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ABSTRACT

The fair trade movement attempts to use the market to bring about social change. Fair trade
supports small-scale commodity producers in the global South by paying them a negotiated,
fairer price. It also provides consumers with products that meet certain environmental, economic,
and social criteria. While the primary goal of some fair trade enterprises is to provide market
access for producers, others seek to reform the market, and still others would replace it. Like the
fair trade movement, the co-operative movement strives to ensure that the benefits of production
and exchange are more fairly distributed. Producer co-operatives in the South and consumer co-
operatives in the North use aspects of globalization to create mutually beneficial links between
producers and consumers. In some instances, these linkages are brokered by fair trade enterprises
that are themselves organized as co-operatives, or are members of second-tier trading and
distribution co-operatives.

Most intermediaries are involved in fair trade for diverse reasons and act in ways that may
have a range of consequences with respect to market reform and market access. This research
investigates the activities of large and small co-operatives involved in fair trade to examine
whether, and to what degree they contribute to market reform. Based on secondary sources and
on interviews with member-owners of first and second-tier fair trade co-operatives, as well as
several co-operative specialists, | conclude that although co-operatives rarely transform markets,
they can and do help to reform the market while helping producers to gain access to it on more
equitable terms. Some leading retail co-operatives actively support the fair trade movement,
promoting the interests of producers and consumers through the exchange of good quality
products, promoting a critical view of the conventional market, and advocating for change.
Although none of the enterprises in this study has been able to substantially change the market
through its own activities, they are part of the international movement to achieve a fairer
globalization. Fair trade’s commercial success, however, has attracted transnational enterprises
not committed to the philosophy of fair trade, and this may ultimately threaten its ability to
achieve lasting market reform.
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CHAPTER 1
PURPOSE, RESEARCH QUESTIONS, SIGNIFICANCE
1.1 Introduction

| undertook this study to investigate the challenges faced by small and medium-sized, 100
percent fair trade enterprises that attempt to use the market to bring about social change, and to
explore whether co-operative organization can helps them to meet these challenges. In addition, |
wanted to understand how these small enterprises are able to succeed while paying fairer prices
to producers when they must compete with large enterprises that pay very low prices. Finally, |
asked what Canadian consumer co-operatives do and could do to promote fair trade through
support of producer organizations, education of consumers, and providing an example to other
enterprises.

To accomplish this, | examined secondary sources describing the activities of co-
operatives involved in fair trade. | also investigated the practices of three small Canadian
enterprises that sell only fair trade certified" and certified organic products, and are involved in
the fair trade and co-operative movements. | interviewed five individuals, Jim, Leeanne,
Heather, Jillian, and Martin, from the three fair trade enterprises: the Central Canadian Worker
Co-op that sells chocolate and sugar, as well as the Big City Roastery and Northern Lights, small
coffee roasters and members of the Second Tier Coffee Co-op, a bi-national green coffee
purchasing co-operative. | also interviewed Bob, president of the Second Tier Coffee Co-op and
one of the first roasters in the United States to support fair trade,® as well as Jack and Roy,
specialists employed by a Canadian co-operative organization.

In this thesis, | investigate the arguments that, although fair trade must function within
the competitive market, it can help reform it, and that co-operatives, which also operate in the

market, can both contribute to the fair trade project and benefit from it.

! The phrase “fair trade certified” is used by the international fair trade movement to differentiate certified fair trade
products from those from other certifying regimes. In this paper, “fair trade” and “fair trade certified” will be used
interchangeably.

Z Organizations that were the central focus of this research have been given pseudonyms. The names used for the
individuals interviewed are likewise fictitious (although gender indicators are preserved). To differentiate them from
other organizations and individuals, these names are italicized throughout the text.

¥ Bob also owns a fair trade roastery in the United States but we did not discuss this aspect of his work.



1.2 Organization of the Thesis

In this chapter, | describe the context and rationale for the study, consider its relevance
(both academic and practical), and introduce its purpose. Chapters Two and Three discuss
concepts and theories related to fair trade and co-operatives, respectively. Chapter Four outlines
the methodology, and Chapter Five discusses relationships between consumer co-operatives and
fair trade. The conclusion, Chapter Six, considers the success of the three fair trade enterprises in

challenging the market within which they operate.

1.3 Fair Trade as a Means of Supporting Producers and their Organizations

My interest in fair trade began in the mid-1980s when | was a volunteer with a Canadian
non-governmental organization (NGO) in Bolivia. Frustrated by my inability, as an outsider, to
contribute to a society that had suffered years of underdevelopment and military rule, | was
inspired by a group of Indigenous women artisans who had created La Imilla, an organization
through which they sold the beautiful knitted goods each member produced. Individual members
sold their knitted goods through the organization and used the cash they received to buy
household necessities they could not produce themselves (such as sugar and oil) or to pay for
transportation or other expenses. Expert knitters but unfamiliar with international marketing, the
women hoped their organization would allow them to become independent of a local
intermediary for whom most of them had worked.

The women who founded La Imilla were determined to leave behind their days as poorly
paid piece-workers. According to one of its leaders, their association, which functioned as a co-
operative, was based on “participation and democracy” (Moller Larsen, 2002, pp. 85-6).
Important elements in its initial success included a loan from a local co-operative and technical
help from volunteers seconded by a Canadian NGO. The women were poor, poorly-educated,
and poorly regarded by a society that did not value the Indigenous majority and was unable or
unwilling to meet its needs. They were not only skilled artisans but also determined individuals
who approached the NGO with a request for help with organizational development. In spite of
progress in this area, however, market access remained a problem. Affiliated with the same NGO
that provided the volunteers and armed with a list of alternative trade organizations (ATOSs)
supplied by a visitor from another NGO, | researched international marketing possibilities.

Eventually, two buyers visited.



Both buyers attended a general meeting and discussed marketing issues. Because of the
unfavourable exchange rate, the buyer from the United Kingdom was unable to place an order;
nevertheless her discussion of that reality was valuable and her insistence on the need for strict
quality control reinforced suggestions that the local volunteers had made.* The United States-
based buyer ordered 30 sweaters (the equivalent of one sweater from each member which meant
a small but significant amount of cash for her household) and promised that, if sales went well,
he would make further orders. (He did.) The combination of these experts’ interest in the
organization, their presentation of information about the market, and a sizeable order represented
a step forward for the women in terms of their ability to understand the international market,
their confidence, and their income. The site visits were inherently useful for all participants: the
women appreciated the fact that experts would visit them in their village, and the visitors saw a
well-organized group where their support would help improve the women’s lives. Without
realizing it at the time, | had become an intermediary, supporting their need for market access.

The women were aware of their need for skills training as well as access to the
international market, and took advantage of assistance provided by local and international
organizations. Their new skills meant increased income for individuals and greater chances of
success for their organization. In addition, some skills could be transferred to other areas of their
lives, and the new contacts enabled them to sell more of their knitted goods to new markets and
learn more about the mechanics of international trade.

In the case of La Imilla, fair traders provided an international market when there was no
effective national or regional demand for what the women produced. Although they clearly
understood that international trade rules were unfair, the women wanted to participate in the
international market where willing buyers would purchase these good-quality knitted goods.
Even modest sales yielded additional income for each member, enabled the association to
provide benefits such as health insurance, and enhanced the women’s ability to deal with the
international market.

The fact that La Imilla functioned as a co-operative may have been a factor in obtaining the
support of another co-operative and the locally-based NGO, as well as arranging visits by

representatives of the ATOs. None of the sources of support would likely have been sufficient on

* Quality control was new to La Imilla. It was only through repeated discussions that they were convinced of the
need to carefully check each garment before offering it for sale.



its own to create a viable organization capable of breaking into the export market, but each
contributed to La Imilla’s eventual commercial success.

