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ABSTRACT

FAIR TRADE CERTIFIED COFFEE ESTATES: CAN FAIR TRADE USA PROMOTE
WORKERS’ WELL-BEING, EMPOWERMENT AND GENDER EQUITY IN BRAZILIAN

AND NICARAGUAN COFFEE PLANTATIONS?

In 2012, Fair Trade USA began to certify coffee estates, previously restricted to small
producer organizations, to expand the benefits of fair trade to hired laborers. This dissertation
research analyzes the implications of the Fair Trade USA certification of coffee plantations in 1)
bolstering workers’ well-being, 2) empowerment, and 3) gender equity on certified coffee estates
in Brazil and Nicaragua. Using a cross-national comparative design and multi-methods qualitative
techniques, this study examines how the Fair Trade USA certification of coffee estates plays out
differently within each national context. The findings suggest that Fair Trade USA fosters worker’s
well-being in coffee estates when operating below national labor legislation and sectoral standards,
and indicate variation, unevenness and limitations in bolstering worker’s empowerment. This

research reports marginal gender equity impact on rural workers.



ACKNOWLEDGEMENTS

This dissertation would not have been possible without the support of my family. My
parents, Claudio and Fatima, have supported me so much, particularly when the end was not near
in sight. I am eternally indebted to them. I am grateful for my husband’s support and sacrifices,
and for my children’s understanding for the countless hours away to complete this manuscript. |
am grateful to Dr. Raynolds for her support, mentorship and patience throughout this process. Her
insights and encouragement were critical for the completion of this degree. I am filled with
gratitude for my current supervisor, Shirl Portillos, for the support in the last stretch. I would like
to thank the International Center for Tropical Agriculture for the research partnership and, in
particular, Martha Del Rio for the countless conversations about this topic and fieldwork support.
I am also thankful to the International American Foundation for the generous research funding.
Lastly, I want to thank the participants of this research and the people who assisted to make this

study possible.



DEDICATION

For my daughters to inspire them in their journey.

To my mother for always believing in me.

In memory of my best friend, Carlos Teran.



TABLE OF CONTENTS

ABSTRACT .auuiiiiieiitinniintinseissstistisssesssissssssssssssssssssssssssssssssssssssssssesssssssssssssssssssssssssssssasssss ii
ACKNOWLEDGEMENTS......ucoiiiiitiiiinninnnicsnisstisssssssesssessssisssssssssssssssssssssssssssssssssssssssssss iii
DEDICATION ..uuoiiitiiiinniisnencssissnisssisssssssessssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssss iv
CHAPTER 1: DISSERTATION INTRODUCTION....ccccviisiiisuicsnenssnncssessssnsssessssnssssssssssssasnns 1
1.1 DiSSertation O VeIVIEW...ccouveeieesssnricsssssnressssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 1
1.2 Brief BacK@round .........ccceieeiiinisnnicsissnnnicssssnnicssssssscsssssssesssssssssssssssssssssssssssssssssssssssssssssssns 2
1.3 Research Approach and SCOPE......ccovvuericiirreniicssssnnicsssssnricssssssssssssssssssssssssesssssssssssssssssssans 3
1.4 DisSertation OULINE ......ccocveeiieiivnnnicnissnricssssniecsssnsecsssssssesssssssssssssssssssssssssesssssssssssssssssssssns 5
RETEIEIICES couuvvrriirisrnriicscsniicssssnniesssssssnessssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 9
CHAPTER 2: FAIR TRADE AND THE COFFEE MARKET ..........cccocievirnrnnsenssercsesssanens 10
2.1 INErOAUCTION cuvveeierinnricssssnnrecsssnrnecssssssecssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsass 10
2.2 Brief History of the Fair Trade MoOVemMeNt........cccccceeicrsvsnnrecssssnreccssssssecsssassesssssssssssssnnss 11
2.3 Key Fairtrade International Facts..........iiciieiicciisnnnicnsssnniicssssnniccssssssecssssssesssssssssssssnsss 14
2.4 Global Commodity Network Approach ...........icceeeccssssnniccsssnnnccsssnssecssssnssessssssssssssnnsss 16
2.5 Brief History of the Coffee Market and Supply Chain..........icencveiicssssnnrccsssnneccscnnne 18
2.6 The Fair Trade Coffee MAarket ........cccovvvericiissnriccscssnnecssssnsiesssssssssssssssssssssssssssssssssssssnssss 23
2.7 Mainstreaming and Plantation Certification Challenges.........cccceeecerecrssnerccsscnnreccscnnee 25
2.8 CONCIUSION . ccuueeriiersrnricssssnnricsssnriessssassesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsass 28
RETEIEIICES .ouuvvrrieiirnriicssssnniissssnnrecssssssnscsssnsissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 31
CHAPTER 3: FAIR TRADE USA AND THE CERTIFICATION OF COFFEE ESTATES
....................................................................................................................................................... 37
3.1 INErOAUCTION couueerieericnneiensisnnrncssssssnecssssnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssse 37
3.2 The Certification of Coffee PlantationsS........cccccceeecsisvnnrccsssnrnccssssnsscssssnssessssssssssssssssssnns 37
3.3 Brief History of Fair Trade in North America.........iccieeiccicsnnicssssnnrecsssnsnccsssnssscssnns 43
3.4 The Fair Trade USA MarkKet.......ccouiicciirrnricnscssnnicssssnnnecsssssssessssssssssssssssssssssssssssssssssssssse 45
3.5 Fair Trade USA ...iiiniiiiiniisnnnicnsssnsiessssssscssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 47
3.6 Fair Trade USA Plantation Certification and Standards...........cccceevuereccscnrrccscsnnrecsnns 51
3.7 CONCIUSION...ccuueeriicrissnriessssnrecsssssssscssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssse 59
RETEIEIICES .ouuvveriiriinnriicssssnniissssnricssssnssncsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 61
CHAPTER 4: METHODOLOGY ...cuutiiuiinuiiniisnicsinsnisssessssnssssssssssssessssssssssssssssssssssssssssssssns 67
4.1 ReSEarch DeSi@N...uueiiiiiisnriciissnnicssssnniesssssseessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 67
4.2 Workers’ Empowerment, Well-Being and Gender EQUity ........ccccevvvuericcccnerccscsnneecsnns 68
4.3 CaSC STUAIES .euuverrierirsnnrinsisnrensssssnnscsssssssosssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssse 71
4.3.1 GAINING ACCESS.ccuurieerieeeirieeetieeaitteeatteeateeesteeassseeaasseeassseesssseesssseessseeessseeessseesssseesnsees 73
4.3.2 Population of Interest and Sampling Strategies ..........ccccvvveevieeeiveeniieeeie e 74
R 0\ 1 1 1 41 PN 75
o 01753 0 S04 RS 76
4.4.2 FOCUS GTOUPS..etteeiuitiieeaiiiieeeeiieeeesitteeeastteeeesutteeessssteeeessnsseesasssseeesssssseesssssseeessnssseesens 77
4.4.3 DOCUMENT REVIEW .....vviiiiiiiiciiicciie ettt st e st e e aeeessaeeenneeennnes 78



4.5 ROIE Of the RESEATCRIET «eeeeeerreeeeiereeneeiereeeeecersereesessesessesseseesesssssssessassssssssssssssssssssossasssssssases 79

