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Fazenda Diamantina 
ESG dilemmas in a Brazilian coffee farm 
Leonardo Azevedo 

Luis Palencia 

It was a sunny morning in October 2025 when Bruna and Heitor Barbosa reflected on the ESG 
orientation they should give to their business, a farm in the Brazilian region of Matas de Minas. 
Fazenda Diamantina (as the farm was called) produced top-quality coffee with a craft mentality 
while caring for the environment and the community under strict, self-imposed ESG standards. 

It was four years after their first crop, and although they were satisfied with their lifestyle and had 
a sense of fulfillment, the financial results were still very volatile, the business was very risky, and 
the job was hard. After harvesting the crop, they decided to take stock and review their ESG 
commitment. 

In October 2025, they had three alternatives: 

• First, they could sell a significant stake in the farm to a growing agricultural fund
apparently willing to maintain their ESG approach.

• Second, they could sell the farm to their partner, who most likely would abandon ESG
principles. They could partially recover their investment and resume their corporate
careers in São Paulo.

• Finally, they could continue with the farm, now that it was profitable, increase direct
trade deals, and open an office in São Paulo. However, that alternative would require
substantial effort and investment.

They had to make a decision within a few months to be able to plan for their three children’s 
school needs. 
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The coffee market 

In 2025, the coffee market was huge, with some estimates valuing it at over US$150 billion and 
expected to grow by 5% in the following five years.1 

Consumption varied a great deal, with countries such as Finland and Norway having a very high per 
capita rate of consumption (over 10 kg/year). Others, such as Italy and the United States, had a 
medium rate of consumption (5 kg/year), and still others had a much lower consumption rate. In 
terms of total consumption, the United States was the largest consumer (27 million CB2 per year), 
followed by Germany, Japan, France, and Italy (ranging from 6 to 9 million CB/year, respectively). 

In a very simplified way, the coffee value chain could be broken down as follows: 

• Growers. Worldwide, there were approximately 25 million small growers (farms), who
contributed about 70%–80% of the world’s coffee production. These small growers had
to sell their coffee at low prices, thereby negatively impacting their product quality and
profitability. Larger growers benefited from economies of scale and faced less price
pressure.

• Local agents purchased the coffee from growers and sold it to wholesalers. Their
profitability was still relatively low.

• Since few consumers knew the country of origin of their coffee, wholesalers bought
coffee worldwide, thereby accumulating significant power.

• Roasters were typically multinational corporations that captured more value than
growers and agents combined; they also faced lower risk.

• Finally, various companies (some large, some small) controlled end consumption (via
both HORECA - hospitality, restaurants & catering- and domestic consumption).

Since coffee was a commodity, its price was mostly determined by supply and demand (a bad 
crop in Brazil would instantly push prices upward), and it fluctuated wildly. While operators tried 
to hedge against fluctuations, small farms could not and therefore bore substantial risk. Coffee 
prices were set in New York in $/CB and served as a reference for agents to buy from growers, 
who usually applied discounts based on each farm’s strength. 

1 Estimates of the global coffee market varied widely depending on what was being measured (green coffee production 
versus final retail sales), which segments were included (retail, HORECA, instant coffee, capsules, or ready-to-drink 
beverages), and whether figures reflected volume or current prices in a highly volatile commodity market. 
2 CB = Coffee bags were equivalent to 132 lbs or 60 kg. 

A
bs

tr
ac

t f
or

 p
ro

m
ot

io
na

l u
se

 o
nl

y.
 F

ul
l v

er
si

on
 a

va
ila

bl
e 

at
 w

w
w

.ie
se

pu
bl

is
hi

ng
.c

om



Fazenda Diamantina ASN-96-E 

 

  

IESE Business School-University of Navarra 3 

Coffee production 

In 2025, most of the world’s coffee production was concentrated in Latin America (LATAM) and 
Asia. Brazil was the leader, producing 37% of the world’s coffee, followed by Vietnam (17%) and 
Colombia (8%). 

To explain it in simplified terms, the production process of coffee farms was as follows: 

• Crop formation (planting trees, irrigating the plants, and applying fertilizer, pesticides, 
and herbicides) usually took from two to three years before the first harvest. It was 
considered part of the initial investment. 

• Farming required careful attention to many factors (e.g., climate and altitude, plant 
shading and canopy management, and pruning and maintenance). 

• Harvesting took place between May and September. It could be done through selective 
picking or strip picking. Selective picking was time-consuming since it involved handpicking 
the ripe cherries, but it ensured top quality. Strip picking involved mechanically harvesting 
all the cherries at once. 

• Cherry processing removed the outer layers of cherries and their pits. There were three 
main methods: 

− Dry process: Coffee cherries were picked from the trees and spread out in the sun 
to dry; they had to be turned periodically to ensure even drying. Once dried, their 
outer skin, pulp, and parchment layers were mechanically removed. This method 
required large surfaces to spread the cherries and extra labor, although it did not 
require investment. It was the method most frequently used by most small farms. 

− Wet process: Coffee cherries were first sorted to remove unripe or overripe cherries 
and then passed through a pulping machine to remove the outer skin. Beans were 
then fermented and washed to remove any residue. Finally, they were mechanically 
dried. Wet processing produced a superior-quality coffee that was highly 
appreciated in Europe, with a cleaner, brighter flavor profile. It required less time 
and labor than the dry process, although it consumed large quantities of fresh water 
and electricity. It also required substantial investment. 

− Honey process: The so-called honey process was somewhere in between the dry 
and wet processes.  

• Milling and roasting: these steps required specialized equipment, so farms typically 
outsourced them or sold unroasted cherries. 
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