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Fair Tradehas become a dynamicand successful dimensionof an emerging counter-tendency
to the neo-liberal globalisation regime. This study explores some of the dilemmasfacing the
Fair Trade movementas it seeks to broaden and deepen its impact among the rural poor of
Latin America's coffee sector. We argue that the efforts to broaden Fair Trade's economic
impactamongpoor, small-scale producers are creating challengesfor deepening the political
impactof a movementthat is based on social justice and environmentalsustainability.Thestudy
is based on two years' researchand seven case studies of Mexicanand CentralAmericansmallscale farmer cooperativesproducing coffeefor the Fair Trademarket.

Introduction
World coffee prices languish at an almost 100-year low due to deregulation-drivenoverproduction and cost-cutting technological innovations in coffee processing (Ponte 2002;
Oxfam 2002; Lindsey 2004). The results have been devastatingfor Latin America's millions
of small-scale coffee producers.Farmersdesperate to escape the grinding poverty that has
accompaniedthe coffee crisis are leaving the coffee-growing regions of Mexico and Central
America by the tens of thousands.Coffee farms have been abandonedthroughoutthe region
as farmers and their families move to urban areas to settle in squatter communities or to
begin their migrationto El Norte, the USA. They join many others fleeing the region's rural
poverty, braving the dangerous desert crossings into the USA. In 2003, 409 people died in
the deserts, a seven-fold increase since 1995, just prior to the onset of the current coffee
crisis (Hendricks 2004). With another 83 deaths reported in the first four months of 2004
(before the summer's sweltering heat began), that year was projectedto be the deadliest yet.
Still, the numberof such migrantsgrows.
Meanwhile, a relatively small but increasingnumberof small-scale producersare surviving
the coffee crisis, staying in their communities and even experiencing a degree of prosperity.
Through access to Fair Trade markets, these farmers have been able to sell their coffee at
prices more than double the street price paid by local coyotes (intermediaries),the traditional means of access to the coffee marketfor most small producers.The demand for Fair
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Tradecoffee has grown dramaticallyover the past decade, accountingfor 1.2 per cent of total
Europeancoffee sales (EFTA 2001) and 0.5 per cent of the much largerUS market.
The potentialfor the Fair Trademovement to alter the downwardspiral of Latin America's
ruralpoor has been advanced by a numberof advocates and sympatheticobservers (Waridel
2001; Ransom 2001). Perhapsas testimony to the growing potential of Fair Trade, there has
also been a growing chorus of critics of the movement (Lindsey 2004). To better understand
both the potential and the limitations of Fair Trade, the Fair Trade Research Group (FTRG)
was formed in 1999. (1) Based in the Sociology Departmentof Colorado State University
(CSU), the FTRG has drawn upon a network of practitioners and scholars from Africa,
Europe, Latin America, and the USA. Through an ongoing series of workshops and scholarly research,the FTRG has attemptedto identify the potential of, the obstacles to, and the
unresolveddilemmas facing the Fair Trade movement.
The following discussion is based on the findings of a two-year study of small-scale coffee
producersin Mexico and CentralAmerica who have participatedin Fair Trade (Murrayet al.
2003). The study was launched at a 2001 workshop in Mexico City to define a research
agendathrougha participatoryprocess involving regional and internationalscholarsand practitioners.In collaborationwith a team of independentresearchers,the FTRG conducted seven
case studies of small-scale producercooperatives participatingin Fair Trade. We found the
benefitsof FairTradeto LatinAmerica's small-scale coffee farmerswere both more significant
and more complex than previously understood,and have reportedon some of these findings
elsewhere (Raynoldset al. 2004; Tayloret al. 2005). Here, we explore the complex and important dilemmas still facing small-scale coffee producersand the Fair Trade movement in their
efforts to broaden and deepen the impact of this alternativetrade initiative. By broadening
Fair Trade we mean increasing the number and variety of participants.Deepening refers to
the challenge of maintainingand strengtheningthe core social and environmentalvalues of
the Fair Trade movement. Accomplishing each without sacrificing the other, we will argue,
is the centraldilemma for the Fair Trademovement.