RECIEIICES «uueeeeuneriiinieiiniiiiutiiiinieiitieisntecssstecssstecsssnesssssssssssessssssssssnsssssssssssasssssasssssasssssassssanssss 81
Chapter 5: Fair Trade Empowerment and Gender Equity Approach ...........cccvvvveeiccccneneee 84
5.1 INErOAUCTION couueeeeueeeiinieisnnecsneeisneecsaecssnnessseesssseessssesssssesssssessssssssssssssssssssssasssssnssssansssnes 84
5.2 EMPOWEIINENL....ccuuueiiiriirnricssssrrnecsssssecsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 85
5.2.1 Empowerment and the Economic Dimension...........cccccuveeviieeniiieeniieesiie e 88
5.2.2 World Bank’s Empowerment Approach ..........cccceccvieeviiieeiiieeiie e 90
5.2.3 The Multidimensionality of Empowerment.............ccccccvveeiiiieiieenie e 91
5.3 The Fair Trade Empowerment APproach .........ceiicnivseiccssseniccscsnnnecsssnssessssssssesssnnnss 93
5.4 CONCIUSION . .cuueiiiiniiennticineeiinieissaeeisstessancssstessssesssssesssssessssssssssssssssssssssasssssssssssasssssnsses 100
RECIEIICES «uueeeennieiiiiiiiiiiisniisitieninieisntecssstecsssnecssssecsssnssssssesssssssssasssssasssssesssssassssssssssssssssanes 102
Chapter 6: Fair Trade Certified Coffee Enterprise: Brazilian Case.......cccccceeeervvnrrccscnnneees 107
6.1 INErOAUCTION couueeeeneieeiniicinrecieeeiineecsneesssneesssnecssssesssssecssssessssssssssssssssesssssasssssnsssssnsssssnsses 107
6.2 Brazilian Coffee Production..........eeeieeiiieiiiiieinsnecssnecssneecsssescsssescsssesssssessssssssssneses 108
6.3 Land Reforms and Brazilian Coffee WoOrkKkers..........ceeccneeissercnseeicsneccsnecsseeessnenenns 109
6.4 Brazilian Labor Laws and UnNIONS .......ueeiiiiiiiennineinsiecsseeissnnecsseessssseessssessssecssssneses 112
6.5 ReESCATCh Site: PAFALI o.u.euueeenneeecnnnencnnenineenisneiessnneisssnecssssecssssssssssscsssssssssessssssessssasssssasses 116
6.6 Fair Trade USA Committee, Premium Investment and Other Social Initiatives..... 121
6.7 Workers’ Awareness and Knowledge of the Fair Trade USA Certification.............. 126
6.8 Immediate Changes with the Fair Trade USA Certification ..........ccceeeevcuneeccsccnnrecsnns 127
6.9 Worker EMPOWEITIENE ....ccocvvueiicrinsnnrecsssnricsssssssecssssssesssssssssssssssssssssssssssssssssssssssssssssssss 128
6.9.1 Individual Level ........cooiiiiiiii e 128
6.9.2 Relational Level ........coui i 129
6.9.3 CollECtiVE LEVEI ...t 131
6.9.4 Workers’ Definition of EMPOWErment .............ccceeevieeiiieeiiieeiieeeie e 133
6.9.5 Empowerment Challenges and Opportunities Identified by Workers ...................... 136
6.9.6 Workers’ Pathway to EmMpowerment ............cccccceeeiiieeiiieeciiecieecee e 136
6.10 Gender Relations, Equity and Women’s Empowerment ..........ccccceeececcneeccscsnasecsens 137
6.11 CONCIUSION.....cceeeiierneiiineeiisneeisteecsatessanesssseessssesssssesssssessssssssssssssssssssssasssssnsssssasssssnsses 141
RECIEIICES «uueeeenniiiiiieinniiiiiiiisieesinieisneeessntecsssneesssnesssssessssnssssssssssssssssasssssnsssssnssssssssssssssssanes 143
Chapter 7: Fair Trade Certified Coffee Estate: Nicaraguan Case........ccceecverecsssnrrccsssnnneces 147
7.1 INErOAUCTION couueeeenneeenneecineecisneeisneeissneessnnssssseessssesssssesssssesssssessssssssssssssssesssssnsssssnsssssnsses 147
7.2 Nicaraguan Coffee Production..........icceeiicciissnnccssssnniccssssssnccssssssscssssssessssssssssssssssssssnns 148
7.3 Nicaraguan Coffee Workers and Land Reforms .......ccocceeeecrcvericsssnnrccsssnneccsssnnsecsnns 149
7.4 Labor Laws and UNIONS.....cuieieiiinseiissnecisneesssnecsssecssssecssssesssssscssssssssssssssssssssssssssssssss 155
7.5 Research Site: MASAYA ....cecccivveeiicssssnnresssssnrecsssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssss 157
7.6 Fair Trade USA Committee, Premium Investment and Other Social Initiatives.....161
7.7 Workers’ Awareness and Knowledge of the Fair Trade USA Certification.............. 167
7.8 Immediate Changes with the Fair Trade USA Certification ...........cceeevcuneeccsccnnrecsnns 167
7.9 Workers’ EMPOWEITNENT .......uueiieriisnrrensssssriesssssssecsssssssssssssssssssssssssssssssssssssssssssssssssssssssss 168
7.9.1 Individual EMPOWEIMENL .......ccciuiiiiiiieeiieeciie ettt e etee et e e sree e e e eaee e 168
7.9.2 Relational EMPOWEIMENL ........cccuiiiiiiieeiieeeiieeciee ettt e eeeeetee e reeeereeesaeeeeeveeenenes 170
7.9.3 Collective EMPOWEIMENL .......cccciiiiiiieeiieeciieeeieeeeiee et eeiteesteeesaeeesaseeessaeeesnseeenens 172
7.9.4 Workers’ Definition of EMPOWErment .............cccoeoovieeiiieeiiieecieecie e 173
7.9.5 Empowerment Challenges and Opportunities Identified by Workers ...................... 175

Vi



7.9.6 Pathway to EMPOWEIMENL ......cccuviiiiiiiiiiieciie ettt et e 176

7.10 Gender Relations, Equity and Women’s Empowerment ..........coccceeeeeccneeccscsnnsecssnes 177
T 11 CONCIUSION...uuueeeneeienneecsnniisaeecssaeeissnesssecsssseessssesssssesssssesssssessssssssssssssssasssssasssssnsssssnsses 184
RECIEIICES «uueeeenniiennieisniiiiiieniniesinicnsnticsssteesssneesssnesssssesssssessssesssssssssssssssssnsssssnsssssssssssnssssanes 186
Chapter 8: Cross-National COMPATiSON ......eeicrivvrricssssnnnecsssnsicssssssresssssassessssssssssssssssssssssssssss 189
8.1 INLIrOAUCHION auueeeenneeeenniecineeiineecsteeisneessteesssnecssssesssssecssssesssssessssnsssssnsssssasssssasssssesssssnsses 189
8.2 ContexXtual FACLOLS cucuueeeneiiiinieisnenisneeiseenisneissntecsssnecssssecsssessssssscsssnsssssesssssnsssssesssssasses 189
8.3 Fair Trade USA IMPACES c.ccocvverrierisnnniinssssnriccsssnsecssssssesssssssssssssssssssssssssesssssssssssssssssssssss 194
8.3.1 Fair Trade Premium .......c.ooiiiiiiiiiiiiee ettt st 196
8.3.2 Immediate Significant Certification IMpacts ..........cccceceeeeciieeniieenieeeee e 199
8.3.3 Unintended IMPACL .......cueiiiiiieiiiecieeeee ettt e e e e seae e e aaeeenens 201
8.3.4 Workers’ Certification AWAaTEINESS .....ccc.veerueeruieerieenieeiieeniieeieesieesteesseeeseesseesseasieeens 202
8.4 Worker’s Well-Being and EMPOWEIMENL........ccccevvneiicsissnniecsssnnicssssssrecsssssssssssssssssnns 203
8.4.1 WOTKers” WellDEING .......veiiiiiieiiieeiee ettt et e e eseae e e e e enees 204
8.4.2 Workers” EMPOWEIIMENL ........coiiieeiiieeiiiieeiiee ettt e eieeee e esteeesaeeesveeesereeessaeeenseeenens 205
8.4.2.1 Empowerment at the Individual Level..........cccoooiiiiiiiiiieeeee e 207
8.4.3.2 Empowerment at the Relational Level ..........cccoocviiiiiiiiiiiicieeee e 209
8.4.2.3 Empowerment at the Collective Level........cccovivviiiiiiiiiiiecieeee e 211

8.5 Gender Equity and Women’s EMPOWEIrmMeNt .........eciceecssneeccsssneecssssassecsssssssssssssssssnns 213
8.0 CONCIUSION . ...cuuueeinrienteisnticiteecsneicsnteecsteesssteessssesssssecssssesssssessssssssssssssssssssssasssssesssssnsses 219
RECIEIICES «uueeeeneiiiiiieiiniiiitieiitieiieieisnnecsssteesssneesssnesssssssssssessssesssssssssssasssssnsssssnsssssssssssassssanes 221

CHAPTER 9: BRIEF SUMMARY OF RESEARCH FINDINGS AND PROPOSITION
FOR A HUMAN RIGHTS-BASED APPROACH TO THE FAIR TRADE USA

EMPOWERMENT FRAMEWORK .....uuiiiiiiiitinntininsnnsssesssissseisssnssssssssissssssssssssesssns 225
0.1 INLrOAUCTION couueeeenneienneecinreiisneeisneessseesssncssssesssssesssssesssssesssssessssssssssssssssasssssasssssssssssnsses 225
9.2 Brief Summary of Research Findings ........ccoeiicrivvneiicissnniccsssnnicssssnnrecssssssecsssssscsnns 226
9.3 Proposition for a Human Rights Approach to the Fair Trade USA Empowerment
FramewWOrK... o ouieiiiicnniiciniicineennnieisneissnessssesisssesssssecssssesssssessssssssssssssssasssssssssssssssssnsses 229

0.3.1 HUMAN RIGNES......viiiiiiiiiieciee ettt et e et e e sae e e naeeenens 230
9.3.2 Human Rights Approach to Development and Poverty...........ccccoeevvevcieeccieeenieennee. 232
9.3.3 Human Rights Relevancy to Fair Trade USA..........cccooiiieiiiieieeeeee e 233
9.3.3.1 Ethical FOuNdation .............ccoouiiiiiiiiiiieee e 234
9.3.3.2 Rights and ODBIIZationS ..........cccueeeiuiieeiireeiieerieeesteeereeeereeeaeeesaeeesereeessreeesenee s 234
9.3.3.3 Emphasis on Processes, Participation and Existing Resources.............cccceenee.. 236
9.3.4 Human Rights Empowerment Approach: The Focus on Human Agency................. 237
0.4 CONCIUSION..cuuueiinnrienneicineiisaeecsneeisstesssesssssesssssesssssesssssessssssssssssssssssssssasssssasssssasssssnsses 239
RECIEIICES «uueeeeneiiiinieiitiiiiniininieiiniessntecssstecsssseesssnesssssesssssessssesssssssssssssssssesssssnsssssssssssnssssanes 241

