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Abstract

Coffee production by independent farmers is being challenged by climate
change, price fluctuations and pressures from trans-national corporations. Rec-
ognizing this, governments of coffee producing countries have implemented
subsidies and other measures, to alleviate the pressure, but these can have con-
sequences beyond economics. To explore this, we analyzed the role of subsidies
on the economic viability of independent coffee farms in Vietnam and Brazil
using a PESTLE analysis. This framework examines the political, economic,
social, technological, legal, and environmental areas that will influence the ef-
fectiveness of these subsidies. The research used academic sources, government
publications, and industry reports. The results suggest that, while supportive
measures such as subsidies and credit access can help stabilize independent
farmers’ income, producers can grow reliant on subsidies rather than actively
responding to signals from the market or adopting natural resource manage-
ment systems. These findings add to the growing evidence that measures aimed
to support producers need to recognise the effect in long-term motivations of
independent coffee producers to ensure the long-term sustainability of their
livelihoods. While these results provide a comprehensive macro-level analysis,
future research should explore the implications of policy support at individual
level.
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1. Introduction

Many households in developing economies depend on coffee as a stable source of
income. Coffee is also a staple product in many households around the world.
However, coffee production via smallholdings can be vulnerable to price fluctua-
tions, climate change, and competition against transnational corporations (TNCs).

The majority of the coffee produced in the world comes from smallholder and
family farms, with 60% of coffee being produced from farms smaller than 5 hec-
tares (Siles et al., 2022). Independent coffee farmers, defined as non-corporate,
family-run producers that cultivate < 5 hectares of land, form the backbone of this
sector (Bozzola et al., 2021). This is the case for Vietnam and Brazil, the two major
coffee producers in the world. Both countries have introduced subsidies aimed at
coffee producers from small farms, with the aim of promoting their financial sus-
tainability. A subsidy in this context is a sum of money given by the government
to a producer to support them so that the prices of coffee can remain low or com-
petitive (Yusuf, 2021). The programs are intended to lower their production costs,
encourage environmental sustainability, and lift these families out of poverty. Yet,
subsidies also face criticism, with some experts raising concerns that these inter-
ventions directly impact the long-term viability of independent farmers, ultimately
leading to structural barriers that unintentionally favors TNCs.

This paper aims to evaluate the effect of subsidies on the long term sustainabil-
ity of independent coffee farmers by assessing the impact of subsidies across mul-
tiple dimensions using a PESTLE framework. This framework encompasses the
political, economic, social, technological, legal, and environmental aspects of the
subsidies that will determine its effectiveness. As an exploratory study, the re-
search focuses on the two major coffee producers in the world, Brazil and Vietnam,
that exemplify the continued major consumer base for coffee. It is crucial that the
government and farmers strive to make coffee a sustainable economic business
venture. This research contributes to the ongoing debate about the effectiveness
of such subsidies in advancing sustainable agriculture and their implications for
global coffee markets, as well as the possible effects on worldwide coffee com-

merce.

2. Literature Review

Reviewing existing studies, there are questions raised about the success of govern-
ment subsidies at their effectiveness of economically sustaining the coffee farms.
According to Huynh and Popova (2023), they found that while these subsidies do
assist in sustaining production thresholds through subsidies, the effectiveness of
these policies in the long-run still remains unclear whether it will remain having
a positive effect for independent farmers.

Another paper by Watson and Achinelli (2008) agrees with Huynh and Popova
whereby government interventions may offset costs, but also influence the market
negatively. For instance, subsidies may cause producers to become inefficient as

they become overly reliant on the government and do not feel the need to contin-
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uously innovate to compete in the market. Therefore, Watson and Achinelli high-
light the need to improve the design of subsidies to become effective both in the
short-run and in the long-run.

Sellare et al. (2020) assessed the environmental consequences of coffee subsi-
dies, where they found that a lack of access to subsidies encourages the use of agro-
chemicals, leading to negative impacts on the environment. This supports the crit-
icism where if subsidies are designed effectively, it can lead to the opposite effect
that was unintended. Therefore, the authors suggested that other strategies could
be implemented alongside the subsidy to incentivize farmers to engage in sustain-
able coffee production while also bridging the gap between independent farmers
and TNCs.

Additionally, multiple research in Brazil attested to the fact that subsidies can
pose a threat to the environment as it can promote unsustainable farming prac-
tices such as using agrochemicals and exploiting the soil. This is further worsened
by economic objectives where the government mainly focuses on profit maximi-
zation instead of sustainability (Gorvitz, 2021; Bonn, n.d.).