What is FairTrade?
The FairTrademovementis an effortto link socially andenvironmentallyconscious consumers
in the Northwith producersengaged in socially progressiveandenvironmentallysoundfarming
in the South. It is an attemptto build more direct links between consumersand producersthat
provide the latter with greaterbenefits from the marketingof their productsthan conventional
productionandtradehave allowed, while breakingdown the traditionalalienationof consumers
from the productsthey purchase.
FairTradeis a movementwith considerablepotential,thoughit makes no claim to be able to
resolve single-handedthe seemingly downwardspiral of problems associated with the current
neo-liberalglobalisationregime, which has led to increasingimpoverishment,disenfranchisement, and alienationon a worldwidescale. It is one of the more dynamicexamples of the initiatives, campaigns, and movements that are constituent elements of what Peter Evans has
describedas 'counterhegemonic networks' (Evans 2000), characterisinga process of 'globalization from below' (Portes 1999). These efforts representa multifacetedresponseto globalisation thatseeks to re-regulateglobal production,trade,and consumptionin ways more protective
of and beneficial to people and the environment. In this context Fair Trade becomes a
case worthy of investigation in its own right, and also a vehicle for understandingthe
broaderincipient pursuitof a fundamentallydifferentform of globalisation.
Fair Trade began in Europe nearly 50 years ago with church-basedinitiatives to sell handcrafts from Africa and elsewhere (Stecklow and White 2004). By the 1960s this initiative
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evolved into 'world shops' that engaged in marketinggoods from the developing world in
Europe and the USA, and whose strategy was to eliminate intermediariesin the commodity
chain and return greater profits to Third World producers. Fair Trade continued to evolve
through the 1980s, and has grown at an impressive 30 per cent annually ever since (Fair
Trade Federation2003) throughlabelling and mainstreammarketingof an expanding range
of commodities. Sales reached over US$700 million by the end of 2003 (Stecklow and
White 2004).
In the late 1980s the NGO Max Havelaarbegan marketingcoffee under its own label and
certifying that a guaranteedminimum price was being paid to the producers, along with
additional funds for community development projects. Soon coffee became the dominant
commodity within the Fair Trade movement. In 2003 nearly 20,000 tonnes of roasted Fair
Tradecoffee were sold in 17 countries (see Table 1), with the USA as the leading market.

Table 1: Sales of roasted Fair Tradecoffee (in MT)
Years
Country

2001

2002

2003

TF Austria

332.3

409.1

463.1

MHBelgium

582.2

632.2

762.5

TF Canada

277.0

425.0

647.9

MH Denmark

712.0

655.0

543.0

RKEFinland

97.0

109.0

113.2

950.0

1,386.0

2,368.4

TF Germany

3,128.6

2,942.0

2,864.8

FTFGreatBritain

1,553.9

1,953.9
60.0

2,889.1
99.9

453.0

243.2

229.6

6.5

9.6

21.5

TF Luxembourg

77.3

68.0

64.9

MHNetherlands

3,104.7

3,096.1
312.5
294.0

MHFrance

IFTNIreland
TF Italy

TFJapan

62.0

MHNorway

178.9

3,139.7
232.0

Rattv.Sweden

253.6

289.2

MHSwitzerland

1,306.4

1,246.0

1,550.0

TFUSA

1,263.0

1,854.0

3,574.0

Total

14,338.4

15,653.8

19,894.5

TF = TransFair
MH = Max Havelaar

RKE= ReilunKaupanEdistamisyditys
ry (FinnishAssociationfor PromotingFairTrade)
Foundation
FTF= Fairtrade
IFTN= IrishFairTradeNetwork
for Rittvisemarkt
Rattv= Foreningen
Source:FLOInternalDatabase
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As the FairTrademovementgrew, the for coordinationandharmonisationamongthe various
labelling initiativesled to the creationof FairtradeLabellingOrganizationsInternational(FLO)
(Renard2003:90). The FLO subsequentlyestablisheddetailed standardsfor its seven certified
commodities based on a common set of principles. It monitorsproducerand tradergroups to
ensure compliance, and may on occasion de-certify groups for failure to meet or maintain
the certificationcriteria.
The FLO standardsfor coffee-producinggroups are that producersmust be small, familybased growers organised into politically independentdemocratic associations; and that they
must pursue ecological goals by conserving naturalresources and limiting chemical inputs.
Coffee importersmust comply with another set of FLO standardsin order to use the Fair
Tradelabel:
* Purchasesmust be made directlyfrom producers'organisations,with purchasingagreements
that extend beyond a harvestcycle.
* Importersmust guaranteethe FLO minimumprice (US$1.21/lb for Arabica coffee) and pay
a social premium(US$0.05/lb) in additionto the minimumprice, or pay the world market
price, whichever is higher; certified organic coffee receives an additional premium
(US$0. 15/lb).
* Importersmust if requestedoffer pre-financingequal to 60 per cent of the contractvalue.
Latin America is the centre of Fair Tradecoffee productionwith 165 producergroups registered with FLO in 14 countries, which together export over 84 per cent of all Fair Trade
coffee. Mexico has been the dominantplayer in this production,with Colombia, Guatemala,
Nicaragua and Peru also making significant contributionsto the overall volume (Raynolds
et al. 2004).
Fair Traderepresentsa real opportunityfor small-scale producersto participatein a global
trade scheme that is significantlybetter than the traditionalcoffee markets.Up to 30 per cent
of the world's small-scale coffee producers are now linked to the Fair Trade networks
(Conroy2001:10). But the degree to which these farmersbenefit and the scope of such benefits
has been largely unanalysed.
To understandboth the benefits to and the ongoing dilemmas facing Fair Trade coffee in
Latin America, the case-study authorsand the CSU team conducted semi-structuredin-depth
interviews in the seven cooperatives described in Table 2. The cooperatives represent the
Table 2: Case-studyorganisations
Number of members