Vii



CHAPTER 1: DISSERTATION INTRODUCTION

1.1 Dissertation Overview

Rural workers have historically been excluded from resources and opportunities in the
coffee commodity chain, despite being central to the development of the industry (Fridell 2007).
Fair trade is a response to the unfairness of conventional markets. Through social, environmental
and economic standards, fair trade aims at assisting producers and workers in developing countries
to compete in the global market. Fairtrade International initiated product certification in the coffee
sector and continues to operate the global certification system. Fair Trade USA parted ways with
Fairtrade International in 2011 and developed its own set of standards and program to certify large
agricultural enterprises. This dissertation research investigates the Fair Trade USA certification
impacts in bolstering 1) worker’s well-being, 2) empowerment, and 3) gender equity on coffee
certified estates in Brazil and Nicaragua. Through a cross-national comparative analysis, this
research sheds light on the opportunities and challenges of fostering the empowerment of
marginalized rural workers, recognizing the potentially distinct processes affecting male and
female workers. By focusing on embedded social relations, this study captures the complexities of
empowerment while highlighting the contextual factors shaping how Fair Trade USA operates.

The findings show that Fair Trade USA makes noteworthy contributions in fostering
worker’s well-being in the coffee estates, particularly when estates have not historically met
national labor laws and sectoral standards. However, improvements in worker’s empowerment
were inconsistent and improvements in gender equity were marginal. To address these
shortcomings, I conclude this dissertation by arguing that Fair Trade USA should incorporate a

human-rights-based approach to empowerment. This chapter situates the research in the contested



debate of the Fair Trade USA certification of coffee estates. It briefly discusses the research
approach and scope, concluding with an outline of the dissertation chapters.
1.2 Brief Background

Historically, the Fairtrade certification system has been organized under a single global
umbrella organization called Fairtrade Labelling Organizations, currently known as Fairtrade
International, which oversaw national initiatives like Fair Trade USA. Fair Trade USA resigned
from Fairtrade International to certify estates and independent producers in commodities
previously restricted to small producer organizations by Fairtrade International.

Fair Trade USA’s intention is to expand fair trade benefits to landless hired laborers in
estates and farmers not organized into coops, under the slogan “Fair Trade for All” (Fair Trade
USA 2012). Fair Trade USA sees hired laborers as the most marginalized and needing of fair trade
assistance. Following a market-driven approach to address global poverty (Walske and Tyson
2015), Fair Trade USA wants to increase the supply of certified products arguing that “by growing
the market and increasing mainstreaming corporate participation, more producers will benefit from
Fair Trade prices and premiums” (Raynolds 2012:285). Fair Trade USA’s decision to depart from
Fairtrade International reveals enduring differences between a market-oriented entity, Fair Trade
USA, and a mission-driven agency, Fairtrade International (Raynolds 2012). From these
contrasting orientations, Fair Trade USA and Fairtrade International have diverging strategic
approaches about how to promote the fair trade principles of ethical trading to globally empower
producers and workers and to improve their livelihoods (Fair Trade USA 2014).

Fair Trade USA’s decision to certify estates, starting with coffee, generated backlash from
multiple fair trade organizations, small producer organizations and other stakeholders, who are

concerned about movement’s dilution and cooptation, consumer confusion, and unfair market



competition from plantations. The Fair Trade USA certification of plantations is particularly
contested in coffee because of this product’s prominence. Coffee is Fairtrade International’s most
important product with steadily increasing sales and recognition, benefiting 537 coffee producer
organizations worldwide in 2016 (Fairtrade International 2017). Similarly, coffee “was Fair Trade
USA’s first product category, and continues to be the most prominent Fair Trade Certified product
on the market” (Fair Trade USA 2016:28). In fact, coffee accounted for 72 percent of Fair Trade
USA certification revenue in 2013 (Walske and Tyson 2015). The conventional coffee market
threatens small producer’s livelihoods because the coffee supply chain is driven by the interests of
a few roasting and retailing companies. Small coffee producers are unable to compete in volume
and price with large-scale agricultural enterprises. To address these inequalities in the coffee
sector, fair trade established networks of producers and consumers to “provide new advantages for
producers through the stabilization of coffee prices, increased incomes, greater security of land
ownership (and thus an increased ability to avoid absorption into the system of wage labor), and
more sustainable ecologies of production” (Hudson, Hudson and Fridell 2013:39). By certifying
coffee plantations, the concern is that Fair Trade USA is bringing into fair trade’s niche market
the unjust competition of the conventional coffee commodity chain, compromising the essence of
the movement.
1.3 Research Approach and Scope

This dissertation explores Fair Trade USA’s claim that hired laborers producing coffee
need the benefits of fair trade because they are the most marginalized and impoverished. While
there are many implications to the Fair Trade USA certification of coffee estates for different
actors, this research analyzes to what extent and in what ways rural coffee workers benefited from

the Fair Trade USA certification, considering the unequal hierarchal power of estates. This



research focuses on workers’ well-being and empowerment because they are two pillars of Fair
Trade USA’s efforts to foster social change. Acknowledging that female and male workers might
experience certification impacts in distinct ways, this research also explores whether the
certification promotes gender equity.

This dissertation is a combination of exploratory and descriptive research. There are
numerous scholarly articles focused predominantly on the impacts of Fairtrade International on
cooperatives, particularly in the coffee sector, and an emerging literature on Fairtrade
International’s involvement in large enterprises (Raynolds 2017), but no academic study to date
has been published about the Fair Trade USA impact on rural coffee workers. This study fills this
literature gap. Additionally, this research is relevant and timely because of the growth of Fair Trade
USA Certified products from large enterprises.

The dissertation research focuses on two case sites in Latin America, where most of the
Fair Trade Certified coffee is produced (Fair Trade USA 2016). I employed a combination of most
different and contrast of context sampling techniques to choose two coffee plantations in Brazil
and Nicaragua. This dissertation research was carried out between Fall 2014 and Spring 2015 in
Nicaragua and Brazil, funded by the Inter-American Foundation and partnered with the
International Center for Tropical Agriculture. Since this research was conducted in the early years
of Fair Trade USA certification, my findings relate to immediate and short-term impacts. Pursuing
a multi-methods qualitative research approach to explore understudied processes (Marshall and
Rossman 2011), this study focuses on the experiences of permanent coffee workers. This
population was selected to narrow the findings to the experiences of coffee workers who were
continuously exposed to the certification to provide an overall account of potential impacts of Fair

Trade USA on rural workers. Additional research is needed to assess how temporary workers’



experiences align with the permanent workers presented in this work. A comparison of the
experiences of Nicaraguan and Brazilian workers provides a rich description about the potential
impacts of Fair Trade USA on hired laborers.
1.4 Dissertation Outline

This dissertation is structured the following way. Chapter two provides a brief history of
the fair trade movement and provides key facts regarding Fairtrade International. The chapter
discusses how the global commodity approach has been used in the fair trade literature to reveal
the impacts of fair trade along the commodity chain. This study of coffee estates is situated within
the coffee market and supply chain literature to contextualize the role of Brazil and Nicaragua in
this sector. Brazil is the largest global coffee producer and historical actor in the coffee market,
whereas Nicaragua is a significant fair trade coffee producer. This chapter concludes with a
discussion of Fair Trade USA’s mainstreaming approach and the historical challenges of plantation
certification.

Chapter three focuses on understanding the Fair Trade USA business model and approach.
It starts by demonstrating how Fair Trade USA’s mainstreaming approach led to the endorsement
of large enterprises, including the certification of coffee plantations. The discussion centers on Fair
Trade USA’s departure from Fairtrade International, their new Fair Trade for All campaign and
Coffee Innovation Pilot program, and how the decision to certify coffee estates was received by
key fair trade actors. Next, the chapter provides a brief history of fair trade in North America and
the key facts about fair trade sales and products in the United States market. The remaining sections
provide an organizational overview of Fair Trade USA, including a discussion about the
certification process, and the Fair Trade USA Impact Framework utilized for standard

development. The cases studied in this dissertation were certified under Fair Trade USA’s Farm



Workers Standard. After fieldwork was completed, Fair Trade USA replaced the Farm Workers
Standard with a new Agricultural Production Standard. The chapter introduces both sets of
standards and highlights the new standard improvements and shortcomings.

Chapter four outlines the methodology of this research. The first section presents the
research design, followed by a discussion about the conceptualization and operationalization of
well-being, empowerment and gender equity. It is important to note that the research instruments
were comprehensively designed to map workers’ experiences about well-being, empowerment and
gender equity to then measure the Fair Trade USA certification impacts in these areas. The
following section shows the research site characteristics, how I selected the case studies, and
collected and analyzed fieldwork data. The chapter also addresses my role as a researcher in this
study and how I gained access to these coffee plantations.