In working co-operatively, these Bolivian craft workers were not unlike the individuals |
interviewed for this research project. At the Central Canadian Worker Co-op, Jim explained that
he is able to take action on the issues he encountered as an education officer for a student
exchange organization and, at Northern Lights, Jillian traced her interest in fair trade to the
helplessness she felt on seeing injustice and poverty during her travels. The Northern Lights
trio’s membership in the Second Tier Coffee Co-op enables them to import a variety of good
quality coffee in appropriate quantities, an important consideration for small roasters. Although
the Central Canadian Worker Co-op is a wholesaler while the coffee roasters sell to both retail
and wholesale markets, co-operative organization has helped provide the competitive advantage
they all need to survive in the oversupplied and competitive coffee and chocolate industries, and

enables them to support the producer organizations that are their suppliers.

1.4 Fair Trade and social change

In 1980, four Canadians created Bridgehead Trading, a vehicle to facilitate the importing of
coffee grown by some of the small producers who had benefited from Nicaragua’s land
redistribution. The Sandinista-led government was attempting to rebuild an economy that had
been severely damaged by years of mismanagement by a national elite, the civil war and, after
1981, an economic blockade. Land redistribution was part of the new government’s
reconstruction program; peasant families were encouraged to form co-operatives and provided
with limited technical help.® In addition to the challenges facing many small agricultural
producers, the unstable political and economic situation and their inexperience as marketers
threatened the existence of many newly-formed co-operatives that, even if they survived the
national turmoil, lost much of the value of their exports to intermediaries throughout the supply
chain.

In many countries in the global North, solidarity and faith groups, some of whom were
already importing from other producers, began to sell Nicaraguan coffee as a gesture of support

both for the individuals involved and for the new government. Like them, Bridgehead and its

® The Sandinista government, faced with the blockade and other economic and political challenges, lacked the
resources to support all of the development initiatives the country needed.



customers saw that fair trade could be a solidarity measure, a way to support producers and to
forge new trading relationships. Some groups and individuals linked this dual objective to a
critique of their own society and also used coffee sales to make a political statement about
United States foreign policy.

Having achieved greater than expected success with a product line that had expanded to
include other fair trade items, Bridgehead’s founders sold the enterprise to Oxfam Canada in
1984. The new Bridgehead expanded again, eventually importing food and crafts from more than
one hundred partner groups. It was a founding member of the International Federation for
Alternative Trade (IFAT) in 1989 and, in partnership with the United States-based, 100 percent
fair trade co-operative Equal Exchange, entered the United States market in 1994. Given the
ground-breaking nature of Bridgehead’s work, the challenges faced by its producer partners, and
its commitment to pay fair prices while its operational costs were high, it is not surprising that
the commercial enterprise eventually failed. By the time it closed its doors, however,
Bridgehead’s pioneering work to challenge poverty through fair trade had encouraged other
Canadians to investigate the possibility of using this approach to development and trade reform
(Oxfam-Canada Bridgehead, 1997).

Reflecting on my experience with La Imilla and the modest benefits its members had
achieved, I began to sell Bridgehead products to a network of friends and activist acquaintances.
This time, | was inspired not by seeing close-up the lives of the producers but by what |
understood to be a progressive struggle waged by the Nicaraguan people. Selling fair trade
products gave me an opportunity to support some producer organizations as well as the larger
effort to create a more democratic society in Nicaragua.

Today, removed in years and distance from the direct contact | had with the knitters of La
Imilla and other producers in the South and, working with new suppliers, | continue to operate a
small, fair trade enterprise. Customer comments indicate that they appreciate having an
opportunity to support both producers’ and my own business venture, and to participate in a new
kind of trading relationship. While most of my customers are modestly well off, some make a
financial sacrifice to pay fair trade prices, and all are willing to go to the effort of buying from a
non-mainstream source. Sales also provide opportunities to discuss fair trade, although few of
my customers need to be convinced. While it may not be strictly in my own interest, | also
encourage them to ask for fair trade products in mainstream grocery stores.



On reflection, I realize that my original motivation was the result of a narrowly-defined
desire to support a small group of women in their search for fair markets. Later, | became part of
a Canadian movement that used coffee sales to support some Nicaraguan producers as well as
the larger project of transforming their society. Today, | see my participation in the fair trade
movement as a way to participate in an international campaign to provide an alternative to
conventional trade. I also see the limitations of such activity, as sales of fair trade coffee, the
most popular fair trade product, amount to less than three percent of even the most established
European markets (Potts, 2007). In addition, because only a fifth of the production of certified
fair trade producers can be sold to the fair market (FLO, 2007), most of what they produce is
sold at conventional prices.

Although fair trade does support some producers, its critique of conventional trade is
equally important. Consumers who notice a fair trade label on products they purchase may be
motivated to investigate its principles, question the status of products that do not bear the label,
and, individually or as members of groups, ask local merchants to stock fair trade merchandise.
Some merchants may eventually introduce fair trade products® and a few may convert their
businesses to fair trade.” Activists may approach local institutions, such as churches, universities
and city councils, to ask them to reassess their purchasing policies. While a few of those
successes may be more significant symbolically than financially for consumers and enterprises in
the global North, each purchase represents more income for producers and greater success for the

fair trade movement.

1.5 Stimulating and Satisfying Demand for Fair Trade

Some observers argue that, if fair trade enterprises want to increase demand, they must
ensure that their products are available in supermarkets (Littrell & Dickson, 1999; Pleau, 2005),
where almost four in five Canadians buy their coffee (Coffee Association of Canada, n.d.).
Concerned about the limitations inherent in using supermarkets to promote fair trade, Waridel
argues that, once the products were in place, fair traders would have to explain that, while buying

fair trade in supermarkets supports producers, it may also serve to enrich companies that are

® The unfavourable comparison with conventional goods may be an important reason for retailers’ unwillingness to
stock fair trade products.

" This is not an idle hope. In 2007, Canadian roaster Kicking Horse Coffee (2007) converted to one-hundred-percent
fair trade.



acting “in a very questionable manner” (quoted in Pleau, 2005, p. 8). In this case, further action
must be taken in order to achieve “responsible consumerism” (Ibid.). The dilemma—patronizing
large supermarkets in order to support producers—could be resolved if consumers were able to
find fair trade products at locally-owned and democratically-run consumer co-operatives. In the
absence of such opportunities, the fair trade movement (like the organic movement before it)
risks being co-opted by commercial enterprises more interested in profiting from fair trade’s
profitable niche than in applying its principles. As Wal-Mart’s subsidiaries Asda and Sam’s Club
sell fair trade products, the prospect of a confrontation between genuine fair trade enterprises and
this and other marketing giants is not one that fair trade actors anticipate with pleasure.® Yet
Rice, at TransFair USA, suggests that fair trade’s added value may help smaller enterprises
compete with Wal-Mart despite their inability to match its prices (Roosevelt, 2004).

But if supermarkets are the site of so many coffee purchases, fair traders cannot cede the
terrain to conventional marketers. While corporations may introduce a few fair trade products to
retail venues, making it easier for some consumers to find them, their domination of the food
system will remain intact (Jaffe & Gertler, 2006). In contrast, independently-owned retail co-
operatives, present in many communities throughout the global North, could work with the fair
trade movement to challenge the transnationals’ control of the commodities trade and the retail
grocery market and, together, produce a fairer globalization.