Location

Founded

CEPCO

Oaxaca, Mexico

1989

41 organisations
16,000 members

UCIRI

Oaxaca, Mexico

1981

2 076

Majomut

Chiapas,Mexico

1983

1500

La Selva

Chiapas,Mexico

1976

943

Tzotzilotic

Chiapas,Mexico

1992

840
116

Name

La Voz

Guatemala

Late 1970s

APECAFE
Las Colinas
El Sincuyo

El Salvador

1997
1980
2000

11 cooperatives
99
28

Source: Murrayet al. 2003
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rangeof experiencesamong small-scaleproducergroupsparticipatingin FairTrade.The oldest
andlargestof the cooperatives,UCIRIand CEPCOin Mexico, reflectthe experienceof increasing diversification,while the newer Las Colinas cooperativein El Salvadorrepresentsthat of a
cooperativestill tryingto establishitself within the FairTraderegime. The La Selva cooperative
in Mexico had droppedout of and now seeks re-entryinto FairTrade.Togetherthey provideus
with the range of experiences and, perhaps more importantly,the range of dilemmas facing
small-scale Fair Tradecoffee producersand the Fair Trademovement as it goes forward.
Farmersare understandablydrawnto Fair Trade for the premiumpaid for certified coffee.
The case of Majomut is indicative, with farmers producing on average 1500 lbs of Fair
Trade coffee, for which they receive US$1700, compared to the street price paid by local
coyotes of US$550 (Perezgrovas and Cervantes 2002:16). With coffee representing 80 per
cent of Majomut members' family incomes, the economic benefit of participatingin Fair
Tradeis clear.
Yet our researchalso found a range of otherbenefits at times less obvious, but in some ways
more significant.(2) FairTradehas providedincreasedeconomic and social stabilityto participants, and greater access to technical training. This in turn has led to improvementsin the
qualityof small-producercoffee andhigherproductivity.Farmers'families have also benefited,
for instance throughgreateraccess to education for their children. Many indigenous farmers
also saw Fair Trade as an importantvehicle for culturalrevival, most notably in the cases of
the Tzotzilotic and La Selva cooperatives in the southernMexico state of Chiapas, and the
La Voz cooperativein the Guatemalanhighlands.Fair Tradehas also contributedto strengthening farmers'organisations,which in turnhas fostered access to other opportunitiesfor cooperatives and their members. These opportunitiesinclude direct marketingof their coffee and
other commodities, and access to training in organic farming techniques and other methods
to improve the quality of their coffee, both of which are discussed below.
While the benefits vary from one case to another,all the cooperatives participatingin Fair
Trade have clearly reaped significant benefits from the experience, which has improved
the well-being of thousands of small-scale farmers in Mexico and Central America.
However, the case studies raised importantquestions about the long-term ability of the Fair
Trademovement to broadenand deepen this experience. If Fair Tradeis to move beyond benefiting a relatively small segment of the rural poor, it will need to address-and resolveseveral dilemmas.

