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Brewing profits, but at whose expense?
Who really profits from
your Starbucks coffee?

FFEE

ISMAIL MUSA LADU

While claiming 99 percent
of its coffee beans are
‘ethically’ sourced, Star-
bucks’ shifts profits to
Switzerland, leaving scant
revenue for coffee-pro-
ducing countries and per-
petuating poverty in farm-
ing communities, accord-
ing to the new report.

1t is time for coffec-producing na-
tions—especially Uganda—1to wake
up and truly smell the coffee. For too
long. the value of this prized crop has
lipped through their finpers. The real
question now is: why aren't they eamn-
ingz as much as they should from what
the world clearly can't get enough of?

A recent study titled: Suviss Sivindle:
Does Starbucks short-change coffee-pro-
ducing countries? From the Centre for
International Corporate Thix Accounta-
bilitv and Research (CICTAR), uncovers
disturbing developments

The report publizhed in late January

this year by CICTAR, tasked | with inves-
tigating the tay hehawao s of multina-
tional corporations, uidicates that Star-
bucks, the globally recognised coffee gi-
ant, has a substantial number of skele-
tons in its closet to clean.
L. While claiming 99 percent of its cof-
fee beans are ‘ethically*sourced, Star-
bucks'shifts profits to Switzerland, leav-
ing scant revenue for coffee-producing
countries and perpetuating poverty in
farming communities, according to the
new report,

Further. the report notes that the pre-
mium that Starbucks’ consumers pay
for so-called ‘cthical sourcing has al-
ready been questioned by reports of
major labour abuses in Starbucks'sup-
ply chain and by legal challenges.

“Now, profit shifng from coffee-grow-
ing countries to the Swiss Alps can be
added to the list of concerns,” reveals
the report.

The study found that Starbucks has
the highest pay disparity of any U.S -
based publicly traded company, with
the chief executive officer making $97.8
million which is about 6,666 times
more than the median employee.

While the pay gap between direct em-
ployees—who have gone on strike de-
manding better wages and working
conditions—is shocking, the new re-
port shows that the disparity is even
more severe when compared to what
coffee farmers and workers earn.

Redflag

Coffee-producing countries appear to
lose significant tax revenue from Star-
bucks’ Swiss scheme that books coffee
purchases, at Jeast on paper, in Switzer-
land. This places the sales out of reach
of tax authorities in producer coun-
tries.

Unaware of this, consumers in the
Global North (developed economies)
pay a premium for Starbucks™ethical-
Iy’ sourced coffee while, in reality, Star-
bucks entrenches a system that perpet-
uates poverty across its global supply
chain.

“Starbucks claims its ten Farmer Sup-
port Centres are at the heart of its ‘eth-
ical sourcing. The‘Swiss Swindle’: Does

Fair price

‘Farmers are getting a 'bad’
deal. We would prefer to
deal directly with Starbucks
because middlemen are
preventing us from getting
a fair price for our premium

coffee.

Starbucks short-change coffee-pro-
ducing countries? The new report
from CICTAR, analyses the only pub-
licly available financial statements
from Starbucks’ Farmer Support
Centers - in Colombia and Tanzania—
and finds negligible expenditures and
limited benefits to farmers.

“The report concludes that the pri-
mary purpose is not to support farm-
ers but book profits from the purchase
and sale of green coffee beans in Swit-
zerland, at very low tax rates, and far
from the reach of tax authorities in
producer countries where revenue
for public services, including health,
education and sanitation, is urgently
needed.

Since 2011, the report claims that
Starbucks’ Coffee Trading Company
(SCTC) in Switzerland has booked an
18 percent mark-up on all global cof-

fee purchases before re-selling to oth-
er Starbucks subsidiaries for roasting
and retailing.

This markup lowers the profit of 1o-
cal cafes and boosts the profit of the
Swiss unit, where corporate taxes are
lower, notes the report.

CICTAR's previous Starbucks report
estimated that this scheme had shift-
ed at least $1.3 billion in profits into
the Swiss subsidiary over the last dec-
ade,or between $100 and $150 million
peryear.

“Instead of booking huge profits in
low-tax Switzerland, Starbucks should
boost farmers'incomes and book pur-
chases in coffee-producing countries
50 taxes paid on trading profits can
fund sustainable and equitable devel-
opment in those nations,"reads the re-
port.