Waridel (2002) lists nine stages where conventional intermediaries may be involved in the
conventional coffee trade and argues that, under fair trade, the number can be reduced to as few
as six. Equal Exchange (n.d.a) describes a coffee chain with only five actors—small farmer,
farmer co-op, importer/roaster, store or café, and consumer—all of whom are concerned with fair
relationships and self-help. While larger enterprises that handle many products may not be able
to operate within such reduced commodity chains, these comments suggest that it is possible to
make the chain shorter; this would potentially allow a larger portion of the purchase price to
remain with the producers. The involvement of fewer intermediaries does not necessarily
guarantee more money for producers—indeed, it may signify vertical integration where strong
intermediaries control several steps and producers have no space to negotiate—but it does mean

that there is an opportunity for them to receive a larger share of the final selling price.

8 In 2007, the Fairtrade Foundation (2007b) announced its “dismay” over Asda’s price cuts for conventional bananas
which “misled” consumers into assuming that the new price — 46 percent lower than it was in 2002 — was
sustainable.



1.6 Conventional Intermediaries and Unfair Trade

Unlike their fair trade counterparts, conventional intermediaries show little evidence of
concern for the producers’ plight. In 2002, when producers suffered their worst crisis in one
hundred years (del Aguila, quoted by Gresser & Tickell, 2003), the world’s largest coffee
roasters, Kraft Foods, Nestlé, Procter & Gamble, and Sara Lee, each made billions of dollars of
profits. Although coffee sales were the source of only a portion of the profit each company made,
their unwillingness to help alleviate the coffee crisis at a time when many farmers were forced to
leave their land (Gresser & Tickell, 2002) is noteworthy. That the extremes of generous profit
and grinding poverty are linked by the coffee market confirms the need for reform.

The presence of a small but growing market for fair trade, nurtured by enterprises such as
those whose owners were interviewed for this research and by campaigns organized by civil
society organizations, has created enough demand to provoke a response from some large coffee
roasters. Specialty roaster Starbucks first offered fair trade certified coffee beans in the United
States in 2000, just days before a country-wide campaign against it was to have been launched,
and beginning with just one percent of purchases (TransFair USA, n.d.). In 2003, Dunkin’
Donuts switched to fair trade coffee for the estimated 30 million espresso-based drinks it serves
each year (TransFair USA, 2004, Roosevelt, 2004). As a Dunkin’ Donuts spokesperson
explained, “This is the beginning of a movement, and we want to get in on it” (Roosevelt, 2004,
para 8). Two years later, McDonald’s added brewed fair trade coffee to its menus in New
England (TransFair USA, 2005) and moved to fair trade exclusively in 2006 (Olsen, 2007). The
winning bid for the McDonald’s contract, submitted by a well-known coffee roaster and an
“organic sub-brand” (p. 65), emphasized quality over fairness. It meant that the organic company
was able to move into an important mainstream retail channel, the larger roaster successfully
exchanged margin for volume, and fair trade had increased visibility (Olsen, 2007).

Public pressure has been effective in obliging the largest transnational roasters to sell some
fair trade coffee. Sara Lee® was the first to buy fair trade in 2001, after having argued that “direct
assistance” to communities and schools is better than fair trade (Nolan, 2001). Procter & Gamble
began to sell fair trade coffee by mail order in 2003 and in supermarkets the next year (Nolan,
2004). Nestlé, active in both the coffee and chocolate sectors, resisted the demand for fair trade

until 2005 when it finally introduced fair trade instant coffee in the United Kingdom. Not

° Dickinson & Sklar (2005) claim that Sara Lee raised prices to consumers while its own costs decreased.



surprisingly, activists claimed it was a cynical attempt to "fairwash™ Nestlé’s image and did more
to tarnish fair trade’s reputation than to promote its philosophy (Ransom, 2005b).

To date, Kraft Foods, the world’s second largest food and beverage company, has refused
to bow to citizen pressure, insisting that there are many ways—all of them, apparently, short of
paying a fair price—to help farmers improve “the quality of their production and the
sustainability of their farms” (Kraft Foods Inc., 2003). Although it claimed not to “see the
demand” for fair trade, Kraft argues that its “duty” to coffee farmers is to work to increase
demand in the conventional market (Baue, 2003). Kraft delivers programs to producers whose
coffee is of substandard quality and even buys some coffee that does not meet International
Coffee Organization quality standards, a questionable practice, particularly when supply exceeds
demand. Kraft has registered one brand with the environmental group Rainforest Alliance whose
claim that “a minimum of 30 percent of all coffee beans in each product is certified sustainable”
(Kraft Foods Inc., 2006) falls far short of genuine fair trade.'® Frustrated by the futility of
keeping even more low quality coffee in production, activists have pointed out that in recent
years only premium coffee has enjoyed increased consumer demand, and insist that Kraft and the
other large roasters should commit to buying five percent of their coffee from fair trade certified
sources (Baue, 2003).*

Some fair trade practitioners argue that these large roasters, particularly Nestlé, with the
infant formula scandal in its past, use fair trade certification to increase sales and improve their
public image, and will never adopt the spirit of fair trade, a situation that may have disastrous
consequences. Others argue that even one percent of the sales of an industry giant translates into
better prices for many more producers than the total sales of many smaller enterprises do. Harriet
Lamb, Director of Britain’s Fairtrade Foundation, describes Nestlé’s entry into the market as a
“turning point” for farmers and fair traders who have long been calling on the major roasters to
buy fair trade. She claims that Nestlé’s response to the demand that it purchase fair trade
certified coffee “shows what we, the public, can achieve. Here is a major multinational listening
to people and giving them what they want — a Fairtrade product,” she explains (Fairtrade

Foundation, 2005). While Lamb’s confidence in consumers’ ability to affect the market is

19 Transfair USA’s Paul Rice sees Rainforest Alliance certification as “a very real threat” whose “low-bar standards .
.. may indeed somehow confuse consumers, or at least divert [their] attention away from fair trade” (quoted in
Jaffee, 2007, p. 223).

1 This is not unreasonable, as the work and reputation of fair trade certifiers is largely responsible for the success of
the market (Decision News Media, 2004).


http://www.beveragedaily.com/news/ng.asp?id=52207-nestl-fair-trade

encouraging, it is difficult to consider Nestlé’s action as more than window-dressing,*? and her
praise for such a corporate pariah may confuse the public, divert sales from genuine fair trade
enterprises, and damage her organization’s reputation.

Many fair trade practitioners disagree with Lamb. Ransom (2005b) is representative of
several observers who have asked why, if big business wanted to change its relationship with
producers, it would not act to “restore . . . some of the retail price differential it currently pockets
and charge consumers no premium for fair trade” (para 9). The reason there are no corporate
adherents to fair trade, he claims, is that doing so would take away “the price advantage of
exploitative trade, threatening corporate profitability and the system itself” (Ibid.). Debate on this
subject is unlikely to subside in the near future, especially with Wal-Mart subsidiaries selling
brand name and own-label fair trade products alongside conventional ones.

While some consumers may reject the large retailers’ conversion to fair trade and purchase
products supplied by enterprises whose conduct they believe is more ethical, evidence shows that
others look for the fair trade label, no matter which retailers offer it. During the Fairtrade
Fortnight of 2004, for example, Asda’s sales of Cafédirect brand coffee increased by 61 percent
over the previous year, and its year-on-year increase was 44 percent (Food & Drink europe.com,
2004). Yet the specter of lower prices must worry the fair trade actors charged with negotiating
with the giant retailer, given its reputation for hard bargaining and the already-low fair trade
prices that producers receive. Many fair trade practitioners also observe the organic movement,
where the word “organic” has come to represent the absence of pesticides rather than a more
positive and comprehensive approach that links environmental and social concerns to production
and consumption (Jaffe & Gertler, 2006). They must wonder if the currency of the term “fair
trade certified” may come to suffer a similar fate.