The dilemmas facing FairTrade coffee producers
The Northern market
While this article focuses on the dilemmas facing small-scale coffee producersand the Fair
Trademovement at the point of productionin the Global South, the Fair Trademarketin the
North remains a fundamentalforce in determiningthe success or failure of such efforts. In
each of the case studies cooperative members and researchersalike raised concerns about
both the size and trajectoryof the Northernmarkets.While sales of Fair Tradecoffee continue
to expandin the USA, growthin the Europeanmarketappearsto have slowed considerably(See
Table 1). In spite of the continueddynamismprojectedfor the NorthAmericanmarket,it too is
likely to reach a ceiling at some point.
Given the potentiallimits to the existing FairTrademarket,thereare serious implicationsfor
helping increasing numbersof small-scale coffee producersin Latin America and elsewhere
throughFair Trade.A great many producerscan meet the stringentcriteriafor Fair Trade certification.But the numberof qualifiedproducersfar exceeds those actuallyselling theircoffee in
Development in Practice, Volume 16, Number 2, April 2006
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the FairTrademarketandthus benefitingfrom this initiative.Even among alreadycertifiedproducers, far more of their producegoes on the traditionalcoffee marketthan on the Fair Trade
market,and thus they fail to reap the full potentialbenefits. FLO estimates that the capacity of
small-scale coffee producersworldwide who could meet Fair Trade certification is roughly
seven times the actual volume exportedvia Fair Tradechannels.
In the cooperatives surveyedin this study, the limits in the existing Fair Trademarketwere
evident. Only two of the five cooperatives in Mexico and one of the two Central American
cooperatives reportedselling all their coffee under Fair Trade labels. The others claimed to
sell only a portion of their coffee via Fair Trade, with one selling none of its produce under
the Fair Tradelabel.
The effects of marketceilings cannot be overstatedsince they frame and condition all of the
dilemmas discussed below. This reality is part of the justification for the aggressive push to
'mainstream'Fair Trade via supermarketsand other outlets in the USA and elsewhere. (3) It
is also at the heart of the challenge to the Fair Trade movement posed by the expansion of
supply (broadening)in ways that may not supportdeepening of the movement.

Improvingthe qualityof Fair Tradecoffee
A relatedconcern for the small-scale producersof Fair Tradecoffee is the question of quality.
Similar to the organics movement, the early offerings of Fair Trade coffee were of uneven
quality.Consumerswere encouragedto purchasethese productsout of solidaritywith and compassion for poor, small-scale producers.But as Fair Trademoved from a rathersmall niche to
the mainstreammarkets,quality became a critical issue.
In recent years there has been considerablesupportfor improving quality provided to Fair
Trade certified cooperatives. Most of the case studies reportedsignificant investment of time
and resources in trainingand technology. Many of the Fair Trade coffees reaching Northern
marketsare now significantlybetterthan the early products,as demonstratedby the increasing
number of awards garnered by Fair Trade coffee in international cupping (taste-testing)
competitions.
However, the qualityissue remainsa significantobstacle. Opponentsof the FairTrademovement continue to maintain that the coffee is of low quality, at times using this argumentto
justify theircontinuedresistanceto introducingFairTradecoffee into theirproductlines. Competitorsalso arguethat FairTradecoffee is inferiorin orderto promotetheir own coffees. This
dynamic is a fundamentalfeature of traditionalmarketing,but it neverthelessremains a challenge to the Fair Trade movement. The history of the organics movement suggests this is a
dilemma that can be overcome, althoughit may be one that persists for some time (Raynolds
2000).