Chapter five provides a theoretical foundation to study empowerment in the Fair Trade
Certified coffee estates. Scholars disagree about the meaning of this concept and how to measure
it. The chapter sheds light on these tensions and demonstrates how empowerment is generally
studied. It also provides three distinct empowerment approaches widely used in development
studies research. The second part of the chapter presents the Fair Trade USA empowerment
approach, how it is defined, and situates this discussion within the fair trade empowerment
literature.

Chapter six explores the case study findings in Brazil. The chapter describes relevant
contextual factors to understand how the national context influences Fair Trade USA certification
outcomes. It starts by discussing Brazilian coffee production, land reforms, unions and labor laws,
while situating coffee workers within this context. The second part of the chapter is devoted to the

case study. The following section describes the characteristics of the world’s largest coffee grower,



Parati, and its workforce. Then, it separates the findings into 1) Fair Trade Committee, Premium
and other social initiatives; 2) workers’ awareness and knowledge of the certification; 3)
immediate changes with the Fair Trade USA certification; 4) worker’s empowerment; and
concluding with a discussion about 5) gender relations, equity and women’s empowerment.
Chapter seven discusses the Nicaraguan case study findings. The chapter presents relevant
contextual factors to understand how the national context influences the Fair Trade USA
certification outcomes. The first part of the chapter addresses the Nicaraguan coffee production,
land reforms, unions and labor laws, and the rural workforce in the coffee sector. The remaining
sections focus on the case study findings, starting with a description of the Nicaraguan coffee
plantation, Masaya and its workforce. The findings are divided into 1) Fair Trade Committee,
Premium and other social initiatives; 2) workers’ awareness and knowledge of the certification; 3)
immediate changes with the Fair Trade USA certification; 4) worker’s empowerment; and
concluding with a discussion about 5) gender relations, equity and women’s empowerment.
Chapter eight compares the findings from the case studies in Brazil and Nicaragua and
summarizes the overall findings about Fair Trade USA impacts on hired laborers on coffee estates.
First, the chapter identifies and compares the central contextual factors that might shape workers’
experiences and how they may benefit from the Fair Trade USA certification. It then compares
Fair Trade USA’s impacts, focusing on the 1) Fair Trade USA Premium, 2) immediate impact on
workers, 3) unintended impact on workers, and 4) certification awareness. Then, it summarizes the
research findings of the case studies on 1) workers’ well-being, 2) empowerment, and 3) gender
equity. The cross-national findings are loosely situated in the fair trade literature because the

overwhelming fair trade scholarly work is about small producers and not hired laborers. It is



important to note that although there are some fair trade scholarly studies conducted in plantations,
they are based on Fairtrade International standards.

Lastly, chapter nine summarizes the overall Fair Trade USA impacts on coffee workers in
Brazil and Nicaragua and concludes with a discussion about how a human-rights-based approach
to the Fair Trade USA empowerment framework can address the empowerment shortcomings
observed in this research. This study suggests that the most relevant human rights-based approach

to Fair Trade USA is the one that focuses on protecting and expanding human agency.
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CHAPTER 2: FAIR TRADE AND THE COFFEE MARKET

2.1 Introduction
Fair trade facilitates ethical trading through coordinated production and commercialization

designed to alleviate poverty, and empower small producers and hired labor (Raynolds 2002). Fair
trade emerged in response to the unequal international trading relations between the global North
and South. The movement seeks to challenge the unfairness of conventional trade practices by
promoting more equitable relations between producers and consumers (Raynolds 2002), and
“social justice and environmental sustainability in global production” (Raynolds and Greenfield
2015:24). Through market-based strategies, fair trade promotes consumer awareness of the
precarious labor and living conditions of Southern producers and workers by seeking to mobilize
Northern consumers to bolster empowerment and incomes of producers and hired laborers
(Raynolds, Murray, and Wilkinson 2007:4). Fair trade initiatives encompass social and
environmental concerns (Raynolds 2002) with the objective of developing:

Mutual beneficial partnership based on dialogue, transparency and

respect; to support organizational capacity-building for democratic

groups that are required to represent small-scale producers (co-

operatives) and workers (trade unions); to offer guaranteed prices

that are higher than market rates; to provide a social premium to

finance community projects such as schools, clinics, and

environmentally sustainable production (Wunderlich 2011:21).

Fair trade promotes progressive change and international development by establishing new

ways to coordinate production and commercialization (Raynolds and Bennett 2015). It is a global
private voluntary regulation that addresses both social justice and environmental issues,

challenging “unfair” trade practices and fostering alternative “fair” trade norms (Raynolds

2012b:279). Fair trade initiatives of empowerment, expansion of the human potential, self-
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determination, political and economic justice, poverty alleviation and sustainable development
align with many contemporary movements such as human rights, global democracy and trade
justice, alternative development, political ecology, local sovereignty, and movements of women,
peasantry, and workers (Evans 2008; Smith 2008). Yet fair trade diverges from these movements
in its efforts to move from vision to practice and incorporate both ethical and environmental
concerns in regulating the entire commodity chain (Raynolds and Bennett 2015).

Fair trade is a dynamic movement consisting of membership association groups of
Alternative Trading Organizations (ATOs), formalized labeling and certification systems, and
social movement advocacy groups that support the fair trade principles (Wilkinson 2007).
Although these organizations represent segments of the movement based on common social justice
principles grounded on ethical trading, they often diverge strategically on how to best promote
poverty alleviation and empowerment. This research conceptualizes fair trade as an alternative
social development initiative seeking social change through market access, equitable trading,
capacity building, poverty alleviation and empowerment opportunities.

This chapter provides a brief history of the fair trade movement, highlighting fair trade
market facts, and discusses the Commodity Network approach to study the impact of certifying
coffee plantations. To understand the role of Brazil and Nicaragua in the coffee market and fair
trade, this chapter provides a brief historical overview of the coffee supply chain and the fair trade
coffee market, concluding with a discussion of mainstreaming and plantation certification
challenges.

2.2 Brief History of the Fair Trade Movement
Fair trade initiatives were started after World War II by Northern American and European

initiatives and religious groups to help individuals located in places devastated by the war. By
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1958, the first Alternative Trading Organization (ATO) emerged, selling products to the United
States market (Hutchens 2009) from smallholder buyer-seller relations based on an alternative or
direct international trade model (Linton and Rosty 2015). “Pioneer organizations like Sales
Exchange for Refugee Rehabilitation and Vocation (SERRV) and Oxfam, and later other faith and
development groups, began purchasing handcrafts from poor producers in the Global South at
above-market prices, selling them directly to conscientious consumers” (Raynolds and Long
2007:15). ATOs played an important role in expanding the fair trade movement by educating and
promoting consumer awareness about fair trade principles. ATOs sought to reduce unjust trading
practices through direct relations based on trust, and promotion of ethical and environmental
sustainability principles (Raynolds and Long 2007). With the assistance of ATOs fair trade
expanded in the 1970s and 1980s, however the movement offered limited product variety and was
mainly confined to the sale and purchase of handcrafts. The lack of product diversification and the
increased market competition of handcrafts led many ATOs to bankruptcy, forcing the remaining
ATOs to rethink new strategies looking “towards consumer needs and to balance these with those
of producers. Consumer marketing, product development, and product quality all became
important concerns of ATOs, marking increased commercial awareness” (Tallontire 2000:168).
In the second half of the 1980s and through the 1990s, the fair trade movement grew and
became institutionalized with the development of a certification system, the creation of different
fair trade organizations and the entry of different actors in the fair trade commodity chain (Bennett
2012). The certification system allowed fair trade to grow to meet consumers’ needs and increased
availability by enabling other actors outside the ATOs to sell fair trade goods, thus reaching a
wider consumer base. In 1988, the Dutch development agency Solidaridad launched the first fair

trade label for coffee, Max Havelaar (Fairtrade International 2017a), to counteract the rapid decline
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in coffee prices (Hunt 2012). Certification criteria required: 1) producer fair wage payment,
prepayment or advance credit to farmers to avoid indebtedness, 2) Premium' payment for social
development projects and 3) long-term trading relations with democratically organized producer
cooperatives or associations (Jaffee 2012). Coffee was the first certified commodity to reach
supermarket shelves and over time the label began to certify other products like cocoa, bananas
and tea (Jaffee 2012). The emergence and usage of the first fair trade label by ATOs contributed
to the expansion of the movement.