1.7 Creating Market Opportunities for Fair Trade
In the absence of certified fair trade coffee marketed by the world’s large roasters or a
serious initiative by a major supermarket chain, the small and medium-sized enterprises

committed to the idea of fair trade will have to take on the additional challenge of

12 Nestlé is not the only enterprise accused of fairwashing. In 2006, German discount supermarket Lidl’s
introduction of fair trade products garnered cautious praise from some observers who saw an opportunity for greater
public awareness, and protest from others who argued that fair practices should be found throughout its supply chain
(NEWS, 2006).

10



communicating with the public. Although breaking into the mainstream may seem
overwhelming, fair traders may be encouraged by the recent introduction of organic products
(even those that do not comply with the highest standards) in many grocery stores. With good-
quality fair trade products now available in sufficient quantity, it is possible that a similar
scenario may be possible for fair trade.

In spite of the greater availability of fair trade products at the retail level, some fair trade
practitioners are concerned that consumers may believe that merely buying fair trade products is
sufficient to change unfair trading relationships. Newholm (1999) cautions that some shoppers
may “return home from a shopping spree with their . . . fair traded coffee and . . . recycled paper
[towels] believing that both economic exploitation and environmental problems have been
resolved” (p. 172). Furthermore, she argues, such misunderstanding may keep consumers from
adopting a more critical approach to consumption. Likewise, Jaffe & Gertler (2006) argue that,
while the simple substitution of one type of product for another without changing consumers’
“orientations or behaviours” (p. 158) may be feasible, it is not transformational. Other observers
argue, however, that, once they are sensitized to the fair trade argument, ethical consumers will
begin to ask more profound questions (Newholm, 1999) that will challenge their own and others’
perceptions and actions, and apply their understanding of one issue to others that may, at first
glance, appear unrelated. Part of the task for fair trade practitioners is to move beyond merely
selling fair trade products to highlighting issues and proposing solutions that will include more
than the few producers who sell to the fair trade market and the consumers who can afford them.

Given the physical and social distance that separates most producers and consumers, it is
often left to fair trade intermediaries to raise and respond to the tough questions as well as to
promote and sell a range of fair trade products. Experience has shown that the large coffee
roasters will attempt to avoid participating significantly in fair trade by registering with other
programs, donating to charities, or buying only enough products to allow them to register with a
national certifier. In Canada, for example, Second Cup advertises its support of children in
coffee-growing countries through sales of bottled water bearing the Foster Parents’ Plan label
(Second Cup, n.d.). Starbucks (2006) also claims to share a “common goal” with the fair trade
movement, and to work to ensure that producers “receive an equitable price for their coffee and
strengthen their farms for the future” (para 1), but that it does so “regardless of labels and

certifications” (para 5). Its claim to a commitment to pay “equitable prices for all of our coffee”
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(para 4, italics in original) substitutes “equitable” for “fair” and fails to explain who receives the
better price or even what that price is.

Although Starbucks (2007) is North America’s largest purchaser of fair trade certified
coffee in absolute terms, the 18 million pounds of fair trade coffee it bought in 2006 was a mere
six percent of its total sales in the United States. Even so, it was four-and-one-half times more
than the four million pounds of fair trade certified coffee that Equal Exchange sold in the same
year (Rodney North, head of public relations, personal communication, 2007). The fact that, in
its twenty-year history, Equal Exchange has imported 26 million pounds of coffee (a respectable
figure for a medium-sized enterprise, but little more than 150 percent of Starbucks’ imports in
2006 alone) suggests that the co-operative’s campaigning may have been as important as its
coffee sales in promoting fair trade.*®

While “equitable” may have a comforting ring, nowhere in its pamphlet on social
responsibility does Starbucks (2007) employ the word “fair,” apart from the single use of the
phrase “Fair Trade Certified.” Furthermore, the pamphlet emphasizes Starbucks’ help for needy
communities rather than a commitment to pay a fair price for their coffee. Although the farm
owners who sell to Starbucks may match its contributions to these projects, the payments do not
go to democratic producer associations but to same farm owners whose livelihoods depend, in
part at least, on their ability to engage labourers who will work for low wages. Small and
medium-sized producers could be supported, and their autonomy promoted, if Starbucks would
meet fair trade’s independently verifiable standards instead of operating a rival program that
makes farm workers the objects of charity.** Furthermore, Starbucks could emulate the actions
of genuine fair trade intermediaries who actively participate in the international movement to
achieve fair trading conditions.

The intermediaries in this study buy good quality raw materials from producers and sell
finished products at prices that most consumers can afford. Although the Canadian co-operative
movement has, by and large, been slow to capitalize on the possibilities that fair trade has to
offer, there are some significant exceptions, and the fact that the intermediaries in this study are

members of co-operatives is not coincidental. By demonstrating an effective, market-based

3 Equal Exchange also offers tours to coffee-growing countries, a series of “action alerts,” and fundraising
opportunities.

“Its C.A.F.E. Practices program is designed to “evaluate, recognize, and reward producers of high-quality
sustainably grown coffee” (Scientific Certification Systems, n.d.) rather than to guarantee a fair price for it.
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solution to a global problem, these intermediaries are helping to bridge the physical and social
gap between producers and consumers, and providing both an example and a challenge for other

co-operative and non-co-operative enterprises to follow.

1.8 The Enterprises in this Study

Of the enterprises in this study, only the worker-owned Central Canadian Worker Co-op
has entered mainstream marketing; its products are found across the country in specialty stores
and national and regional chains. In addition, it sells chocolate to Co-op Atlantic where
consumers can also buy fair trade coffee from the Just Us! Coffee Roasters Co-op. In summer,
2007, the Central Canadian Worker Co-op made its first sale to Federated Co-operatives Limited
which also sells fair trade coffee from a non-co-operative roaster. Unlike the Central Canadian
Worker Co-op, whose chocolate bars are manufactured in Europe, the two coffee enterprises in
this study do not sell to large enterprises.

In the coffee sector, Leeanne and Heather, Jillian and Martin do their own processing in
small-volume roasters and sell brewed coffee and coffee beans, and a few related products. The
Big City Roastery is in a large city in central Canada in the neighbourhood where Leeanne has
lived and worked for some time. “[T]he whole thing started on the idea of creating welcome, and
welcoming spaces,” she explained, and the café’s arborite-topped tables and mismatched chairs
send a clear signal that this is an independent enterprise. Northern Lights is located in a rural
setting, just outside a small city in Canada’s northwest, supported by a much smaller local
population that is augmented by the tourist trade in summer. Their connection to the co-operative

movement occurs through a purchasing co-operative, the Second Tier Coffee Co-op.
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CHAPTER 2
A REVIEW OF FAIR TRADE LITERATURE
2.1 Introduction

Marx and Weber were interested in the ever-changing connections between the economy
and other social institutions and saw the capitalist market, governed by efficiency and
profitability, as “highly corrosive” of any moral code (Osborne, n.d.). Marx argued that, under
capitalism, the social relationships involved in the productive process determine the value of
what is produced. Commaodity fetishism exists when people see these social relationships as
relationships between things; it leads them to believe that exchange value represents the value of
the labour that goes into production and that price describes a product’s intrinsic worth (Marx,
1976, Capital, quoted in Gidwani & Chari, 2004). Instead of labour’s surplus value being used
“to widen, to enrich, or to promote” people’s existence and that of their communities (Marx,
1988, Economic and Philosophic Manuscripts of 1844, quoted in Gidwani & Chari, 2004, p.
224), it is transferred to other actors.

Marx understood the challenge for those who wish to understand the social relations
behind finished products. “As the taste of porridge does not tell you who grew the oats,” he
explained, “no more does [production] tell you of itself what are the social conditions under
which it is taking place” (quoted in Zeitlin, 2001, p. 161). Although Marx was writing about
conditions in newly-industrialized Europe in the mid-nineteenth century, the statement also
describes the relationship between producers and consumers at the turn of the twenty-first
century. The fair trade movement is attempting to “lift the veil obscuring the relations and
processes of commodity production” (Hudson & Hudson, 2003, p. 213). To do so, it informs
those who like the taste of coffee or chocolate about the producers who grew them and about the
social and environmental conditions under which they were produced and transformed into
consumer products.