Expandingparticipationin Fair Tradecoffee
If the benefits of Fair Trade are to be realised by a largernumberof people in Latin America,
steps need to be taken to increase participationin this alternativetradenetwork.If the market
continues to expandin the near term, so more small-scale coffee farmersneed to be integrated
into it. But the variousoptions for achieving this goal do no only representopportunitiesfor the
poor, but also dilemmas for the Fair Trade movement.
Many farmersare seeking access to the Fair Trade marketduringthe currentcoffee crisis.
Some aretryingto join cooperativesthatare alreadyparticipatingin FairTradeas an individual
strategyto achieve benefits relatively quickly. Others are seeking Fair Trade certificationfor
new or existing cooperatives. Similar to earlier periods of agriculturaldevelopment (Glover
184
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and Kusterer1990; Conroyet al. 1996), early entrantsinto emergingsectors tend to be the most
successful. As such, they are able to define at least some of the conditions under which subsequent entrantscan participate,usually to their own advantage. Yet unlike these previous
examples of agriculturalcommercialisation,there appear to be considerable efforts on the
partof the early entrantsinto FairTradecoffee to help newly enteringfarmersand cooperatives
establish themselves. In Mexico, for instance, Fair Trade productionhas expanded primarily
throughthe collaborationbetween existing Fair Trade cooperatives and others seeking entry
into this market.UCIRI, a pioneer in Fair Trade coffee, helped La Selva gain access to Fair
Trade in 1990. La Selva then assisted Majomut's entry in 1993-1994. Majomut followed
this traditionand assisted Tzotzilotic in selling its coffee as Fair Tradein 2001. This collaboration was fuelled in part by the fact that buyers often sought more Fair Trade coffee than a
single cooperative could provide. Yet it also reflects the fundamentally different values
embedded in Fair Trade, involving solidarity and the moral obligation to offer mutual
support,in stark contrast to the often ruthless competition generated by traditionalmarket
relations.This is one example of the success in deepening the impact of the Fair Trademovement while broadeningparticipationamong Latin America's ruralpoor.
Most of the case-study cooperativeshad criteriafor accepting new members.But an underlying tension exists within some of these cooperatives, with establishedmembers questioning
the commitmentof newcomers, fearing that their interest is based simply on opportunismin
the face of the currentcrisis. Establishedmembers were concerned that new members would
quickly abandonand thereby weaken both the cooperative and the Fair Trade movement, if
and when the marketrecovers. In response to this concern, the majority of the cooperatives
in our study have established pre-conditionsfor members that seek to assure a commitment
to both the longer-terminterestsof the cooperativeand the Fair Trademovement. (4) The criteriainclude committingto volunteeractivities within the cooperative,participatingin cooperative governance, proving their authenticityas peasant farmers and their honesty in previous
business dealings, and convertingto organic farming.
But expandingexisting cooperativemembership,or even assisting new cooperativesto gain
access to the FairTrademarket,is unlikely to bring more than a small additionalpercentageof
Latin America's poor, small-scale farmersinto this market.Some have proposedlowering the
guaranteedprice paid to producersby Fair Tradecertifiedbuyers. The conventionaleconomic
logic of this proposalis that lower prices will lead to greaterconsumptionin the North and in
turn allow for a correspondingincrease among suppliersin the South. This was an argument
made by the representativeof one large cooperative in Mexico that was trying to regain
access to the Fair Trade market.Further,he argued for the need to 'establish rules that limit
the amount of time that any particularorganizationcan participatein Fair Trade in a way
that will benefit less organized groups' (Gonzailez2002:32). This sentiment was echoed by
others seeking access to the Fair Trademarket.
It is somewhatpredictablethat those outside the Fair Traderegime should argue for radical
changes in the system to allow for greaterparticipation.But it is unclearwhetherreducingthe
premium paid to producerswould significantly alter currentdemand for Fair Trade coffee.
Perhapsmore importantly,the proposalto limit the length of participationwill probablymeet
with strongoppositionby the earlierentrantsinto FairTradewho continueto reapconsiderable
benefit from this market.They also benefit the Fair Trade movement by providing a reliable
supply of Fair Trade coffee while also demonstratingthe ability to use Fair Trade benefits in
ways that are consistent with the vision of the movement. Replacing these with newer, less
experienced, and less well-organised cooperatives might seriously weaken the current Fair
Trade process, without necessarily providing comparable benefits to the newer entrants.
Again, broadeningthe impact of Fair Trademay not be consistent with deepening its impact.
Developmentin Practice, Volume16, Number2, April 2006
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There is another,equally problematic,proposal for altering the currentFair Trade coffee
regime in Latin America and beyond. An increasingnumberof larger,plantation-basedproducers, along with some of the largest coffee importers,have called for opening up Fair Trade
certificationto producersother than small-scale farmers.The logic of this argumentis essentially that there are many more poor farm workers in Latin America and elsewhere than
there are poor small-scale producers that can benefit from Fair Trade. Plantation owners
argue that they can, or already do, meet Fair Trade's environmentaland social standards.
Further,they point to other commodities such as tea and cocoa where plantations are the
norm and where differentFair Trade certificationcriteriahave been established to reflect the
conditions of plantationproduction.
Some of the largest coffee importershave enteredinto the discussion, expressing a willingness to make Fair Trade coffee a centrepiece of their productline (which is not currentlythe
case among the largercoffee roasters)if the large plantationsfrom which they now buy were
to become Fair Tradecertified.This proposalhas increasingappealto many Fair Tradeorganisations seeking to expand the coffee marketby 'mainstreaming'Fair Tradethroughaccess to
the largestcoffee vendorsin the USA and Europe.But the effortto reach an agreementbetween
large coffee importersandFairTradeorganisationshas encounteredsignificantoppositionfrom
the increasingly well-organised small-scale producers. Those who oppose certifying large
coffee plantations fear that small producers will soon be displaced from the Fair Trade
coffee marketthroughthe conventionalprocesses of economies of scale in relation to quality
control and marketingthat favour large and highly capitalised productionunits.
The FLO Internationalboardof directors,which includes only two producerrepresentatives,
favours certificationof estate or plantation-scaleproducersin a numberof commodities, as do
virtually all of the representativesof the 17 Fair Trade national initiatives (Michael Conroy,
personal communication,19 January2005). (5) Nevertheless, in response to opposition from
small-scale coffee producers,the FLO decided in November 2003 to place a moratoriumon
estate certificationuntil the end of 2004, pending furtherdiscussions. In a meeting between
the FLO and the producerorganisationsheld in Oaxaca in southernMexico in August 2004,
the producerassociations again voted stronglyto oppose estate certification.At the December
2004 boardmeeting, the FLO decided to maintainthe moratoriumon certifying coffee estates,
but to go forwardon certifying plantationsproducingbananas,mangoes, avocados, and other
goods that have not traditionallybeen produced for the Fair Trade market by small-scale
farmers.
The resolutionof this dilemma will have a far-reachingimpact on the futuredirectionof the
FairTradecoffee initiative.The questionis: will significantlybroadeningthe FairTradecoffee
marketin the Northcome at the expense of some of Fair Trade's traditionalbeneficiaries?The
outcome also has implications for the Fair Trade movement more generally, both within and
between North America and Europe. Will integratingcorporateplayers in Fair Trade blur or
weaken the capacity of Fair Trade to represent a challenging and alternative vision to the