The European Fair Trade Association (EFTA) co-founded the TransFair International in
1992 to manage the Transfair Mark across market products in response to the increased consumer
and commercial traders’ interest in fairly traded products (EFTA 1994). Transfair International
also licensed national organizations to monitor, coordinate and promote fair trade products in
exchange for license share revenue (Thomson 1995). In 1997, Fairtrade International was
established to consolidate the national fair trade initiatives under one system and harmonize the
fair trade standards and certification (Fairtrade International 2017a). Fairtrade International sought
to coordinate national and international fair trade strategies, promote credibility through third-
party certification and unified standards. Fairtrade International promotes fair trade principles
through established standards and third-party oversight. The creation of a fair trade product label
facilitated the introduction of fair trade commodities to mainstream retailers (Raynolds 2002).
With coffee, for instance, the certification enabled: 1) small producers to more successfully
compete in the international market, 2) small and mid-sized roasters to enter a niche market to
resist domination by agro food corporations, and 3) more recently, large enterprises have used it

to diversify product line, “seeking constant innovations in order to stimulate the demand and

!'It refers to an additional sum of money paid to invest in producer/worker-led projects.
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distance themselves from competitors” (Renard 1999:498). Fairtrade International is a non-profit
multi-stakeholder association constituted of 23 organizations; three producer networks and 20
national Fairtrade organizations (Fairtrade International 2017b). Fairtrade International
established “national licensing initiatives in each consumer countries certified producer
organizations to sell fair trade products, and licensed firms that met fair trade criteria to use the
seal on the products they purchased from those organized farmers” (Jaffee 2012:103).
2.3 Key Fairtrade International Facts

Fair trade sales have grown significantly in the last few years with the entry of new
smallholders, large enterprises and the certification expansion to new commodities and geographic
locations. In 2012, Fairtrade International certified sales were valued at US$ 6.2 billion; the world's
largest market for Fairtrade certified products is in the United Kingdom (Raynolds and Greenfield
2015:28). As noted in Table 2.1, more than 1.65 million farmers and workers are part of the
Fairtrade International system (Fairtrade International 2015). Although the fair trade certification
was originally intended to support small farmers democratically organized into cooperatives or
associations, Fairtrade International's most rapid growth is in large enterprises (Raynolds 2012a).
Still small producer and contract organizations® represent 87 percent of all Fairtrade sales value
(Fairtrade International 2015). In 2014, large enterprises saw a growth in Fairtrade sales revenues
of 18 percent over the previous fiscal year, compared to a 2 percent decline® in revenues for small

farmer organizations (Fairtrade International 2015).

289 percent of the Fairtrade certified coffee is produced in plot sizes less than 5 hectares (Fairtrade International 2015)
and more than half of the world coffee supply is produced on small scale plots (Luttinger and Dicum 2006:44).
3 Reflection of the decline in the global coffee price in 2014 (Fairtrade International 2015).
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Table 2.1. Fairtrade International Certification, 2014.

Small Producer Hired Labor Total
Organizations Organizations
Fairtrade Sales 1,098.6 166.2 1,264.8
Revenues * (US$
1,000,000)
Fairtrade Premium? 120.4 20.9 141.2
(USS$ 1,000,000)
Fairtrade Enterprises 977 229 1,226°
Fairtrade Farmers and 1,447,900° 204,000 1,651,900
Workers

2Euros converted to dollars using the US Federal Reserve average annual exchange rate (2014: US$ 1.33 = 1 Euro).
®Includes 20 contract production enterprises.

¢ Includes farmers in Fairtrade contract production enterprises.

Source: Adapted by the author using Fairtrade International (2015)

In 2014, the overall number of Fairtrade International certified plantations increased by 4
percent (Fairtrade International 2015). The majority (64%) of Fairtrade International farmers and
workers are located in Africa and the middle East* (Fairtrade International 2015). Among small
farmer organizations, female representation is only 23 percent, but they represent almost half of
the total workforce on plantations (Fairtrade International 2015). Fairtrade International currently
certifies bananas, cocoa, coffee, cotton, flowers, sugar, tea, fresh fruits, honey, gold rice, juices,
spices and herbs, sport balls and wine. The certification has expanded to include composite
products and carbon credits to address climate change (see Fairtrade International 2017c). Table
2.2 shows the sales income of leading Fairtrade International certified products, coffee, bananas,
sugar and cocoa and flowers, which account for approximately 89 percent of Fairtrade
International sales income (Fairtrade International 2015). Coffee was the first certified product and

still the most important commodity, generating 49 percent of the total Fairtrade International

4 Meanwhile, over half of the producer organizations (53%) are located in Latin America and the Caribbean (Fairtrade
International 2015).
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revenue sales (Fairtrade International 2015), earning the largest Premium?® in Latin America and
the Caribbean (Fairtrade International 2016).

Table 2.2. Top Fairtrade International Labeled Commodities, 2014.

Fairtrade Sales Volume Fairtrade Producer Sales Income (US$
(MT) 1,000,000)?
Banana 468,200 234.2
Sugar 219,700 58.5
Cocoa 70,600 148.4
Coffee 150,800 623.77
Tea 12,200 19.6
Flowers 639° 68.9

and Plants

2Euros converted to dollars using the US Federal Reserve average annual exchange rate (2014: US$ 1.33 = 1 Euro).
® Flowers and plants are measured in million stems.
Source: Adapted by the author using Fairtrade International (2015).

2.4 Global Commodity Network Approach

Unlike traditional social movements that demand state action to address societal issues, the
fair trade movement has focused on corporations’ practices and the market to promote social
justice. The expansion of neoliberalism and globalization has contributed to changes in the global
economic structure, impacting commodity supply chains and causing many social movements to
rethink their strategies (McMichael 2009). There has been a growth in market-based nonstate
regulation and suprastate governance. The fair trade movement is best understood within the global
commodity network framework (Raynolds 2009) because it is essentially a critique of the current
global market order that exploits and marginalizes producers through unfair trading relations and
low commodity prices. The growing power and concentration of buyers in agricultural chains has
significantly impacted small farmers and workers, worsening livelihoods, employment conditions
and the environment (BASIC 2014). As Gereffi (1994) argued, commodity production involves a

linking of a sequence of added value functions dispersed geographically. Commodity studies are

> Between 2014-2015, coffee and bananas accounted for 85 percent of the Premium generated in the region (Fairtrade
International 2016).
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useful to understand the new global economic and production order, as well as the social
organization and relations on multiple actors within a commodity network, because they illustrate
the “interconnected processes of raw material production, processing, shipping, distribution,
marketing, and consumption embodied in a commodity or set of related commodities” (Raynolds
2004:726).

The global commodity chain literature® suggests that production is essentially linear,
represented through a “sequence of operations required to produce and distribute a good or service”
(Dicken 2007:13). Some scholars have adopted the commodity (or production) network
framework since it implies “multiple relational forms and directions and avoids the linear
connotation of ‘chains’...” (Levy 2008:943), capturing the governance in coordinating, integrating
and regulating networks “connected into particular bounded political, institutional and social
settings” (Dicken 2007:16). This approach highlights the power inequality along the supply chain
among actors and how these relationships “shape the process of production through networks that
are increasingly decentralized, transnational and global” (Kooster 2005:404). Commodity network
scholars are interested in addressing not only the market competition of value added chains but the
complex socio-political system and network actors’ relations where markets are embedded.’
Literature pursuing this framework emphasizes the interconnection among actors, organizations®
that influence and shape global production, and the institutional and social context in which
networks are embedded (see Barrientos, Gereffi, and Rossi 2011).

In this study, the commodity network framework is utilized to understand the role of

different actors in shaping the fair trade coffee supply chains and governance of network relations.

¢ Production systems that link “the economic activities of firms to technological and organizational networks that
permit companies to develop, manufacture, and distribute specific commodities” (Gereffi 1994:96).

7See Levy (2008) for a thorough discussion about the Global Production Network approach.

8 E.g. national governments, multinational institutions, non-governmental entities, etc.

17



The certification of coffee estates has a profound impact on the fair trade network and production,
shaping and restructuring actors’ relations. Disagreements in the movement about the entry of
large enterprises regardless of commodity and geographic region demonstrate how negotiations in
global production can generate new regulatory trajectories and control mechanisms with on the
ground implications to hired laborers.
2.5 Brief History of the Coffee Market and Supply Chain

Coftee is the second most traded commodity after oil and it has become the symbol of the
fair trade movement. Coffee trading is generally intermediated by trade houses, dealers and traders,
and larger roasters who often purchase coffee directly from coffee plantations. The roast and
ground coffee market is dominated by five large multinational companies: Kraft Foods, Nestle,
Sara Lee, J.M. Smucker and Elite (International Trade Centre 2012). Roasters largely dominate
the coffee market through consolidation and massive branding investment (Ponte 2002:1110).
“Since the liberalisation of the coffee trade in 1989, the coffee value chain has been increasingly
influenced by roasters (much more than retailers), above and beyond the historical influence of
traders” (BASIC 2014:28). The restructuring of the global coffee chain was influenced by the
buyer-driven supply requirements and standards in favor of large roasters, and increased
consumption of specialty coffee and stores like Starbucks. In recent years, the power in the coffee
supply chain has shifted from producing to consuming countries, where actors in consuming
countries retain most of the income, leaving producers with a marginal fraction of the price paid
by consumers (Talbot 1997). The changes in the coffee supply chain and governance represent the
“substantial transfer of resources from producing to consuming countries, irrespectively of price

levels” (Ponte 2001:15).
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Historically, coffee was one of the first commodities to be globally controlled through state
action (Ponte 2002). Brazil played an important role in the global coffee market particularly pre-
World War II with the valorization policy.’ As a major coffee producer, Brazil manipulated coffee
prices by reducing the global coffee supply, which stabilized coffee prices (Daviron and Ponte
2005; Pendergrast 1999). The Brazilian state “intervened to maximize export revenues or to act as
last-resort buyers in times of surplus production” (Seudieu 2008:20). At the turn of the nineteenth
century, Brazil produced three-quarters of the world coffee supply (Daviron and Ponte 2005),
giving it significant leverage to influence coffee prices. During this period, the Brazilian state
worked to establish and strengthen the infrastructure of the Brazilian coffee sector to compete in
the international market.

