be confined to studying value distribution.  

In addition this thesis found that governance was not an important determinant of the changes to 

value distribution in the coffee GVC during the GFC. This illustrates that the emphasis on governance 

and internal issues can limit the appropriateness of GVC theory for studying external shocks. At least it 

was demonstrated that it is crucial that the emphasis on governance in the GVC approach should not 

lead to its importance being assumed to be absolute. On a broader level this indicates that lead firms 

cannot be assumed to push negative consequences and risk further upstream to the smaller and less 
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powerful actors in the GVC. These insights were gained using a combination of the GVC and PT theory 

and thus the supplement with PT theory is considered to have increased the applicability of the GVC 

approach to studying external shocks.   

In conclusion, this thesis demonstrated the risk associated with the high interconnectedness of global 

trade. All actors in the coffee GVC were vulnerable to the GFC - an external shock which can be viewed 

as the materialization of these risks. The fact that the shock to world prices was unexpected and 

affected prices in all nodes immediately is likely to have increased the damage these changes caused as 

coffee growers consider unexpected price falls particularly detrimental (Varangis & Lewin, 2006). 

Perhaps because of the unpredictable nature of external shocks it was also demonstrated that even the 

lead firms in the coffee GVC did not push negative consequences further upstream the GVC.  

Generalizability and perspective for other shocks  
The extent to which these findings can be generalized to cover other GVCs and other external shocks is 

limited. Because the very nature of the GVC approach is to recognize the distinctiveness of different 

GVCs generalization to other GVCs should be made with caution. The more similar the structure and 

organization of other GVCs to the coffee GVC the more feasible generalization is. Therefore 

generalization to other agro-commodity GVCs with dispersed production in developing countries and 

high market concentration in consuming countries, such as cocoa and rubber, might be feasible. 

Generalization to other external shocks is also questionable as parameters such as source, size and 

length of a shock are likely to be different and lead to other effects on the different nodes. 

Nevertheless, as demonstrated by the following example of the current rust outbreak in the Central 

American coffee harvest the findings of this thesis provide important insights which can be applied in 

the context of other shocks. 

Currently a rust outbreak (a disease in coffee trees) is damaging much of coffee harvest in Central 

America (Politikken, 2014). The decrease in coffee supply caused by this outbreak has led to a 

significant increase in world coffee prices. This thesis demonstrates that who will benefit from rising 

prices and who will be hurt by the lower volumes of coffee traded cannot be easily predicted, but has 

to be empirically documented. In example it cannot be assumed that importing country actors will be 

negatively affected by the rust crisis due to higher world prices as retail prices are likely to increase 

when import prices increase. Furthermore this thesis provides a framework for studying the effects of 

the rust outbreak on different nodes in the coffee GVC.  

Limitations and further research 
There are limitations to the findings of this thesis, which leaves room for further research on GVCs and 

external shocks. In particular this thesis applied a restricted understanding of governance, as it was 
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only studied through prices and thus as market based. One of the contributions of GVC theory is 

viewing trade not merely as markets or hierarchies but focusing on the in-between. Therefore further 

research on external shocks in GVCs could with benefit bring governance back in. Given that the GVC 

literature has not focused on external shocks it other studies of these is also likely to require 

supplement theory and/or new theory building. If another type of effects, than the effects on value of a 

price shock is studied, PT theory as a supplement to the GVC approach might not be useful. 

Furthermore this thesis studied the effects of the GFC on different nodes on a macro level, thus to 

provide more nuances to the effects of the GFC both in terms of vulnerability and value distribution, a 

micro analysis would generally be beneficial and is suggested for further research. This would enable 

greater consideration of the effects on actors’ livelihood, which a price analysis could not uncover. In 

addition it could address two limitations of this thesis related to measurement 1) that income could 

not be measured, but only value added and 2) that vulnerability could not be holistically measured, as 

the combination of the GVC approach combined with PT theory did not lead to the development of a 

holistic measure of vulnerability in GVCs.  
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APPENDIX A 

ICO indicator prices* (US cents per lb), 2008 – 2009 

 
Notes: *) Prices are the monthly average indicator prices published by the ICO on their website (ICO, 2009a) **) 

The price “Arabica” is based on own calculations. The price is a weighted average of ICO prices for the three main 

types of Arabica coffee presented in the table (Columbian Milds, Other Milds, and Brazilian Naturals). They 

weight applied to each type is the weights applied by ICO in the period (Columbian Milds: 23 pct., Other Milds: 46 

pct. and Brazilian Naturals: 31 pct) (ICO, 2002). 