neo-liberaldevelopmentmodel?
The dilemmas of direct marketing and labelling
As we arguedearlier,one of the most significantbenefits to farmersand producercooperatives
alike is the learningprocess that accompaniesparticipationin the Fair Trade movement. Producers and their representativesobserved throughoutthe case studies that participationin
Fair Trade provided training in modern farming methods, such as organic production, and
also in managementand marketing.With this benefit, it is perhapsnot surprisingthat several
cooperativeshave gone on, after a period of participationin Fair Trade, to develop their own
186
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directmarketingand labelling initiatives.This shouldbe recognised as a positive development,
and one for which Fair Tradeshouldbe commended;but it is also problematic,with the potential eventually to underminethe very movement that fostered these opportunitiesin the first
place.
Most of the older and more establishedFair Tradecertifiedcooperativeshave venturedinto
the directmarketingprocess. La Selva, CEPCO,and UCIRIin Mexico all have developed such
initiatives. La Selva has in recent years established 18 coffee shops in France,Mexico, Spain,
and the USA. CEPCO and UCIRI have also opened their own coffee shops in Mexico, and
CEPCOhas pursueda numberof arrangementswith multinationalfirms such as Van Weely,
HamburgCoffee Company,Excelco, and Royal Coffee. Some of these efforts are outside the
FLO framework,providing prices higher than the existing market prices but below the Fair
Tradeguarantee.(6)
The producercooperativesare awareof the risks involved in these new schemes, recognising
that they are at times less reliable, less socially progressive, and often lacking the crucial prefinancingdimension of Fair Trade.Researchersin one of the case studies observed:
Thenew initiativesincludesome large companies - Carrefour,Neumannand Starbuckswhich some producer organizationsand FLO have proposed [should] be considered very
thoughtfullyand carefully... Thebenefitwouldbe the growthof the market,but the arrival
of these giants also brings risks that both the producers and the already registered Fair
Trade buyers should consider. At risk is that Fair Trade will simply become a market
with higher prices and not include the respect for all the policies and ideals that go
with it. (Arandaand Morales 2002:20)
The fear is essentially thatthe corporatecommitmentto an alternativetradearrangementlike
FairTrademay only be temporary.Once corporationshave captureda significantportionof this
marketand have establishedtheir image as embracingmore progressiveproductionand trade
policies, they may graduallyerode what progressivestandardsexist, subordinatingthem to the
maximisationof profitvia traditionalcompetitivemarketpracticesthatunderminethe viability
of small-scale producers.
The complex landscapeof Fair Tradeand other marketingand labelling initiatives has been
furthercomplicatedby the role of the state. National governmentsand internationaldevelopment agencies have directly and indirectly contributed to the rise of Fair Trade, mostly
throughfinancingservices. But the goals of such supportefforts have not been entirely consistent with those of Fair Trade, sometimes more focused on generatingshort-termdevelopment
(frequentlytied to longer-termdebt), and less on a vision of social justice.
The most significantrecent example of the complicatingrole of the state has been the ambitious US$8.6 million grantfrom USAID to RainforestAlliance to develop a range of commodities underits labelling campaigns(RainforestAlliance 2004). RainforestAlliance has a history
of pursuinglabelling efforts that certify large-scale corporationsas pursuing better business
practices to the benefit of their workers and producers. The current collaboration between
USAID and Rainforest Alliance proposes over a three-yearperiod to certify over 300,000
acres of forest and farmlandas sustainablymanaged. The two bodies project the sale of 4
million board feet of certified lumber, 90 million boxes of certified bananas, and 30,000
tonnes of certifiedcoffee throughRainforestAlliance partners,includingChiquitaBrandsInternational,KraftFoods, and Millstone. This initiative may well promise better economic opportunitiesfor a large numberof poor farmersand farmworkersin Latin America.But it may also
lead to an underminingof the Fair Trade standards,particularlythrough the establishment
of less socially progressive criteriathat over time bring fewer benefits and less reliability and
Developmentin Practice, Volume16, Number2, April 2006
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sustainabilityto the alternativetrade systems. This dimension of Fair Trade, and alternative
trademore generally, requiresconsiderablefurtherinvestigation.
Clearly, the emerging direct marketing and various labelling strategies being pursued by
Latin American coffee producers should be monitored closely. Again, the dilemma to be
faced will be whetherintegratinglargernumbersof producersinto a wider range of alternative
productionand marketingschemes (broadening)will lead to an erosion of the progressiveand
arguablymore sustainableconditions createdby the Fair Trademovement (deepening).
Producers' knowledge of Fair Trade
A basic issue facing FairTradeis how much knowledge the thousandsof small-scaleproducers
have of the alternativetraderegime in which they seek to participate,and how this affects Fair
Trade's ability to promote democracy within the cooperatives and thus to deepen its impact.
Knowledge is the cornerstone of a viable democratic organisation, and such organisations
are one of the central elements of the Fair Trade certificationscheme. Yet in all seven case
studies there were serious questions over the widespread lack of a clear understandingof
FairTradeamong cooperativemembers.FairTraderemainedan abstractconcept to many producers, while their knowledge of organic production,for example, was quite well developed.
While Fair Trade was something carried out at higher levels in the cooperative and with
distant counterparts,organic farming involved intimate interaction with farming practices
and frequentcontact with organic farmingtechnicians and buyers.
Cooperativemembers generally identified with their cooperative, with their local community, with theirreligious affiliations,and/or with ethnic/indigenous links. Few saw themselves
as part of a broadermovement engaging Northernconsumersor challenging global economic
dynamics. Some researchersnoted the decline in North-Southexchanges between producers
and consumer groups that had been relatively common in the early years of participationin
FairTrade,as contributingto the lack of produceridentificationwith the FairTrademovement
(Murrayet al. 2003). Reviving this traditionof exchanges was a recommendationmade by the
FTRG at the conclusion of the study.
But the problem more generally reflects more on the nature of producer cooperatives
ratherthan being specific to Fair Trade.Most activities related to Fair Trade certificationand
marketingare handledby the cooperativeleadershipand not by producers.Cooperativemanagement often fosters this lack of knowledge on the part of the producersthroughthe pursuit
of managementefficiency, sometimes at the expense of democraticparticipation.It is simply
easier for cooperative leaders to make decisions concerning productionand marketingthan
to communicateand discuss differentoptions and their impacts with the members.
Many producersalso contributeto this dynamicas they tend to passive ratherthanactive participation in their cooperative organisations. Beyond attending the annual assemblies and
related events, many leave the overall responsibilities-and knowledge-to their elected
leaders. One example of how this affects Fair Trade is the handling of the US$.05/lb social
premiumpaidby importersfor FairTradecoffee. The FLO has been pressuringthe cooperatives
to ensure that this premiumis dedicated to social projects selected by the membershipas a
whole, such as improvingthe cooperativeinfrastructureor providinghealth services and educationto cooperativemembersandthe surroundingcommunity.But cooperativeleadershave at
times either made the unilateraldecision to use the premiumto cover operationalcosts, or to
fold it back into the cooperative's total income and, after deducting expenses, turned those
funds back to the producers.This tends to underminethe deepening of Fair Tradeas producers
and the broadercommunityof beneficiariesfail to graspand develop the social dimensions and
values linked to the Fair Tradepremium.
188