Weber built on Marx’s political-economy explanation of the conditions that led to the rise
of capitalism. He described the triumph of formal rationality that privileges efficiency and
objectivity over the value-driven orientation of substantive rationality. For him, the free market,
unbound by ethical norms, was “an abomination to every system of fraternal ethics” (Economy
and Society, 1968, p. 637, quoted in Greisman & Ritzer, 1981, p. 36). These conditions, he
argued, paved the way for capitalism and industrialism and unleashed the unbridled power of the
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bureaucracy. Although Weber admired capitalism’s efficiency, he was disturbed by its social
effects (Greisman & Ritzer, 1981).

Both Marx and Weber understood market capitalism as at odds with proclaimed
standards of morality. Marx argued that traditional human relationships were “swept away” with
its advent; Weber claimed that the market could not be ethical because modern economic life is
oriented “more or less exclusively to the logic of market relations” that are incompatible with a
system of “mutual care” (Osborne, n.d., p. 6). While Marxists may explain that the fair trade
movement attempts to “explicitly include the conditions of production as part of the
characteristics of the commodity” (Hudson & Hudson, 2003, p. 427), those theoretically inspired
by Weber would consider it an effort to reintroduce values to social and economic transactions
(Osborne, n.d., Zeitlin, 2001). Observers of the coffee trade at the end of the nineteenth century
would have found evidence to support both orientations.

The roots of today’s movement for fair trade can be traced back at least to 1859, when
Eduard Douwes Dekker wrote Max Havelaar, or the coffee auctions of the Dutch Trading
Company in order to draw the Dutch king’s attention to the plight of Javanese peasants who were
forcibly recruited to work on Dutch-owned coffee plantations. Although Dekker did not live to
see significant improvement in the coffee trade, his book inspired Javanese reformers who
eventually gained independence. Their success inspired a revolutionary movement that achieved
independence for all of Indonesia, and, in the mid-twentieth century, its influence was felt in the
African colonies (Toer, 1999). It has even been suggested that the novel was instrumental in
putting an end to colonialism (Toer, quoted in Salverda, 2005). Whether or not this is the case,
Dutch fair traders chose the name “Max Havelaar” for the first fair trade label.

Moore (2004) suggests that the origins of fair trade can be traced to the nineteenth-century
co-operative movement in the United Kingdom, whose members pooled their resources to buy
household necessities. Their broad aims included a commitment to provide goods that were
“pure and unadulterated” (Birchall, 1997, p. 6) and anticipated the fair trade movement’s dual
emphasis on sustainable development and quality. Co-operation replaced self-interest as “the
basis for meeting consumer needs” (Lang & Gabriel, 2005, p, 39). That first, modest venture in
co-operation has become an international movement based on democracy, member participation,

and concern for others.
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It was not until the mid-twentieth century, however, that the first intentional fair trade
transactions were made between European and North American charitable organizations and
poor artisans and refugees. At the same time, many NGOs, including the Canadian Co-operative
Association, used government funding to support their work in international development. These
initiatives were followed in the 1980s by exports of coffee from Mexico and Central America to
the Netherlands, Canada, and elsewhere in the global North (Oxfam-Canada Bridgehead, 1997,
Waridel, 2002). In 2006, fair trade benefitted approximately 1.4 million producers in 57
countries (FLO 2007c).

Since the 1980s, the international fair trade movement has worked to challenge unfair
trading relationships between the global North and South, critique conventional trade and create
links between producers and consumers who wish to exchange goods produced on more
equitable terms. FINE™®, the umbrella group created in 1997 to represent four large ATOs,
describes fair trade as

a trading partnership, based on dialogue, transparency and respect, that seeks greater equity
in international trade. It contributes to sustainable development by offering better trading
conditions to, and securing the rights of, marginalized producers and workers — especially
in the South. Fair Trade organizations, backed by consumers, are actively engaged in
supporting producers, awareness raising and campaigning for changes in the rules and
practice of conventional international trade. (EFTA, 2003)
This definition seems to reflect the mandate of the organizations that are affiliated to FINE, as its
focus is on action taken in the North to support producers and workers, and consumers are
portrayed as supporters rather than stakeholders in the campaign to overhaul the flawed trading
system that links both parties.
Taking another approach, Paul Rice (n.d.), President and CEO of certifier TransFair USA,
stresses fair trade’s

market-based, entrepreneurial response to business as usual [that] helps third-world farmers
develop direct market access as well as the organizational and management capacity to add
value to their products and take them directly to the global market. Direct trade, a fair price,
access to capital and local capacity-building . . . are the core strategies of this model. (para
4)

Although he does not directly challenge the assumptions that underlie “business as usual” in the
global market, Rice shows that fair trade uses the market to achieve the conditions described by

1> The organization was created by Fairtrade Labelling Organizations International, the International Fair Trade
Association, the Network of European Worldshops, and the European Fair Trade Association: thus, its acronym.
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FINE. But he, too, neglects the role of the consumers who buy products with fair trade value
added.

Other researchers emphasize fair trade’s ability to create non-commercial connections
between stakeholders. Raynolds (2002) argues that, like some related certification schemes, fair
trade helps to regulate the conditions of production but can also “transform trade relations and
the multifaceted connections between producers and consumers” (p. 404). It does this, she
suggests, because it “critiques conventional production, trade and consumption relations and
seeks to create new more egalitarian commodity networks” (p. 404) that link producers and
consumers. Fair trade’s significance lies not in its market share, which is likely to remain low for
some time, but in its ability to create links between consumers and producers who live on
different sides of the “North/South divide” (p. 404). The movement’s importance is more
directly related to its criticism of the market’s powerful but contradictory theme (Raynolds,
2000; Shreck, 2002) that reflects Barratt Brown’s (1997) assertion that fair trade operates both
“in and against the market.” But using an institution that must be reformed is not without risk:
fair traders must operate in a venue where making a profit is the most important consideration.
Moreover, if the movement is commercially successful, it risks losing its hard-won space to
powerful corporations (Raynolds, 2000) that want to capitalize on a new marketing opportunity
rather than support a democratic movement.

While the descriptions of fair trade mentioned above contemplate trading equity, Raynolds
best captures the spirit of what fair traders do: they critique conventional trade, forge and nourish
links between actors in the global North and South, and perform an advocacy role. Fair trade is
really about selling the idea that the individuals and organizations who participate in the market
should consider social relations when making purchasing decisions (Levi & Linton, 2003).

The observers mentioned above understand that fair trade permits producers and consumers
to move from a critique of conventional trading arrangements to participating in a movement to
create new relationships that better serve their interests. Not specifically mentioned in these
descriptions are the intermediaries who facilitate fair trade, and who are the subjects of this
research. Operating in the market and facilitating stronger connections between producers and
consumers, intermediaries are challenged to run successful enterprises as they take part in

activities not contemplated by the conventional market.
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If market access lies at the centre of fair trade relationships, then fair trade is not a
revolutionary strategy, at least not at first glance. There is more to fair trade, however, than
simple access to a market. FLO’s Trader Standards (n.d.c) require that producers receive a
negotiated price that, in theory at least, covers the cost of production. They also receive a social
premium that is intended to benefit the entire community (and whose use is decided by the
community). Where applicable, producers are entitled to an organic premium. They may also
arrange for credit on reasonable terms, although some opt no to do so. They have access to
funding, training, and technical assistance, and are not required to exchange these for
dependence on foreign aid or high-interest loans. An important non-monetary feature of fair
trade is that producers and consumers have an opportunity to learn about each other and,
perhaps, to discover common interests; in this area, as in the exchange of physical products,
intermediaries play a vital role.