Source: ICO 2009a 
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APPENDIX B 

 ICO customized datasheet - Grower prices* in included producing countries (US cents per lb), Arabica coffee, 2008 – 2009 

Notes: *) Grower prices are the prices received by growers as reported by the given producing country to the ICO. Grower prices are converted from national 
currencies to US cents per pound by the ICO using prevailing exchange rates. Prices are presented in current terms. **) The weighted average of grower 
prices is based on own calculations. The price of each included ICO producing member countries is weighted by the volumes of exports of green coffee of the 
country (see appendix D).  
Source: Customized datasheets from the ICO. 
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 Notes: *) Grower prices are the prices received by growers as reported by the given producing country to the ICO. Grower prices are converted from national 
currencies to US cents per pound by the ICO using prevailing exchange rates. Prices are presented in current terms. **) The weighted average of grower 
prices is based on own calculations. The price of each included ICO producing member countries is weighted by the volumes of exports of green coffee of the 
country (see appendix D).  
Source: Customized datasheets from the ICO. 
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APPENDIX C 

ICO customized datasheet - Grower prices* in included producing countries (US cents per lb), Robusta coffee, 2008 – 2009 

 Notes: *) Grower prices are the prices received by growers as reported by the given producing country to the ICO. Grower prices are converted from national 
currencies to US cents per pound by the ICO using prevailing exchange rates. Prices are presented in current terms. **) The weighted average of grower 
prices is based on own calculations. The price of each included ICO producing member countries is weighted by the volumes of exports of green coffee of the 
country (see appendix E).  
Source: Customized datasheets from the ICO. 
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 Notes: *) Grower prices are the prices received by growers as reported by the given producing country to the ICO. Grower prices are converted from national 
currencies to US cents per pound by the ICO using prevailing exchange rates. Prices are presented in current terms. **) The weighted average of grower 
prices is based on own calculations. The price of each included ICO producing member countries is weighted by the volumes of exports of green coffee of the 
country (see appendix E).  
Source: Customized datasheets from the ICO. 
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APPENDIX D 
 ICO customized datasheet - Export volumes in included producing countries (60-kg bags), green Arabica coffee, 2008 – 2009 

 
 Source: Customized datasheets from the ICO.  
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Source: Customized datasheets from the ICO 
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APPENDIX E 

ICO customized datasheet - Export volumes in included producing countries (60-kg bags), green Robusta coffee, 2008 – 2009 

 Source: Customized datasheets from the ICO.  
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Source: Customized datasheets from the ICO.  
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APPENDIX F 
 ICO customized datasheet - Export values* in included producing countries (USD), green Arabica coffee, 2008 – 2009 

 
Notes: *) Export values are the total value of exports of green Arabica coffee from a given producing country as reported by the country to the ICO. Prices are 
presented in current terms. **) The unit value is denoted in US cents per lb and is based on own calculations. The value is total export values divided by total 
export volumes (appendix D) and is thus a weighted average. The unit value has been converted from USD per 60-kilo bag to US cents per lb by the author. 
Source: Customized datasheets from the ICO.  
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Notes: *) Export values are the total value of exports of green Arabica coffee from a given producing country as reported by the country to the ICO. Prices are 
presented in current terms. **) The unit value is denoted in US cents per lb and is based on own calculations. The value is total export values divided by total 
export volumes (appendix D) and is thus a weighted average. The unit value has been converted from USD per 60-kilo bag to US cents per lb by the author. 
Source: Customized datasheets from the ICO.  
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APPENDIX G 

 ICO customized datasheet - Export values* in included producing countries (USD), green Robusta coffee, 2008 – 2009 

 
Notes: *) Export values are the total value of exports of green Robusta coffee from a given producing country as reported by the country to the ICO. Prices are 
presented in current terms. **) The unit value is denoted in US cents per lb and is based on own calculations. The value is total export values divided by total 
export volumes (appendix E) and is thus a weighted average. The unit value has been converted from USD per 60-kilo bag to US cents per lb by the author. 
Source: Customized datasheets from the ICO.  
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Notes: *) Export values are the total value of exports of green Robusta coffee from a given producing country as reported by the country to the ICO. Prices are 
presented in current terms. **) The unit value is denoted in US cents per lb and is based on own calculations. The value is total export values divided by total 
export volumes (appendix E) and is thus a weighted average. The unit value has been converted from USD per 60-kilo bag to US cents per lb by the author. 
Source: Customized datasheets from the ICO.  
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APPENDIX H 

 ICO customized datasheet - Import volumes of green coffee in included importing countries (60-kg bags), 2008 - 2009 

 
Source: Customized datasheets from the ICO.  
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Source: Customized datasheets from the ICO.  
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APPENDIX I 
ICO customized datasheet - Import values* of green coffee in included importing countries (USD), 2008 - 2009 

 
Notes: *) Import values are the total value of import of green coffee from a given importing country as reported by the country to the ICO. Prices are 
presented in current terms. **) The unit value is denoted in US cents per lb and based on own calculations. The value is total import values divided by total 
import volumes (appendix H) and is thus a weighted average. The unit value has been converted from USD per 60-kilo bag to US cents per lb by the author. 
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Source: Customized datasheets from the ICO.  
 