The report recommends that gov-

Governments in coffea-producing
countries should fully explore all
options under existing rules to tax the
profits, currently booked in Switzer-
land, from the production and sale

of coffee beans. PHOTO/SHUTTER-
STOCK

Lost revenue

* Colfee-producing countries appear to lose
significant tax revenue from Starbucks’
Swiss scheme that books coffee
purchases, at least on paper, in
Switzerland. This places the sales out of
reach of tax authorities in producer
countries.

ernments in coffee-producing coun-
tries should fully explore all options un-
der existing rules to tax the profits, cur-
rently booked in Switzerland, from the
production and sale of coffee beans.

“This report should be read for na-
tions like Brazil, Vietnam, Colombia, In-
donesia, Tanzania, Uganda, Ethiopia
and others which rely extensively on
coffee production and export.

“Major global tax reforms need to be
pursued through the current UN Tax
Convention negotiations to end the
profit shifting and extraction from com-
modity-exporting countries,” the notes
inarallying call

Starbucks ides a clear example of
abroader problemin the outdated glob-
al tax system which exploits producer
countries in the Global South (least de-
veloped countries such Uganda who
are also the main producers of the cash

.

crop) and shifs profits to tax..g,,,".
ing multinational eorporations fn , he
Global North.

According to the latest report, 5,
zetland, as a global commodity 'h,{
ing hub, plays a central role in 1
uating poverty worldwide. Startng,,
witlits 18 percent Swiss markup ., -
pears to be an extrerne ease, Int 1, m"
thorities in coffee- producing covry,, L
may have options (o re-coup lost ooy
nue.

Lot'sdealdiractly
When contacted on Wmlm—.rl,-,., 1
chairperson of the Brigisn Con, "'r‘“
Union (BCU),Mr Mathan Nandal "
fabi, agreed that farmers are pey;,,
“bad deal " He stated that they -,,,M‘
prefer to deal directly with Starty, "'
dting“middlemen”as the rease, 'h:‘
are unable to get a fair price foy et
premiurmn coffee. *
Meanwhile, Starbucks is stif| e
fying its high-end supply chain by l:"
eraging Uganda’s emerging ’D"‘flnj,’
sector. 1
By utilising local i""'”'""'!ian
like Kavracom, the world's larpem, *
feehouse chain believes it is i /T
ing smallholder production fy ’”"
Mount Elgon and Rwenzori regjn, 1
to its limited-volume reserye Mnop in.
suring adherence to Coffee ane pén::"’
Equity (C.A_FE) practice. “r
This is @ comprehensive eth
sourcing program developa ,””1
Conservation International v, . 'h
fy that coffee is grown, processey a"‘
traded sustainably, *Ind
In response to CICTAR’s Marc, e
report alleging that Starbucks th'z’
profits to its low-tax Swiss trading,., °!
pany, Starbucks asserted that the ,;m‘
markup it booked in Switzerlan,, ,‘
related to intellectual propert, 'inbh‘
toitsethical trading programma, 1
“We note your acknowledge,
that Starbucks has notacted illex, . " it
unlawfully. Tor
“While we recognise that Cicp, X
not an independent organisatig, "'
works in service of the orzanis,, ™
that fund it, we strongly disa N
the report’s characterisations "Jhd th
misrepresent both how we oper,,,,
business and our commitmen ) a
ical sourcing and U'arLiPal'?nc,:h%h'
in part the response to the rﬂmn g*
Starbucks. 1
According to Starbucks, the
relies on assumptions rather than ort
idence. On tax compliance, Sty o
says in its response that it payy 5 tin
es due in every jurisdiction “Wherp
operate and complies With locy) l;‘
and international standards, imhﬁ
ing OECD guidelines,adding thz.
global effective tax rate for “nanq
Year 2025 was 25.9 percent. i

OnStarbucks Coffee Ti

The statement in Tresponse
ed that Switzerland is a globg] , '
where approximately 70 percent oty
world's coffee is traded.

“This location provides acceg
skilled traders and ProXimity to
pliers for in-person negotiationg
quality reviews. For these rez,
SCTCoperatesin Switzeand.

“Its returns reflect its role in map.
ing pricing volatility and supply ..
Tisk, as well as securing lung-g-:l‘:‘
fee supply”reads part of the Starbygy
response

In their response, they spoke
collaborating with Organgaﬁnmm
‘World Coffee Research and ¢,
tion International t0 advance ney,,
fee varietes, promote biodivers E‘
supportreforestation efforts, -~
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