Vietnam on the other hand, offers grants and incentives to identify climate-
tolerant coffee varieties, such as Robusta, intending to protect production during
climate changes, particularly the risk of rising temperatures by 2050, which can af-
fect traditional coffee-growing areas (Pham et al., 2024).

Hence, the literature review provides a comprehensive understanding of how
subsidies in place have supported independent farmers. While it has played a role
in stabilizing farmers’ income, the long-run effects remain questioned by critics.
Additionally, existing literature has cited the economic benefits and environmen-
tal risks that stems from subsidies. However, there are limited direct comparisons
between Brazil and Vietnam specifically and their subsidies’ effectiveness which

this study plans to address.

3. Methodology

This research compares the impact of governmental subsidies on smallholding cof-
fee farmers across multiple dimensions for the two major coffee producers in the
world, Brazil and Vietnam. These two countries are the focus of this study because
they rank first and second, respectively, as the top coffee-producing countries. Ex-
porting tons of coffee daily, their policies not only influence the livelihoods and
development of rural areas within their nations, but also shape coffee’s global mar-
ket. As a result, other coffee producing nations are also affected by the policy de-
cisions of these two countries. It is expected that the comparative design will reveal
relevant insights not only for these two countries, but for other major coffee pro-
ducers as well.

The data was mainly gathered from secondary sources focusing on both quan-
titative and qualitative impacts of government subsidies on the market and socio-
environment to provide a broad view on the topic. To answer the research ques-

tion mentioned above, this sources include:
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1) Academic sources

a) Academic sources were identified through Google Scholar using keywords
such as “coffee subsidies Brazil Vietnam,” “independent coffee farmers policy,”
and “independent agriculture support.” Sources published between 2015-2024
will be prioritized to ensure current policy relevance.

2) Government publications

a) Official policy documents, national statistics, and legislative records from the
government of both countries were used to understand the official scope and in-
tent of subsidy programs provided to independent farmers.

3) Industry sources

a) Reports from coffee trade associations, NGOs, and development organiza-
tions provided a different perspective and possibly some critics.

For each category, at least 3 credible sources have been used with an emphasis
on those with empirical data and policy evaluations. The author’s background,
publication reputation, and validity of the research will all be considered to prove
source credibility.

In this study, the main method used is PESTLE (Political, Economic, Social,
Technological, Legal, Environmental). PESTLE is the appropriate framework for
this study because it allows for a systematic and multi-dimensional assessment of
the factors that influence the effectiveness of coffee subsidies. For example:

- Political

- This aspect will focus on the government structure and political dynamics that
influence the distribution of subsidies and support programs, specifically,
whether resources are equitably allocated to independent coffee farmers, or
whether they are unequally captured by large corporations through political
lobbying or networks.

- Economic

- The paper will economically assess the direct and indirect impacts of subsidy
programs for farm-level profitability, cost structures, and household income
stability.

- Social

- This aspect will address the effects of subsidy policies on farmers livelihoods,
social equity, and overall community welfare. Essentially, this will evaluate
whether government support impacts living standards, education opportuni-
ties, and healthcare access among farmers.

- Technological

- This analysis will explore whether subsidies are connected to the adoption of
tools and practices that are productive and modern, such as improved irrigation
systems, mechanized harvesting, or access to agricultural extension services.

- Legal

- This legal dimension will analyse the policy frameworks such as accessibility,
clarity, and enforceability of rules. It will examine whether these policies create

more barriers for independent farmers, such as complex application processes,
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documentation requirements, or limited access to legal recourse.

- Environmental

- This category will focus on the sustainability implications of subsidy programs,
especially, biodiversity preservation, land use practices, water resource man-
agement, and carbon emissions. Whether subsidies incentivize environmen-
tally sustainable farming techniques or encourage practices that value effi-
ciency over environment.

All collected data will be sorted into corresponding PESTLE categories and syn-
thesized in a table to effectively compare differences directly between Brazil and
Vietnam. The final analysis and evaluation will focus on determining whether pol-
icies support independent farmers or do the opposite and benefit larger corpora-
tions.