By the 1960s, the international coffee market was fragmented with the European powers
establishing discriminatory policies against non-imperial imports and providing direct financial
incentives to colonies to expand their production capacities. European countries with colonies
“encouraged their overseas territories to increase coffee production with the dual purpose of
creating alternative sources of supply within their currency zones and strengthening their
economies by developing coffee as a key cash crop” (Seudieu 2008:21). In response to such
policies, many colonies started to produce more coffee, increasing production by fifteen-fold in 25
years (Daviron and Ponte 2005). The Inter-American Coffee Agreement between the United States
and all Latin American producing countries launched an export quota system. State institutions in
many countries started to regulate exports and domestic prices, however the massive
overproduction of coffee and its price instability led most producing and consuming countries to

sign the International Coffee Agreement (ICA) in 1962 (Daviron and Ponte 2005). This regulatory

9 Later known as the permanent defense of coffee policy.
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system set a target price for coffee and quotas for each producer. “When the indicator price
calculated by the International Coffee Organization (ICO) rose over the set price, quotas were
relaxed; when it fell below the set price, quotas were tightened” (Ponte 2001:9). Overall, the ICA
provided world market coffee price stability.

The ICA ended in 1989, causing significant structural changes for the coffee supply chain
and governance. According to Ponte (2001), coffee prices steadily declined after the collapse of
the ICA and consuming country-based operations increased their control over the entire supply
chain, including farmers, local traders and producing country governments. The decline of world
coffee prices was also related to the mechanization and industrialization of coffee, which allowed
coffee farmers to produce massive amounts of coffee that could not be absorbed by the demand.
The roasters’ adoption of supplier-managed inventory systems and increased activity in the coffee
future markets contributed even more to price instability in this period (Ponte 2001).

In 2012, the global coffee market was worth US$70.86 billion, with 80 percent of the
world’s coffee produced by smallholders (Fairtrade International 2012a:2). While Brazil no longer
dominates the coffee trade like it did historically, the country continues to have an important role.
Brazil remains the world’s largest coffee producer and exporter, responsible for 34 and 31 percent
of worldwide coffee production and export, respectively, followed by Vietnam and Colombia (ICO
2013). Brazil exported more than 35 million bags of coffee between 2015-2016, generating US$5.3
billion (O Globo 2016) and continues to be an economic force in the coffee sector, influencing
coffee prices, production and global consumption. “Brazil has remained the world leader for 150
years while constantly transforming the nature of the coffee industry and diversifying into other
crops and industrial products. No other country in the world has maintained such dominance in

such a lucrative crop for so long a time” (Topik and Samper 2006:124).
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In Brazil, coffee was introduced in the northern region concentrated along the shore when
sugar cane plantations were the main economic activity in the country (Mello 2012). Coffee has
been a significant commodity for Brazil since the early eighteenth century, replacing sugar in terms
of national economic importance. ' Currently, most of the Brazilian coffee is produced in the
states of Sdo Paulo, Minas Gerais,'! Rio de Janeiro, Espirito Santos, Bahia, Parana, and Goias
(ABIC 2017). In 2015, the Brazilian coffee cultivation area reached approximately 2.25 million
hectares, where 79 percent was dedicated to Arabica coffee production (Economia e Emprego
2016). Farms less than 10 hectares in size produce the majority of the Brazilian coffee (Coffee
Research Institute 2017). The largest Brazilian coffee buyers are Germany, United States, Italy,
Japan and Belgium (Mello 2012). Brazil has a large internal coffee market, !> consuming about
20.51 million coffee bags with a 4.9kg per capita coffee consumption (Barros 2016). Globally, 127
countries in 2015-2016 consumed Brazilian coffee, with the United States at the forefront (O
Globo 2016).

Numerous countries cultivate smaller amounts of coffee, for example, Nicaragua produces
only 3.9 percent of Brazil’s total coffee production'® (International Trade Centre 2012). In
2014/2015, Nicaraguan coffee production reached over 2 million bags'* (Bolafios 2015). Despite
its drastically smaller market share than Brazil, coffee has played a significant role in Nicaraguan

national history and economy. Although Nicaragua has never been a world leader in coffee

10 Brazil’s coffee production competitiveness is due to the low production cost of the community and its focus on
quantitative parameters has led to the image of inferior quality (Mello 2012).

" The Brazilian research site is located in Minas Gerais. This state was responsible for 48.7 percent of the total national
coffee production in 2014, followed by Espirito Santos (27.6%) and S2o Paulo (10.3%) (Agéncia IBGE Noticias
2015).

12 Global coffee consumption doubled in the last four decades and most of the global coffee consumption growth is in
producing countries like Brazil and emerging markets of Eastern Europe and Asia (Fairtrade Foundation 2012).

13 'World production, 1995/96- 2010/11 (‘000 bags) Nicaragua: 1300; Brazil 33.577 (International Trade Centre
2012:13).

1460kg bag.
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production, the country has come to rely on coffee exports. The Nicaraguan economy is grounded
primarily on agro-export crops like coffee, sugar, rice and cotton, which “are grown on large
estates almost exclusively for export” (Saten 2010:9). In comparison to Brazil, coffee cultivation
was implemented later in the region and significantly expanded in the late nineteenth century
through a consolidated partnership between the state and the agro-export sector, where the former!'?
“played a critical role in the development of agroexport production and the marginalization of the
peasantry”'® (Enriquez 1991:10). Coffee cultivation became predominant during Zalaya’s
government, who sought to expand and protect the interests of the agro-export sector. Although
the Nicaraguan state had extensive autonomy to promote particular sectors, “the country’s
economy remained subject to the vacillations of the world market, which could bring it wealth or
ruin” (Enriquez 1991:11). This was particularly true in the coffee sector.

In Nicaragua, coffee production began in the Pacific highland region for easy port access,
but coffee cultivation significantly expanded with the construction and modernization of roads and
railways, and is now concentrated in the north central region in Jinetega, Matagalpa'” and Nueva
Segovia with 35, 28 and 24 percent of total national coffee plantations, respectively (Enriquez
1991; Bolafios 2015). Coffee remains an important commodity in Nicaragua, employing 15
percent of the national labor force, with small producers responsible for 97 percent of coffee
production (Bolafios 2015:2). Nicaragua exports most of its coffee to the United States, Germany,
Venezuela, Belgium and Canada; the domestic coffee market is relatively small with an average

per capita consumption of approximately 2 kg (Bolafios 2015).

13 Infrastructural, technical and financial support. The Nicaraguan state also passed labor laws to ensure labor supplies
to the coffee plantations (Enriquez 1991).

16 Through land expropriation for the agro-export sector (Enriquez 1991).

17 The Nicaraguan research site is located in the Matagalpa region.
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2.6 The Fair Trade Coffee Market

Coffee has been at the forefront of the fair trade movement and generates the largest fair
trade sales. In 2014, Fairtrade International coffee accounted for 49 percent of all Fairtrade
producer sales income (Fairtrade International 2015).!® Fairtrade International coffee comes from
30 countries (Fairtrade International 2017d) and 80 percent of fair trade coffee is consumed in
Europe!® (Hudson et al. 2013). Fair trade coffee certification emerged during a time of drastic
decreases in coffee prices (Renard 1999) and it expanded with the sales of certified coffee in
corporate chains like Starbucks and Dunkin’ Donuts in the United States and worldwide. In the
Fairtrade International system, out of 1.6 million Fairtrade International farmers and workers,
about half of the Fairtrade producers cultivated coffee?® in 1.1 million hectares worldwide?!
(Fairtrade International 2015). Fairtrade International coffee farmers cultivated 1.2 billion pounds
of Fairtrade certified coffee in 2013-2014 and Fairtrade certified producer organizations sold 28
percent of their coffee as Fairtrade (Fairtrade International 2015). Fairtrade farmers received US$
66 million in Fairtrade Premium, representing 47 percent of the total Fairtrade Premium
distribution in 2014 (Fairtrade International 2015). Fairtrade International coffee farmers reported
Fairtrade Premium?? investment in producer organizations (44%),>* services for farmers (46%)>*

and community (8%)?’ (Fairtrade International 2015).

18 This was 6 percent lower than the previous year, as a result of the decline in coffee prices in 2014 (Fairtrade
International 2015:53).

19 Netherlands, United Kingdom and Germany.

20812,500 small-scale farmers organized in 445 producer organizations (Fairtrade International 2015).