Developmentin Practice, Volume16, Number2, April 2005

This content downloaded from 129.82.28.124 on Fri, 13 Dec 2013 07:44:01 AM
All use subject to JSTOR Terms and Conditions

Thefuture of Fair Trade coffee

Similarly, cooperative leaders often fail to identify the pre-financingthat comes with Fair
Trade contractsto producers,which means it is not generally understoodas one of the longterm benefits that comes from participatingin, and being committed to, the Fair Trademovement. Instead,the cooperativemanagementoften makes the decision to combine pre-financing
thatusually comes from multiple sources. Most of the cooperativesstudiedreceive creditfrom
Fair Tradepre-financingas well as from governmentand privatecredit sources. Creditin turn
may go directly to producersor be handled, as in the case of CEPCO,througha cooperative
credit union. While combining funds in this way offers greaterflexibility in cooperative planning and management,it fails to raise producers'awarenessof the role FairTradeis playing in
strengtheningthe cooperative's viability.
The basic problemis that knowledge is crucial to assuringa long-termcommitmentto, and
thus assuring the long-term viability of, both the producercooperatives and the Fair Trade
movement. Past experience reportedin some of the cooperatives indicates some producers
will defect not only from Fair Trade but also from their cooperatives as soon as a small
price advantageis identified (see, for example, Lyon 2002:10). This can in turn lead to cooperatives failing to meet their contractualobligations and possibly to de-certification.If defections were to occur on a large enough scale this could underminethe ability of Fair Trade to
meet global demand,which would in turnunderminethe credibilityand viability of the movement. If a subsequenteconomic downturnoccurred,a scenario that history suggests is likely,
producersmight find the Fair Trademarketwas no longer a viable option.
The long-term success of Fair Trade is thus closely linked to producers'understandingof,
and commitment to, the Fair Trade movement. The efforts to broaden Fair Trade's impact
will continue to include integratingever more producers.But the dilemma will remain as to
how to maintaintheir commitmentto Fair Tradethrougha deeper understandingof its vision.