FLO’s Generic Fairtrade Standards (2006b) stipulate that, in order to be certified, small
producers who provide most of their own labour must belong to a democratic, participatory, and
transparently-run organization which contributes to the social and economic development of its
members and their community. The organization must also demonstrate that minimum social,
economic, and environmental requirements are met, and that it is making progress towards
achieving more ambitious standards. Generic fair trade standards also follow International
Labour Organization standards and conventions regarding working conditions, and abide by
applicable national legislation (unless international standards are higher). Product-specific
standards for some products (but not for coffee and cocoa) may be more stringent than the

generic standards.

2.2 Currents within Fair Trade: From Realists to Radicals

While some participants are attracted to fair trade because it helps ensure survival for some
producers and advances the cause of international development, others appreciate the opportunity
it provides to influence and reform the market. Summarizing Renard’s (1999) argument, Moore
(2004) describes fair trade’s two main tendencies: one offers a trading model that “makes a
difference to producers and consumers” (p. 74), while the other, more ambitiously, “challenges
orthodoxy in business practice” (p. 74) by campaigning for better conditions and developing “a
tool for modifying the dominant economic model” (Renard, 2003, quoted by Moore, p. 74). Both
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models help producers “elude the full weight of market forces” (Renard, 2003, p. 87). One model
IS pragmatic: it sees fair trade as a tool of transition that introduces products from the South into
markets in the North; it also demonstrates that “the dominant model is not monolithic” (p. 91).
The other, more radical, model presents fair trade as a way to modify the dominant one and,
eventually, to make all trade fair. Although Renard does not suggest that fair trade might do
away with the market, some fair trade actors identify a role for fair trade in this area as well.
They look beyond fair trade’s improved strategy for survival within a competitive model, and
envision an improved model that challenges the dominant one.

The rather frail “solidarity” market is too small to help more than a few producers. In
Mexico, for example, the combination of low demand and low price for fair trade coffee caused a
co-operative that had helped establish the fair trade label to sell its coffee to an independent
European distributor at a higher price. In this case, it seems that the prospect of long-term sales
at an acceptable price outweighed the risk inherent in contracting with a powerful buyer. While
some observers interpreted this as abandoning fair trade, others argued that it left room for those
who needed fair trade’s support. If fair traders believe that price is an important concern, they
argued, they should celebrate when producers negotiate an advantageous price and a long-term
contract. While it is difficult to suggest that producers should sell their coffee at any price but the
highest, this example demonstrates that the fair trade price is still inadequate.*® Moreover, the
sale permitted a large enterprise to establish a pseudo-fair regime that undercut the market for
genuine fair trade (Fridell, 2007)."” This suggests that conventional enterprises can take
advantage of the aura that surrounds fair trade while avoiding the full array of responsibilities
that are part of the fair trade project.

Jaffee (2007) moves beyond Renard’s description of two tendencies and describes three
strands within the fair trade movement. At one end are the “realists” (p. 29) whose main
objective is improved market access.'® Community development and poverty reduction, they
argue, follow successful market entry and allow producers to satisfy their pressing material
needs. While these actors may not be completely comfortable with the market’s rules, they are

willing to abide by them. The middle ground is occupied by those who attempt to reform the

18 1n 2007, FLO’s Board of Directors raised the social and organic premiums for coffee but not the basic price (FLO
2007a).

" He also argues that programs that pay a higher price for better coffee have some merit.

18 Others, including Leclair (2002), describe a movement to market products at above-market prices.
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market so that its benefits are more fairly distributed. In this way, fair trade is understood to be a
development initiative with the potential to take on greater significance. At the other extreme,
fair trade “radicals” (p. 29) envision a time when the market will be replaced by an institution
that would satisfy all citizens’ needs. Convinced that it is impossible to achieve social justice in a
market economy, they work on tangible initiatives such as the sale of coffee, and on “efforts to
reverse the process of corporate-led globalization” (p. 29). While these categories are not
exclusive, and actors may occupy more than one, either sequentially or at the same time,° they
do represent three identifiable tendencies.

Many producer groups appear to support the “market access” position. One coffee producer
argued that, if buyers pay a fair price, producers “will make poverty history for ourselves” (FLO,
2006a). Although fair trade sales mean more income, some observers fear that small producers
do not have the resources to succeed in the market over the long term, and that increased market
access may be insufficient to bring about real change.

In the absence of rules that stipulate that an enterprise must certify a minimum percentage
of its products before it is allowed to use the fair trade label (which would amount to certifying
the enterprise as well as the product), many fair trade certifying bodies appear to support the
“market access” position. For example, Transfair USA’s Rice insists that a conventional
enterprise that roasts millions of pounds of fair trade coffee accomplishes “far more” in a year
than some 100 percent roasters will do *“in their entire history” (quoted by Rogers, 2004). While
selling more coffee does mean more money in producers’ pockets, a policy that does not
distinguish between enterprises that are committed to fair trade and those who employ it as a
sideline does little to challenge the system that impoverishes producers in the first place.
Furthermore, it confuses consumers about what the fair trade label signifies and, worse, can lead
to cynicism. One veteran of the campaign to boycott Nestlé claims that the transnational’s
certification “makes an absolute mockery of what the public thinks the trademark stands for”
(Ransom, 2005a, para 3). While this may be an extreme position, licensing transnational
enterprises that continue to practice “business as usual” threatens to weaken the overall effect of
the fair trade movement.

Market reformers argue that fair trade can be used to challenge how markets are designed

and how they distribute economic benefits, in order to create a market that satisfies the needs of

¥ They are similar to Shreck’s (2005) description of fair trade initiatives of “resistance, redistribution, and power.”
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all actors. This area of activity overlaps with the historic role of some producer co-operatives.
For example, Ronchi (2002) observes that producers’ need for more information may be greater
than their desire for more money. She describes the request by Costa Rican co-operative Coocafé
that FLO lobby fair trade importers to resolve the issue of fair weight,?® and issue that, if
resolved, would have had important consequences.?!Fair trade actors have also taken action to
ensure the timely arrival of premiums to tea workers in India (Fairtrade Foundation, 2007a). This
example suggests that fair trade’s ability to provide a context for information exchange and
negotiation may be as helpful as its ability to deliver a fair price.

Fair traders also advocate for a fairer system of international trade, an issue that is as
important for producers in the North as it is in the South. Here, too, fair trade overlaps with the
historic role of marketing co-operatives (Coleman, 2004). They support producers who want to
diversify and add value to what they produce, and lobby for change to unfair systems. For
example, some producers view the lobbying efforts of Fairtrade Labelling Organizations
International (FLO), the umbrella organization that unites producer networks in the South and
national labeling initiatives in the North,?* as its most important service (Ronchi, 2002). When
even relatively prosperous producer co-operatives need to sell at least part of what they produce
at fair trade prices in order to provide the services their members need (Sick, 1999), initiatives to
provide producers with information about the market may be even more important for smaller
organizations with fewer resources.

My reading of Twin, the United Kingdom’s largest ATO, is that it focuses mainly on the
“reform” mandate. According to the mission statement of Cafédirect, Twin’s first (and very
successful) commercial venture, fair trade works to strengthen “the influence, income and
security of producer partners in the South and [link] them directly to the consumer” (Cafédirect,
n.d.). Convinced that small producers can deliver good quality products to the market if they
receive a fair price, Twin works to remove barriers between producers and markets, help its
producer partners access “all market opportunities,” and advocate for a better trading system
(Twin, n.d.). If Twin is able to deliver on its promise of improved market access for a significant

0 The discrepancy between 100 pounds and 46 kilograms (actually 101.41 pounds) means that producers are
underpaid for every bag of coffee they ship (Ronchi, 2002).