2'Tn 2014, the average Fairtrade coffee cultivation area per farmer is 3.6 hectares (ha) in Latin America, 0.8 ha in
Africa and Middle East, 1.0 ha in Asia and Pacific (Fairtrade International 2015).

222 percent listed as others.

2 Investment in facilities and infrastructure (20%), human resources and administration (22%), and training and
capacity building of state and board members (2%) (Fairtrade International 2015:78).

24 Payments to farmers (24%), credit and finance services (6%), implementation of on-farm good practices (5%),
provision and agricultural tools and inputs (4%), farmer training in agricultural of business practices (3%), other
services for farmers or workers (3%), and education and health services (1%) (Fairtrade International 2015:78).

25 Social and economic services (3%), other community services (1%), healthcare (1%), environmental services (1%)
and education (1%) (Fairtrade International 2015:78).
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Table 2.3. Fairtrade International Coffee Certification, 2010-2014.

2010 2014
Fairtrade Coffee Producer Sales Income ? 3229 623.8
(USS$ 1,000,000)
Fairtrade Coffee Premium  (US$ 1,000,000) 23.3 65.7
Fairtrade Coffee Sales Volumes (MT) 103,200 150,800
Fairtrade Certifiable Coffee Production 330,200 549,400
Capacity (MT)
Total Fairtrade coffee Cultivation Area 717,500 1,105,600
(Hectares)
Number of Fairtrade Coffee Farmers 532,000 812,500
Number of Fairtrade Coffee Small Producer 329 445
Organizations
Percentage of Fairtrade Female Coffee 24% 20%
Farmers

2 Excludes the former Fairtrade International affiliate, Fair Trade USA.

® Euros converted to dollars using the US Federal Reserve average annual exchange rate (2010: US$1.33 = 1 Euro;
2014: USS$ 1.33 = 1 Euro).
Source: Compiled by the author using Fairtrade International (2011, 2015).

Latin America is an important geographic region for fair trade coffee cultivation. Table 2.4
shows the top seven Latin American Fairtrade International coffee producing countries. Globally,
80 percent of the Fairtrade international coffee is from Latin America®® and the Caribbean, with
most of the Fairtrade International coffee produced in Colombia, Brazil, Peru,?’” Nicaragua, Costa
Rica and Mexico (Fairtrade International 2015).

Table 2.4. Top 7 Latin American Countries: Fairtrade Coffee Producer Organizations and
Production Capacity, 2014.

Country Fairtrade Producer Fairtrade Coffee Production Capacity
Organizations (MT)
Peru 90 87,300
Colombia 65 162,700
Mexico 46 28,700
Nicaragua 29 32,500
Honduras 25 22,400
Brazil 25 87,600
Costa Rica 8 32,200

Source: Adapted by the Author from Fairtrade International (2015).

261n 2014, Latin America and the Caribbean had 330 out of 445 coffee producer organizations with Fairtrade coffee
certification (Fairtrade International 2015).
27 Peru is the leading Fairtrade organic coffee producer (Fairtrade International 2015).
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In North America, coffee is very important for the fair trade movement and often times
consumers assume that fair trade is about coffee despite the growing presence of other certified
products in the market (Hudson et al. 2013). In the United States, Fairtrade International product
sales generated over US$750 million and nearly US$ 5 million in Fairtrade Premium in 2014
(Fairtrade America 2015). However, this means Fairtrade products represent less than 5 percent of
the U.S. market (Fairtrade America 2016). The U.S. has more than 1,100 Fairtrade certified
products and 74 licensees (Fairtrade America 2015). Coffee?® is the largest Fairtrade product by
volume? in the United States (Fairtrade America 2016). In 2014, coffee’® occupied the third
Fairtrade retail value position with approximately US$70 million (Fairtrade America 2015).

2.7 Mainstreaming and Plantation Certification Challenges

Historically, fair trade certification was designed to support small-scale coffee producers,
where small mission driven ATOs worked with smallholders and niche retailers to promote
producers’ well-being and empowerment. In recent years, large corporations are seeking
differentiated markets to increase their market share. The entry of large enterprises into fair trade
increased the movement’s visibility and sales “to reach all consumers, not only the most radical
ones, by making products available everywhere and by using promotional messages that speak to
everyone” (Velly 2015:266), fueling fair trade certified sales (Raynolds and Murray 2007).

However, there is concern that as fair trade has grown, it has adopted a market
mainstreaming strategy to increase the scope and volume of fair trade certified products which
may be watering down a commitment to fair trade principles (Raynolds 2009; Reed 2009). Many

enterprises purchase a small fraction of their total volume at fair trade terms and although some of

28 Green coffee.

21n 2015, there was an increase in volume of green coffee by 207 percent in contrast to the previous year (Fairtrade
America 2016).

30Roasted coffee.
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them are increasing their commitment, they are doing this under their own set of rules (Bowen
2013). Mass-retail mainstreaming can be viewed as a strategy to promote greater income
redistribution to farmers as the fair trade niche market expands (Elliot 2012; Norman 2013). For
example, companies like Divine Chocolate and Tropical Wholefoods “have put the empowerment
of the growers at the heart of their business activities and have played a vital role in bringing new
products into the Fairtrade system” (Norman 2013:216). On the other hand, the entry of large
retailers is perceived as weakening fair trade standards and decreasing “the movement’s
transformative power” (Jaffee 2010:272). For instance, although companies like Starbucks,
Procter Gamble, Nestle and Costco contributed significantly to the increase of certified coffee
sales, they “do not support Fair Trade norms in the majority of their sourcing or business
arrangements” (Raynolds 2009:1087). The main concern is that without the commitment to
increase volume growth, large scale companies “can utilize the fair trade seal to burnish their
corporate images and mislead consumers about their overall business practices, without
meaningfully altering those practices” (Jaffee 2012:107). The varying commitments of large
enterprises to fair trade principles and their growing role in the movement overshadows or can
potentially undercut more mission-driven entities (Raynolds 2009).

Over the years, there has been significant dissension over the involvement of large
enterprises in the fair trade movement. Although large firms contributed significantly to the rapid
growth of fair trade sales, concerns about large enterprises’ ethical and business practices remained
in the forefront of the fair trade debate. The global growth of Fairtrade International sales is not
only attributed to the entry of large retailers but also to the certification of plantations. In Europe,

fair trade organizations®! began to certify tea estates in 1994 (Raynolds 2017). Originally, the

31 Transfair Germany, the UK Fairtrade Foundation and three other national programs (Raynolds 2017).
26



certification of estates was “intended as a minor supplement of small-farmer production in crops
such as tea and bananas”™ (Jaffee 2014:para. 2). However, over the years, fair trade expanded the
certification to other commodities, with many of them produced by large enterprises. The inclusion
of plantations is often justified to expand fair trade benefits to landless workers through worker
led projects, raise labor standards, and increase commodity volume beyond small producers’
capacity to meet demand (Raynolds 2017). On the other hand, small producers encounter greater
production and market challenges than plantations as they do not have the same: 1) economies of
scale, 2) access to capital to improve efficiency and quality control, and 3) transaction costs (Reed
2015:226).3? Large retailers often choose to work with plantations over cooperatives because of
their advantaged position, particularly in terms of constant volume delivery and consistent quality
(Shreck 2002). Yet small producer organizations argue that there is insufficient demand for
Fairtrade coffee to absorb the production of small farmers (Renard 2015).3* Small farmers, who
fear marginalization within the fair trade system due to the greater power and trade capacity of
plantations, ultimately advocate for the exclusion of estates from fair trade (Coscione 2014).
Historically, different fair trade stakeholders kept Fairtrade International from expanding
to plantations in significant agricultural products like coffee, cocoa and sugar. Fairtrade
International has certified hired labor enterprises to “increase certified volumes, expand the
product offer and extend benefits to hired workers” (Raynolds 2012b:284), but not in key
commodities where they encountered strong opposition from mission-driven fair trade
organizations, small producers and consumers (Raynolds 2017). Fairtrade International

certification in coffee, cocoa, sugar, honey, rice and cotton remains closed to large producers

32 See Reed (2015) for other arguments like anti-competitive practices.
331n 2014, 27 percent of the coffee production from small producer organizations were sold under the Fairtrade label
(Fairtrade International 2015).
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(Raynolds 2017:9). For Fairtrade International (2012b), the challenges to certify coffee plantations
are different than for tea, flowers or bananas because these crops have year-round operations with
a significant permanent workforce who often reside on or nearby the plantations, enabling direct
and continuous access to the Fairtrade Premium benefits and promotion of independent democratic
decision making. In addition, “opening the Fairtrade system to plantations with large coffee
volumes could also threaten small producer organizations that cannot operate on the same scale...”
(Fairtrade International 2012b:para. 2).
2.8 Conclusion

The fair trade certification emerged during the coffee trade regulation era,** that stabilized
coffee prices and supply to address trade asymmetry that disadvantaged producers (Jaffee 2012).
During that time, the political and economic national and international contexts were also changing
with the rise of the neoliberalist agenda, spread of globalization and internationalization of the
division of labor (McMichael 2008). As a private regulation system and alternative agrifood
initiative, fair trade principles over time became institutionalized through certification standards,
however they are “not free from manipulation, power struggles and opportunistic behaviour”
(Ponte 2004:8). Standards determine the inclusion and exclusion thresholds, supply chain value
added distribution, monitoring criteria and translation of values into certification requirements,
generating contestation rooted in power inequality along the supply chain. Although differences
in crop operations might pose distinct certification challenges, neither Fair Trade USA or Fairtrade

International®> have been successful in addressing the asymmetric power relations inherent in

34 International Coffee Agreement quota system.

35 It is important to note that unlike Fair Trade USA, Fairtrade International has made significant progress in
strengthening hired labor organization standards like requiring living wages payment and proactive support for
unionization (Raynolds 2017).
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estates.® It is important to note that while standards help coordinate supply chains, they are
“political spheres of action because they shut out some interests while serving others” (Ponte
2004:8).