Gender issues in the Fair Trade cooperatives
Finally, the question of gender inequalitywithin the Fair Tradecoffee cooperativesremains a
significantdilemma. Creatingopportunitiesfor women has been a priority of the Fair Trade
movement. Many of the cooperatives in the case studies have launched projects intended to
strengthenthe role of women, such as educationandtrainingprogrammes,handcraftproduction
and marketing,and otheralternativeeconomic initiatives.But these initiativeshave so far been
focused largely outside coffee production.While some women have become coffee producers,
theirnumbersremainquite small. Theirlimited participationin the coffee cooperativesappears
to perpetuateratherthan overcome the traditionalgender bias in Latin America's agricultural
sector.
While older more establishedcooperativestended to maintaintraditionalpatternsof gender
inequality, we found that more recently organisedcooperativesfared better in changing these
conditions.In Guatemala,the newer cooperativeshad greaternumbersof women participating
not only as producersbut also as leaders (Lyon 2002). This insight furthercomplicates the
question of which kinds of cooperativesFair Trade should be working with, which we raised
earlier.
Further,as we arguedin relationto producers'participationin and knowledge of cooperative
governance,the problemof genderinequalityis not the result of participatingin FairTradebut
of the traditionalculture within which Fair Trade is operating.Indeed, Fair Trade has been a
dynamic force in the advances towards greater gender equality in the coffee cooperatives.
However, there remains a significantneed for the movement to clarify and strengthenefforts
to overcome genderinequalityif these advancesare to be sustainedand expandedin the future.
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Conclusion
Broadening and deepening Fair Trade means expanding participation and increasing the
benefits capturedby the rural poor, while maintainingand strengtheningthe core values of
the Fair Trademovement in the Global South and the North alike. As we have demonstrated,
the efforts to broaden Fair Trade's economic impact among small-scale producers in Latin
America are creatingchallenges for deepening the vision and political impact of a movement
thatis based on social justice and environmentalsustainability.In a sense this shouldbe seen as
evidence of FairTrade's success, and in some ways should be understoodas a normalpartof a
maturingsocial movement.But it is not likely to be resolved easily, or soon. It will be a primary
focus of the ongoing researchinitiatives that generatedthe preliminaryfindings on which this
article has reported.Clearly, it is the commitmentto achieving both goals that holds the most
promisefor the significantand lastingimpactof not only FairTrade,but of the grandereffortsto
create an alternativecourse of globalisation.
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Notes
1. More details on the FTRG, including the complete texts of the final report and individual case
studies cited in this article, are available at: http://www.colostate.edu/Depts/Sociology/
FairTradeResearchGroup.
2. See Murrayet al. 2003; Raynoldset al. 2004; Taylor et al. (2005) for a more detaileddiscussion of the
benefits of Fair Tradecoffee for small-scale producers.
3. There is considerabledebate within the USA and between US and EuropeanFair Tradepractitioners
over the mainstreamingstrategy,particularlythe increasing reliance on large-scale corporateoutlets
for Fair Trade coffee. We explore this debate furtherin book due to be completed in 2005 that is
part of the currentphase of work by the FTRG, based on research being conducted by teams in
Brazil, South Africa, the UK, and the USA, and covering a wide range of commodities.
4. The problems associated with cooperative govemance within the Fair Trade regime are discussed in
more detail in Taylor et al. (forthcoming).
5. Michael Conroy is Senior Lecturerand Senior Research Scholar at the Yale School of Forestryand
EnvironmentalStudies.
6. There are many more examples beyond those associatedwith the case studies in this article, including
the JuainValdez shops due to open in New York and the Oxfam coffee shop initiative in the UK, to
name just two. It is likely this phenomenonwill continue to grow, in part due to the success of Fair
Tradeand relatedcampaigns.
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