21 She also points out that the market acts to constrain even fair trade actors.

%2 In 2007, producer networks in Africa, Asia, and Latin America became “co-owners” of FLO (2007b).
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number of producers while providing products that consumers find attractive and available,
increased demand for fair trade may encourage other enterprises to participate.

Following Twin’s initial success with Cafédirect, the first fair trade product to reach the
United Kingdom’s mainstream market® and now its sixth-largest coffee supplier (Twin, n.d.), it
also worked with Ghana’s Kuapa Kokoo producer co-operative to launch the Day Chocolate
Company and with a Dutch fair trade, fresh fruit importer to introduce fair trade fruit to the
United Kingdom.?* As profit usually lies in adding value to commodities or supplying products
to the retail market, these arrangements give Twin’s producer partners a commercial interest in
facilities for roasting and packaging coffee, manufacturing chocolate, and importing fruit. While
sales are important, producers also benefit from the opportunity to learn how to operate
successful businesses. Twin also lobbies for fairer trading systems but its emphasis on access for
producers to the conventional market places it in the “market access” category.

In the global South, the Mexican producer co-operative UCIRI (la Union de Comunidades
Indigenas de la Regidn del Istmo, the Union of Indigenous Communities of the Isthmus Region)
seeks to move beyond simple market access through its involvement in quality improvement,
processing, and marketing (Simpson & Rapone, 2000). If that were all it did, UCIRI would still
fit the market improvement category. However, coffee production and sales are part of a larger
project for human and community development, and fair trade sales can lead to relationships
with partners “who affirm their status in positive ways” (p. 51) and provide political support if
necessary. UCIRI’s collective experience with the fair trade market has created “a social space in
which small farmers can envision and implement their own community development” (p. 47),
one that helps move the focus from market improvement to transformation.®

For the third group, those Jaffee (2007) calls radicals, fair trade is a practical step in a
movement for structural change that would do away with the market and, eventually, with
capitalist relations. Advocates of this position, who seek to “break” the market (p. 29), use fair
trade to privilege human and environmental concerns over corporate profit, and to address the
larger challenge of creating a post-capitalist world. While these actors view the market economy

as incompatible with social justice, their market-based work on fair trade is a component of a

2% Cafédirect was followed by Teadirect in 1998 and Cocoadirect in 2002.

2 Kuapa owns a one-third share in Day (Bibby & Shaw, 2005).

% Fair trade alone cannot protect producers from all national or international trends, and UCIRI is feeling the
harmful effects of structural adjustment (photojournalist Eric St. Pierre, personal communication, 2007).
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more positive version of globalization, and some believe that it will create “a progressive
opening for . . . wresting control of the agro-food system away from [the] transnational
corporations” (Raynolds, 2000, p. 297).

Although the ultimate objective of at least some actors in this category is to “smash the
current system of production” (James, quoted by Jaffee, p. 28) or witness its natural demise,
James’ practice (and that of other fair trade actors) combines many kinds of action.?® Even if
change is not immediate, concrete benefits such the ability to pay down debt or purchase land
(rather than to increase production, as some critics suggest is the primary result of fair trade) can
accompany fair trade relationships (James, 2002).%” Although it is unrealistic to expect that, in
isolation, the fair trade movement will be able to counter the ills of the capitalist market, fair
trade is an element in “a broader movement . . . aimed at transforming the relations of production
globally” (Hudson & Hudson, 2003, p. 424) and provides a site where producers, intermediaries,
and consumers can make common cause.

Even radicals use the market to promote their goals. James’ former employer, the United
States-based human rights organization Global Exchange, advocates a comprehensive approach
to change, working to build “people to people ties” that promote “social, economic and
environmental justice around the world” (Global Exchange, n.d.a).® The organization also
works for “a total transformation of the coffee industry” (Global Exchange, 2007c) which, if
achieved, could well “break” one of the world’s largest markets.”® This approach is not simply
an economic one: Global Exchange believes that social and environmental justice is an integral
part of fair trade and that coffee should also be “certified organic and shade grown where
applicable” (Global Exchange, 2006b). By privileging fair trade over the two environmentally-
focused initiatives, Global Exchange seems to suggest that fair trade is a better development
option than movements which put the needs of the environment above or on the same level as

those of the human beings who live in it.*® As an initiative in the campaign to fundamentally

% Global Exchange (2007b) claims that James “can strategically attack high-level corporate giants and multilateral
trade agreements while inspiring the public by effectively promoting the visionary alternatives of Fair Trade.”

%" In Colombia, some communities have used fair trade income to purchase land in order to protect their water
sources (coffee trader Hernando Restrepo, personal communication, 2007).

%8 Global Exchange (2007d) works to increase public awareness and mobilize for change. Thus, the campaign for
fair trade is one element of its work to create “interconnected communities.”

2 Fridell (2007, p. 298) cites Talbot’s (2004) explanation that coffee is “the second most valuable primary
commaodity exported by developing countries”.

* Hudson & Hudson (2003) claim that the organic labeling initiative offers “a more commodified version of an
alternative” (p. 423) to conventional trade and is therefore less ambitious than fair trade.
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change the market, Global Exchange helps consumers understand the “social and environmental
implications of their spending,” by organizing tours to commodity producing countries. In
addition, its offer of “happy carefree shopping” at its “alternative trade centres” (Global
Exchange, n.d.b) makes strategic use of the market it hopes to remake.

No matter how attractive they may be, fair trade and radical tourism will not change the
market on their own, and Global Exchange also encourages citizens to participate in a range of
activities from supporting fair trade to demanding that their members of Congress vote against
proposed free trade agreements with Central and South American countries (Buffa, 2007) and
that the United Nations Security Council not “cave in to Washington” (Ibid.). In 2003, James
also worked on behalf of Global Exchange with a coalition of organizations, including Oxfam
America, Co-op America, and the Interfaith Fair Trade Initiative, in a campaign to convince
Procter & Gamble, the largest coffee roaster in the United States, to add fair trade coffee to its
product range.*

Global Exchange has also campaigned, with limited success, for Starbucks and other
medium-sized roasters to buy more fair trade coffee. Starbucks” move in 2004 to introduce
packaged fair trade coffee in its approximately 2300 stores nearly doubled the number of
locations in the United States where fair trade coffee is available. Global Exchange (2005a)
hailed the change as “an amazing testament to the power of grassroots Fair Trade activism and
the real concrete changes that citizens can make in the global trade system,” and attributed the
success to grassroots campaigning, national demonstrations, and the mobilization of the
environmental, economic justice, faith, trade union, and consumer organizations that joined the
campaign. At the same time, it continues to criticize the conventional market and other aspects of

life under contemporary capitalism.

2.3 Fair Trade and the Need to Transform the Market

While fair trade benefits all participants, the movement will not succeed if it cannot achieve
fundamental change. As Shreck (2005) warns, fair trade risks reproducing and perpetuating
“some of the inequities and hierarchical relationships that currently characterize international

trade” (p. 26) if it does not move beyond its current status. She points out that, while the

% Procter & Gamble’s purchase of an estimated two to three million pounds of fair trade coffee a year,
approximately one-half of one percent of its total purchases (Equal Exchange, 2003), is roughly equal to the volume
imported by Equal Exchange.
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achievement of interim steps has made trade “less unfair” (p. 26) for producers and returned
slightly more of its material rewards to them, the movement does not offer a real alternative
because it operates in the very system that exploits so many producers and denies consumers the
opportunity to purchase the kinds of products they want to consume.