To ensure reliability and avoid purely narrative judgments, outcomes were cat-
egorized under clear decision rules. Results will be labeled supportive if they showed
a positive trends in at least one of three indicators:

- Rising or stable farmer income
- Increased adoption of sustainable or productive technologies
- Improvements in environmental metrics

Conversely, results showing the opposite will be labeled as unsupportive

However, note that as this study relies entirely on secondary data, some results
might be constrained by gaps in the available statistics, inconsistent reporting stand-

ards, and potential bias in sources online.

4. Results
4.1. Political

In Vietnam, policies that support coffee production remain fragmented with pri-
vate firm regulations (Pham, 2023). A key initiative is the Credit Policy for Agri-
cultural and Rural Development (Decree 55/2015/ND-CP), where independent
farmers can borrow up to VND 150 million/hectare for replanting (with 8-year
terms) or VND 80 million/hectare for renovation (4-year terms (Hai et al., 2024).
On the other hand, for Brazil, subsidies designed bias large firms while independ-
ent firms struggle against institutional barriers despite programs like Program for
Strengthening Family Farming (PRONAF) in place to support (Bonn, n.d.). In
addition, the Coffee Economy Defence Fund (FUNCAFE) granted BRL 7.18 billion
for the 2025/2026 Crop Year to decrease production costs, increase commerciali-
zation, working capital for the cooperative, and recovery of damaged plantations.
However, independent farmers continue to face difficulties accessing these funds
due to complex eligibility criteria and limited administrative capacity (Agrolink,
2025).

4.2. Economic

Independent farmers in Vietnam dominate Robusta production around 80% -
90% and lead global production (Environment, 2021; Nguyen, 2025), but although
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with an export growth of $ 5.32 billion and 1.45 million tons in 2024, sustainability
is threatened by aging crops, credit access, and price volatility (Uyen, 2024; Theme-
Bucket, 2024). Similarly, Brazilian independent farmers produce 40% of coffee but
lack access to subsidies and face currency depreciation which reduces their prof-
itability (Souza & Albuquerque, 2023). PRONAF has also attempted to support 2
million families but failed to address systemic issues including exacerbating ine-
quality between independent and large farmers (Jarvis, 2012; Souza & Albuquer-
que, 2023).

4.3. Social

While farmers in Vietnam struggle with increased costs due to high pesticide use
and low income (Hani and Hani, 2024), the Brazilian farmers received support
from the government with credit and technical assistance. This influenced farm-
ers’ livelihoods and reduced rural poverty. However, similarly to Vietnam, Brazil-
ian independent farmers with less than 20 hectares of land still face challenges
with income equality (World Bank Group, 2013; Daily, 2023).

4.4. Technological

Farmers in Vietnam are heavily dependent on traditional farming methods with-
out technology, part of this is because the Central Highlands have steep terrains
making mechanized harvesting uncommon. Furthermore, they also lack the fi-
nances and training to be able to incorporate technology in their farming methods.
In contrast, Brazilian farmers have better technology availability through the ABC
+ Programs but it still remains costly resulting in limited adoption among the farm-
ers (20 - 30%) (Morrison, 2024).

4.5. Legal

Independent farmers in Vietnam are limited to capital access due to their lack of
full property rights preventing them from using their land as collateral. Addition-
ally, very few independent farmers receive the official certification for “Budn Ma
Thudt Coffee” from the GI registration authority (IP Vietnam, 2022; Pham, 2023).
Conversely, Brazilian independent farmers can limitlessly borrow money by mort-
gaging their land and taking out bank loans as well as enroll in government pro-
grams like PRONAF (World Bank Group, 2013). But similarly to Vietnam, farm-
ers cannot achieve official certification since they cannot afford the required in-

spections and documentation.

4.6. Environmental

Due to the lack of access to subsidies, the intensive farming techniques that Viet-
namese farmers use lead to soil erosion and damaging the environment (IWMI,
2018; Riano, 2022). Brazil experienced the same outcome as Vietnam but because
of the structural barriers to obtaining certification (Pinto et al., 2014). However,

the government recognizes this and implemented programs in smart agriculture
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that are enabling farmers to cut water usage by 30%, contributing to preserving
the environment (Morrison, 2024).

Looking at Figure 1, there are clear differences in how Vietnam and Brazil’s
government implement subsidies to support independent farmers. Their structural
framework faces different problems where Brazil struggles with cost barriers while
Vietnam mainly struggles with accessibility barriers. However, even with different
struggles, it is clear that the subsidies in both countries are not supporting inde-
pendent farmers to its fullest extent.