 Notes: *) Import values are the total value of import of green coffee from a given importing country as reported by the country to the ICO. Prices are 
presented in current terms. **) The unit value is denoted in US cents per lb and based on own calculations. The value is total import values divided by total 
import volumes (appendix H) and is thus a weighted average. The unit value has been converted from USD per 60-kilo bag to US cents per lb by the author. 
Source: Customized datasheets from the ICO.  
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APPENDIX J 
 ICO customized datasheet - Retail prices of roasted coffee in included importing countries (US cents per lb), 2008 - 2009 

 
Notes: *) Retail prices are the average prices of roasted coffee in a given importing country as reported by the country to the ICO. Prices are converted from 
national currencies to US cents per lb by the ICO. Prices are presented in current terms. **) The weighted average retail price for roasted coffee is based on 
own calculations. It is weighted by volumes of imports of green coffee by each country (see appendix E).  
Source: Customized datasheets from the ICO.   
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Notes: *) Retail prices are the average prices of roasted coffee in a given importing country as reported by the country to the ICO. Prices are converted from 
national currencies to US cents per lb by the ICO. Prices are presented in current terms. **) The weighted average retail price for roasted coffee is based on 
own calculations. It is weighted by volumes of imports of green coffee by each country (see appendix E).  
Source: Customized datasheets from the ICO. 
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APPENDIX K  
Monthly development of value distribution, 2008 – 2009 

 
Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 

Retail pricea) 

562,1 580,5 605,4 618,4 618,3 612,2 620,6 581,2 564,5 492,5 472,8 491,5 

(100,0 ) (100,0 ) (100,0) (100,0 ) (100,0 ) (100,0 ) (100,0) (100,0 ) (100,0 ) (100,0 ) (100,0 ) (100,0 ) 

Consuming country 

actorsb) 

422,6 438,0 447,6 455,7 460,8 455,3 462,5 427,8 412,3 347,3 327,4 340,7 

                         

(75,2 ) 

                                

(75,5)  

                                

(73,9) 

                                

(73,7)  

                                

(74,5 ) 

                                

(74,4)  

                                

(74,5)  

                                

(73,6)  

                                

(73,0)  

                                

(70,5)  

                                

(69,2)  

                                

(69,3)  

Transport costs and 

weight lossc) 

31,5 27,4 35,6 39,8 34,3 34,3 34,6 30,5 27,6 25,5 28,6 48,3 

                           

(5,6 ) 

                                  

(4,7)  

                                  

(5,9)  

                                  

(6,4) 

                                  

(5,6)  

                                  

(5,6)  

                                  

(5,6) 

                                  

(5,2)  

                                  

(4,9) 

                                  

(5,2)  

                                  

(6,0)  

                                  

(9,8)  

Middlemen in 

producing countriesd) 

7,9 2,5 14,6 20,4 21,1 17,1 17,9 17,8 20,8 33,5 32,0 23,0 

                        

(1,4) 

                                  

(0,4) 

                                  

(2,4)  

                                  

(3,3)  

                                  

(3,4) 

                                  

(2,8) 

                                  

(2,9)  

                                  

(3,1)  

                                  

(3,7)  

                                  

(6,8) 

                                  

(6,8) 

                                  

(4,7)  

Growerse) 

100,2 112,6 107,7 102,5 102,1 105,5 105,6 105,1 103,7 86,3 84,8 79,5 

                     

(17,8)  

                                

(19,4) 

                                

(17,8)  

                                

(16,6) 

                                

(16,5)  

                                

(17,2)  

                                

(17,0 ) 

                                

(18,1)  

                                

(18,4)  

                                

(17,5)  

                                

(17,9)  

                                

(16,2)  

Notes: All prices are presented in current terms; Numbers in parentheses is value added in percentages; a) The weighted average retail price for roasted 
coffee is weighted by imports of green coffee by each country (see appendix H and J). Retail prices are converted from national currencies to US cents per 
pound by the ICO using prevailing exchange rates. Prices are presented in current terms; b) the weighted average retail price presented in a) minus 1,19 X 
weighted average import unit price. ICO estimates that it takes 1,19 pounds of green beans to produce one pound of roasted coffee, due to weight loss in the 
roasting process (ICO, 2010b).The weighted average import unit price is import values divided by import volumes (appendix H and I). c) 1,19 X the weighted 
average import unit price minus the weighted average export unit price. The export unit price is export volumes divided by export volumes (appendix D, E, F 
and G). d) The weighted average export unit price minus (see c) the weighted average grower price (see e). e) The weighted average of grower prices in each 
included ICO producing member countries, weighted by volumes of exports of green coffee in each country (see appendix D and E). Grower prices are 
converted from national currencies to US cents per pound by the ICO using prevailing exchange rates.  
Source: Own calculations based on ICO customized datasheets as presented in appendix B, C, D, E, F, G, H and J. 
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Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09 