Although fair trade attempts to confront the power of the conventional market, it cannot
sever all connections with it and most practitioners agree that the movement has prospered, in
part, because supermarkets are selling fair trade products. This presents a particular challenge as
the movement’s leadership must be willing to make some compromises in order to guarantee its
overall success (Shreck, 2005). It may be particularly difficult for the intermediaries who must
balance the (perhaps contradictory) needs for better prices and a larger market and find some
compromises unappealing and even dangerous.

Most fair trade intermediaries are aware of the uneven power relationships between North
and South, the skewed distribution of responsibilities along the fair trade chain, and a
“conservative understanding of empowerment” (Shreck, 2005, p. 26). If the fair trade movement
were to address some of these challenges (even unsuccessfully), it could achieve more of its
“counter-hegemonic potential” (p. 27) and thus contribute to more fundamental change for
individuals and the market.

Although empowerment can be understood as a process, it is ineffective if does not result
in producers’ improved ability to negotiate, not only with buyers but also with local and national
authorities regarding other matters. Producers have to decide (often, with little negotiating space)
what they are willing to do in order to break into the market. Consumers, too, have difficult
choices to make, once they understand that changing their own behaviour has a limited capacity
to modify capitalism’s worst practices (Newholm, 1999).3 While some uninformed or careless
individuals can become victims of “fairwashing,” fair trade must move beyond educating
consumers to empowering them to transform themselves, the market and society.

Many fair trade actors are concerned that some enterprises certify only a small percentage
of their products, and that some national certifying bodies have accepted this practice. TransFair

%2 The fair trade price for coffee, US$ 1.26 a pound, did not increase between 1989 and 2007, although, in contrast
to conventional coffee’s historic low prices at the turn of the twenty-first century, it remained stable (Global
Exchange, 2005h).

* For example, Dole offers consumers an opportunity to trace organic bananas to the farms that produce them
(Southcott, 2007), an initiative that may satisfy their desire to eat well but does little to support the liberation of farm
workers.
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USA claims that Starbucks’ limited participation in fair trade has led to greater visibility and,
therefore, to increased consumer awareness (TransFair USA, 2006). But the two are not
necessarily compatible: it is as least as likely that consumers are confused by Starbucks’ dual
certifying schemes as it is that they are more aware because of them. Furthermore, by not
demanding that roasters who use the “fair trade certified” logo commit to minimum fair trade
purchase levels (which would be accompanied by higher fees to support education and outreach),
TransFair USA provides no incentive for them to improve their performance. Furthermore, in not
distinguishing between enterprises with a greater or lesser commitment to fair trade, it does little
to help consumers move from a focus on personal consumption to a critique of the market. While
greater visibility may attract consumer attention, partial or distorted information may lead to a
situation where transnational companies, rather than producer organizations, are the chief
beneficiaries (Shreck, 2005).

Although they help producers, sales alone cannot create the new kinds of relationships that
a fair market requires. They may even perpetuate the unequal relationships that encourage
farmers to produce for oversupplied markets without challenging the over-consumption that is
prevalent in the global North. Entrepreneurs whose practice includes an element of struggle
*against” the conventional market while they operate “in” it may be better equipped to construct

a new trading regime.

2.4 Fair Trade and Globalization

Although globalization is a much-celebrated characteristic of economic and social life in
the twenty-first century, affecting social, economic, and political relationships within and
between societies, it is not an uncontested one. While it is the result of decisions taken at many
levels, individuals often perceive that globalization is an unavoidable phenomenon. Coleman
(2004) describes its powerful hold on individuals and its seeming inevitability, with processes
“so global, so strong, so dominant, that it is fruitless to challenge them” (p. 13). Yet he also
suggests that globalization is not necessarily the totalizing force that some believe it to be, and
points to the successful co-operatives created by Canadian farmers at the turn of the twentieth
century to combat forces which were no less virulent in their time than they are today.
Contemporary co-operatives have their own global connections which do not negate the
important local character of each co-operative (Fairbairn, 2004, Birchall, 2004).

26



Coleman is not alone in refusing to accept globalization’s homogeneity and total
hegemony. Klein (2001), for example, describes the “oppositional threads” (p. 82) woven by
those who are not “waiting for the revolution,” but taking action where they live, study, work or
farm. Whatmore & Thorne (1997) likewise challenge the idea that globalization is limitless.
They argue that it is “partial, uneven, and unstable; a socially contested rather than logical
process [with] many spaces of resistance, alterity, and possibility” (p. 289). Fair trade, they
argue, is an example of what globalized connections can achieve, for these healthy networks
span the globe and challenge powerful systems. Their local and international connections can
help actors understand how the “social and environmental configurations of agro-food
production and consumption . . . coexist with those of industrial food corporations [and] in some
way counter, or resist, their institutional values and practices” (p. 289). If producers in the South
have what consumers in the North need or want, then globalization’s unoccupied spaces can be
used to facilitate new commercial and human relationships between them.

Globalization can also create and support connections between movements. Buttel & Gould
(2004) suggest that the ability to link domestic socio-economic and environmental problems in
the North and the South will be fundamental to the cohesiveness of the anti-corporate
globalization movement. They argue that fair trade can facilitate this connection because it
appeals to both consumers and producers; it also enables independent or coordinated action that
can be undertaken at multiple sites. Because direct contact between geographically separate
producers and consumers is difficult, appropriately-marketed fair trade products not only alert
consumers to at least part of what lies behind the labels but also establish mutually-beneficial
(even if long-distance) relationships.

ATOs serve as intermediaries in annual exchanges of over $US 1 billion, based on prices
that are designed to cover the cost of production and, in at least some cases, return a greater
proportion of the selling price to producers. They use some of the same globalized systems that
disrupt so many lives, to help sustain the producers with whom they conduct business (Nash,
2000). Renard (1999) suggests that fair trade coffee networks use the “interstices” of the market
to help small producers participate in it “under more favourable conditions” (p. 496). Skilled
intermediaries are important participants in such exchanges and those involved in importing,
roasting and distributing coffee, fair trade’s most widely-traded product, play a prominent role.
Because producers and consumers have little choice but to be involved in the global market, fair
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trade’s future includes both enterprises that successfully use globalized marketing channels and
organizations that are critical of them. It is important to remember, too, that global connections
facilitate the initiative to secure fair prices for producers and to inform consumers about the

people who produce the products they buy.

2.5 Fair Trade: Selling Ideas

Many fair traders are in business not only to sell coffee, chocolate, or crafts but to
demonstrate an alternative to conventional business practices. Moore (2004) argues that a fair
price may be less important to producers than non-monetary issues of long-term relationships,
negotiated prices, mechanisms for advance payment, and the opportunity to work for a more
civilized trading order. Jaffe & Gertler (2006) discuss the importance of reskilling consumers
and other actors involved in the broad struggle for food security, and of educating them about the
conditions under which food is produced. Similarly, Peattie & Peattie (2003) describe social
campaigns that aim to “alert, inform, educate, incentivize, influence and support their targets in
moving them toward behavioural change” (p. 370). These activities, carried out by actors who
occupy each of the categories described by Jaffee (2007), apply particularly to those who would
replace the conventional market with arrangements designed to better meet the needs of all
participants.

At the same time, few fair trade actors base their argument solely on price. While a higher
price does benefit producers, it does not necessarily reflect the effort that goes into production or
provide an adequate financial return to producers. Kocken (2002), for example, suggests that “it
would be closer to reality to say that fair trade pays the maximum amount that is feasible on the
market” (quoted in Moore, 2004, p. 78), although this must be balanced against the fact that
some consumers may be unable to buy fair trade goods because the price is prohibitive. For
Waridel (2002), price is less important than more direct trade between producers and consumers,
which reflects both the needs of those in the South and the realities of the market in the North.
Shreck (2002), however, questions whether fair trade brings about transformative change in the
global agro-food system, or si