To ensure reliability and transparency in the PESTLE analysis, a total of 36 doc-
uments were reviewed with 6 political, 7 economic, 6 social, 5 technological, 6 legal,
and 6 environmental sources. Documents were selected with the publication date
(2000-2024), accessibility, and direct relevance to independent coffee production in
Vietnam and Brazil in consideration. Sources that were used included academic re-

search, official government policy papers, NGO reports, and industry profiles.

‘ Political Economic ’ ’ Social Technological Legal Environmental

2\ . - ™ o\ N
Economic Increased costs ] - f Lack of access to
. PR o Low adoption of Limit capital Lo
— Vietnamese f—  sustainability is —1  from pesticides — q — —1 subsidies lead to
by o mechanized access due to lack 5
policies remain threatened by use and low o damaging the
5 . X farming method of full property R s
fragmented lack of credit income in o q P environment in
gy . in Vietnam rights in Vietnam y
access in Vietnam Vietnam Vietnam
\ \ V2N VY | J
/ 0 - \ . More N 0 K Limitlessly N Structural barriers
Brazilian farmers More 5 o
0 Bra governmental q borrow money by to certification
Subsidies in lack access to y technological . .
X o : support but still L mortgaging their leads to
—— Brazil favor large | — subsidies, facing — 5 —  availability but — a — o
struggles with . land and taking environmental
firms currency 5 s o face cost barriers 3 PO
P income inequality o " out bank loans in implications in
depreciation . g in Brazil . .
NS J / N in Brazil VY J \ Brazil J \ Brazil /

Figure 1. PESTLE analysis summary.

5. Discussion

As seen from the results, the discussion will interpret the findings not as isolated
results of each country but as a whole on agricultural subsidies and sustainability.

In this context, “support” is more closely aligned to a sustained, multidimensional
framework or assistance that addresses economic, technical, institutional, and social
barriers simultaneously, rather than just financial aid. Therefore, supporting these
farmers means ensuring they have access to resources, knowledge, markets, and in-
stitutional representation in ways that allow them to thrive, rather than just sustain-
ing themselves. This involves designing policies that are accessible and specific to
local needs, rather than favoring large-scale producers. Without such comprehen-
sive policies, independent farmers will continue to struggle, and their integration
into national and global value chains remains partial and precarious.

The results mentioned above support the suggested challenges faced by inde-
pendent farmers in Vietnam and Brazil. While Vietnamese policies are fragmented,

consistent with the broader trend in Southeast Asia, where private farms monop-
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olize the market (Pham, 2023; IDH, 2019), Brazil’s initiatives, such as PRONAF,
attempt to integrate independent farmers within the market (Souza & Albuquer-
que, 2023). According to economic data, Vietnam is the leader in the Robusta
coffee market, yet its independent farmers experience declining production and
market price fluctuations (ThemeBucket, 2024). Similarly, the subsidy system in
Brazil favors large agricultural producers, while independent farmers, who repre-
sent 40% of total output, continue to face a marginalized status (Coffee Producer
Country Profile: Brazil, n.d.). These findings emphasize the policy gap across coun-
tries where government interventions often unintentionally prioritize economic
growth and export competitiveness over long-term resilience. Future subsidies
could have stronger policy coordination, expand access to credit and training for
independent farmers, and improve market transparency to align the national ag-
ricultural goals with the economic sustainability of independent farming systems
better.

As aresult, the findings all suggest that although subsidies’ design were differ-
ent for each country, both Vietnam and Brazil had similar outcomes where the
subsidies favored large corporations and independent farmers remained vulnera-
ble. This is because subsidies often have legal requirements that are needed to
qualify for financial support, such as a minimum production volume, export ca-
pacity, or creditworthiness, which all inherently bias large-scale producers. In Bra-
zil, the requirements to join the PRONAF programs are to hold a valid Declaration
of Aptitude for PRONAF (DAP) and to operate within a maximum of four fiscal
modules, which can exclude smaller farmers in rural areas (“Family Farming in
Brazil: Inequalities in Credit Access”). Meanwhile, independent farmers face fi-
nancial barriers in Vietnam. To qualify for agricultural and investment incentives,
the government requires projects to invest at least VND 6,000 billion (approxi-
mately USD 250 million) within three years or employ over 3,000 workers (“Vi-
etnam Investment Handbook 2021”). These requirements across two countries
illustrate how subsidy frameworks, though intended to promote agricultural de-
velopment, often widen the inequality by systematically excluding independent
farmers from investment and financial support from the government.