Retail pricea) 

511,2 487,1 486,2 486,6 504,4 517,5 528,5 513,0 541,2 548,3 546,9 532,2 

(100,0 ) (100,0 ) (100,0) (100,0 ) (100,0 ) (100,0 ) (100,0) (100,0 ) (100,0 ) (100,0 ) (100,0 ) (100,0 ) 

Consuming country 

actorsb) 

373,2 352,4 352,2 356,2 372,6 382,4 393,6 377,9 404,5 415,3 409,9 394,4 

                                

(73,0)  

                                

(72,3)  

                                

(72,4)  

                                

(73,2)  

                                

(73,9)  

                                

(73,9)  

                                

(74,5)  

                                

(73,7)  

                                

(74,7)  

                                

(75,7)  

                                

(75,0)  

                                

(74,1)  

Transport costs and 

weight lossc) 

41,2 36,5 37,9 35,1 28,7 29,1 27,9 29,6 29,8 25,1 29,7 30,7 

                                  

(8,1) 

                                  

(7,5)  

                                  

(7,8)  

                                  

(7,2)  

                                  

(5,7)  

                                  

(5,6)  

                                  

(5,3) 

                                  

(5,8)  

                                  

(5,5)  

                                  

(4,6)  

                                  

(5,4)  

                                  

(5,8)  

Middlemen in 

producing countriesd) 

13,4 14,0 14,1 10,8 10,3 14,7 17,1 11,7 11,6 7,8 4,9 5,5 

                                  

(2,6)  

                                  

(2,9)  

                                  

(2,9)  

                                  

(2,2)  

                                  

(2,0)  

                                  

(2,8)  

                                  

(3,2)  

                                  

(2,3)  

                                  

(2,1)  

                                  

(1,4)  

                                  

(0,9)  

                                  

(1,0)  

Growerse) 

83,5 84,2 81,9 84,5 92,8 91,4 89,9 93,8 95,3 100,1 102,4 101,5 

                                

(16,3)  

                                

(17,3)  

                                

(16,9)  

                                

(17,4)  

                                

(18,4)  

                                

(17,7)  

                                

(17,0)  

                                

(18,3)  

                                

(17,6) 

                                

(18,3)  

                                

(18,7)  

                                

(19,1)  

Notes: All prices are presented in current terms; Numbers in parentheses is value added in percentages; a) the weighted average retail price for roasted 
coffee is weighted by imports of green coffee by each country (see appendix H and J). Retail prices are converted from national currencies to US cents per 
pound by the ICO using prevailing exchange rates. Prices are presented in current terms; b) the weighted average retail price presented in a) minus 1,19 X 
weighted average import unit price. ICO estimates that it takes 1,19 pounds of green beans to produce one pound of roasted coffee, due to weight loss in the 
roasting process (ICO, 2010b). The weighted average import unit price is import values divided by import volumes (appendix H and I). c) 1,19 X the weighted 
average import unit price minus the weighted average export unit price. The export unit price is export volumes divided by export volumes (appendix D, E, F 
and G). d) The weighted average export unit price minus (see c) the weighted average grower price (see e). e) The weighted average of grower prices in each 
included ICO producing member countries, weighted by volumes of exports of green coffee in each country (see appendix D and E). Grower prices are 
converted from national currencies to US cents per pound by the ICO using prevailing exchange rates.  
Source: Own calculations based on ICO customized datasheets as presented in appendix B, C, D, E, F, G, H and J. 
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APPENDIX L 
 ICO customized datasheet – Import volumes in excluded* importing countries (60-kg bags), green Arabica coffee, 2008 – 2009 

 

Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 

own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix D.  
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APPENDIX M 
ICO customized datasheet - Export volumes in excluded* producing countries (60-kg bags), green Arabica coffee, 2007 – 2009 

 
Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 
own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix D. 
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Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 
own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix D. 
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Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 
own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix D. 
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APPENDIX N 
Export volumes in excluded producing countries (60-kg bags), green Robusta coffee, 2007 – 2009 

 
Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 
own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix E. 
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Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 
own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix E. 
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Notes: *Countries are excluded from the analysis if they did not report price data on a monthly basis for the entire period from 2008 – 2009; **) Totals are 
own calculations. The total of included countries is based on the customized datasheets from the ICO as presented in appendix E. 

 

 

 

 

 