However, the government must be aware of the implications of subsidies and
credit access, as they can lead to farmers growing reliant rather than actively re-
sponding to signals from the market or adopting natural resource management
systems. The dependency on subsidies can lead to producer inefficiency, no inno-
vation, and environmental stewardship. This aligns with the study conducted by
Galbi, where federal agricultural credits and subsidies in Russia have impeded mar-
ket-oriented reform in the agriculture sector rather than enhancing it. In the long
run, the government will also find it difficult to withdraw or reform subsidy pro-
grams if needed without triggering resistance or destabilizing rural incomes. There-
fore, future government interventions must be designed to combine immediate
relief with structured guidance towards independence, to empower farmers with-

out creating long-term reliance.
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6. Evaluation

There are multiple strengths of this study that makes the analysis significant when
considering the effect of subsidies on independent farmers: the PESTLE frame-
work, the comparative design between Vietnam and Brazil, and the wide range of
secondary sources.

First, using PESTLE to organize and present the information ensures that the
evaluation does not focus solely on economics but instead considers the wide con-
text of subsidies within climate change, market access, and institutional change.

Additionally, using a comparative analysis between Vietnam and Brazil allows
for a clear analysis of the differences and similarities when implementing subsi-
dies. Looking at the successes and shortcomings can guide policymaking to be
more globally informed and design policies in a way that is supporting independ-
ent farmers and not favoring large corporations.

However, this research also has limitations that inhibit the generalization of the
results. The methodology of the study relies entirely on secondary sources which
leads to inherent biases from existing literature. For example, reports from the gov-
ernment may not disclose the full extent of the flaws of subsidies, while NGO pub-
lications might overstate the environmental inefficiencies to advocate for reform.
The use of PESTLE also has a limitation as it focuses on the macro-level effects
which overlook the local dynamics that can shape farming sustainability. The anal-
ysis is also heavily reliant on secondary data which restricts the ability to identify
causal relationships about the direct effect of subsidy programs on independent
farmers.

Furthermore, the study only compares two coffee exporting countries exclud-
ing other nations such as Colombia or Ethiopia, limiting the generalizability of
the findings to the wider global coffee economy. The choice to only compare Bra-
zil and Vietnam is due to the differences in data availability of other countries and
to maintain analytical depth instead of the breadth within the scope of the study.
Integrating more countries regarding this area could be achieved in future re-
search by using secondary data sources or conducting data collections personally
to provide broader comparative insights.

Hence, this study must be interpreted with awareness of the situational context
because while the findings is a broad evaluation of the strengths and weaknesses
of subsidy programs in Vietnam and Brazil, they may not be applicable to on a
micro-level where it focuses on how the subsidies affect individual farmers with
different circumstances. For future studies, the approach should be a mixed-method
where it considers both macro-level effects and micro-level effects on independent
farmers to provide a more multifaceted understanding of how the implementation
of subsidies affect not only the group of farmers as a whole but their individual
circumstances. Moreover, there should be incorporation of primary data collec-
tion including interviews or surveys with independent farmers to triangulate find-

ings and strengthen the reliability of conclusions.
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7. Conclusion

In conclusion, there were both similarities and distinct characteristics between the
coffee sectors of Vietnam and Brazil. Politically, both governments intervened
through subsidies attempting to integrate independent farmers but still favored
large corporations. Economically, Vietnam’s independent farmers dominate the
coffee industry while Brazil’s independent farmers experience reduced profitabil-
ity due to systemic barriers of subsidies. Socially, Vietnam’s use of pesticide poses
a threat to human health and also increases cost, reversing the effects of subsidies,
however, Brazil started to incentivize eco-friendly practices with a new subsidy
program. In terms of technology, Brazil is much more technical while Vietnamese
farmers still rely on traditional farming methods. Legally, Brazilian farmers have
easier access to loan and micro-credit than Vietnamese farmers. Environmentally,
Brazil has stronger sustainability programs but still faces deforestation concerns
while Vietnam struggles with soil degradation and over reliance on intensive farm-
ing methods.

With the evaluation, it is important to highlight how the government can design
programs in ways that holistically consider all the aspects to effect long-term via-
bility of the coffee industry. Therefore, in the future, both Vietnam and Brazil need
to strike a balance between environmental sustainability and economic competi-
tiveness with better resource management, diversification into higher-value coffee
varieties, and gradual mechanization to help lessen its environmental impact and

allow independent farmers to thrive.
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