In fair trade, disagreements are clearly visible with the adoption of mainstream strategies
like the entry of large enterprises into the movement, resulting in certification standard changes to
align with corporate interests (Reed 2009) and the certification of estates (Jaffee and Howard
2016). Historically, fair trade organizations emerged from a “mission-based approach,” but
recently “they face significant pressure to adopt conventional business practices” (Raynolds and
Greenfield 2015:26). Fair trade critics often refer to the mainstreaming approach as diluting,
weakening and coopting the fair trade standards and the movement (Jaffee 2010; Renard 2005).
Although this strategy may create challenges, it is important to note the significant commercial
growth of fair trade with this approach (Raynolds and Greenfield 2015).

In the United States, disagreements regarding how to translate the fair trade movement’s
principles into standards, often times diverging between mission and market driven strategies
(Raynolds 2009), has led to the emergence of a number of competing third-party certification
systems, “raising the potential for confusion and setting off competition among the seals to attract
licensees firms” (Jaffee and Howard 2016:814). Even more importantly as will be explored in the
next chapter, Fair Trade USA has resigned from Fairtrade International to certify plantations in
crops previously excluded from Fairtrade International. Fair Trade USA’s new strategy is the most
contested issue in the United States fair trade movement, with strong opposition from small
producers and mission-driven fair trade organizations. For Jaffee and Howard (2016:822), Fair

Trade USA certification of coffee estates “poses few barriers to conventional agribusiness

36 Some critics argue that the fair trade certification is not the best approach to address worker exploitation in
plantations.
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practices...” This dissertation seeks to inform ongoing debates, drawing on Nicaraguan and
Brazilian case studies to provide insights about the impact of the Fair Trade USA certification on

hired labor and contributions to understanding the distinct certification outcomes embedded in

specific national and local contexts.
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CHAPTER 3: FAIR TRADE USA AND THE CERTIFICATION OF COFFEE ESTATES

3.1 Introduction

Mainstreaming is at the heart of the debate for the United States fair trade movement
(Raynolds 2009). Fair Trade USA has long advocated for market-oriented strategies. This
tendency is historically observed during discussions about the expansion of factory certification in
the beginning of the 2000s, when Fair Trade USA actively supported it (Raynolds 2017). The
increased demand of fair trade certified products from supermarket chains and corporations
stimulated the growth of plantation certification. (Renard 2015). Over the years, Fair Trade USA's
vision to expand fair trade beyond niche markets led to partnerships with large enterprises, and
more recently, the certification of estates in commodities historically restricted to cooperatives. As
an independent entity, Fair Trade USA expanded the fair trade benefits to landless workers in
different commodity sectors and marketed it as an inclusive poverty alleviation approach (Fair
Trade USA 2011a). This chapter addresses the fair trade coffee plantation certification debate that
resulted in Fair Trade USA’s departure from Fairtrade International and the new Fair Trade USA
Agricultural Production Standard. This chapter also provides insights into the fair trade market in
the United States, a brief history of fair trade in North America and an overview of the Fair Trade
USA organization.
3.2 The Certification of Coffee Plantations

Fair Trade USA’s resignation from Fairtrade International resulted from disagreements
over the certification of plantations, particularly in coffee (Hudson et al. 2013; Linton and Rosty
2015; Raynolds 2012; Sherman 2012). Fair Trade USA’s endorsement of large enterprises was a

logical strategy to achieve the goal to double their fair trade impact by 2015 (Fair Trade USA
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2011b, 2013b). According to Rice (2012:para. 1), Fair Trade USA wanted to move towards a new
direction to significantly increase the effectiveness and reach of the Fair Trade model.”
Historically, Fair Trade USA has played an active role advocating for the certification of
plantations to increase fair trade sales beginning when it was still an affiliate of Fairtrade
International. For instance, Fair Trade USA “used its board position to push Fairtrade International
to pursue garment certification, initiating a yearlong consultation and standard setting process in
2006 (Raynolds 2017:10). With Fair Trade USA’s membership termination from Fairtrade
International, Fairtrade Canada temporarily oversaw Fairtrade International’s efforts until the
establishment of Fairtrade America in 2013 in Washington, D.C. (Fairtrade International 2012).
Fairtrade America was “developed by FTI [Fairtrade International] in reaction to Fair Trade USA’s
departure” (Jaffee and Howard 2016:814). Fairtrade America is the Fairtrade International
representative in the U.S. market, operating alongside the now independent Fair Trade USA and
other labels like Fair for Life and Small Producer Symbol.?’

After announcing the departure, Fair Trade USA launched the Fair Trade for All campaign
seeking to double U.S. sales by 2015 and expand fair trade benefits (Fair Trade USA 2011b). To
generate additional income and development funds for workers and producers, Fair Trade USA's
strategy encompassed: 1) investment in cooperatives to strengthen farming communities, 2)
expansion of the fair trade model to include hired labor organizations regardless of commodity
type or geographic region, and 3) engaging consumers through promotional campaigns and
partnership with retailers and NGOs (Fair Trade USA 2011b). In particular, Fair Trade USA

intended to expand the certification to farm workers and independent smallholders starting with

37 Label established by the Latin American and Caribbean Assembly of Organized Producers (CLAC).
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coffee, while “strengthening existing Fair Trade cooperatives — building business capacity,
improving quality and increasing competitiveness” (Fair Trade USA 2013a:para. 2).

The Fair Trade USA certification of plantations, especially in coffee is controversial,
receiving “a strong backlash in the fair-trade community, particularly among small farmers and
co-ops who contend that larger plantations will eventually put them out of business™® (Hill
2012:para. 2). Small producers are not only concerned about the implications of the coffee estate
certification, but how Fairtrade International responds in favor of small producers and strengthens
their market position®* (Coscione 2014:98). For instance, fair trade coffee cooperatives*’ in Brazil
raised significant concerns about Fair Trade USA’s decision to certify one of the largest coffee
producers and exporters in the country, questioning cooperatives’ ability to compete within the
fair trade niche market. In a letter to the president of Fair Trade USA, the Brazilian Fairtrade
Producer Organization Association stated that over the years, the sales of certified coffee promoted
local development, improved the life quality of producers and financially benefited communities
in the region and thus, to increase fair trade impact, Fair Trade USA should focus on expanding
the certification of family farmers not yet certified.*! Other fair trade organizations and producer
networks also manifested concerns with the new direction of Fair Trade USA. For instance,
although Equal Exchange helped to launch Fair Trade USA in 1998 (Raynolds 2012:281), the

organization expressed discontent with the certification of coffee plantations via multiple venues,

38 Critics of the Fair Trade USA’s new strategy: Fair World Project, United Students for Fair Trade, Alliance of Fair
Trade Producer Networks, Latin American and Caribbean Network of Small producers, Equal Exchange, producer
organizations and cooperatives, etc.

39 Coscione (2014:98) raised the following questions: “1) how will it help the small producers’ organizations so that
they do not lose their market and can continue to improve their position in it? 2) How will the Fairtrade International
coffee of small producers’ organizations be differentiated from the coffee under other certifications, from plantations
or unorganized producers’ coffee? 3) How will small producers’ empowerment will be achieved in this context? 4)
Are we completely sure that Fairtrade International will not take the same road as Fair Trade USA?”

400Out of about 20, only one Brazilian fair trade coffee cooperative showed support for the Fair Trade for All project
(see Fair Trade USA 2012a).

4! Unpublished letter from the Brazilian Fairtrade Producer Organization Association in 2012.
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emphasizing the importance to support smallholders as they are the backbone of the global food
supply and sustainable development (Equal Exchange n.d.). For Equal Exchange, fair trade is not
the appropriate venue to address labor concerns, they stated, “one of the big challenges facing
movement is to figure out whether fair trade certification is the best tool within the just economy
to address the concerns of workers on coffee estates” (Fair World Project n.d.:para. 8). The
producer networks and national labeling initiatives like Fairtrade Africa, Network of Asian
Producers, La Red Café and Coordinator of Fairtrade Small Producers in Latin America and the
Caribbean (CLAC) share similar concerns about the impact on small producers’ livelihoods, the
movement’s direction, and consumer trust in the label (Fair Trade Resource Network 2011). Equal
Exchange heavily criticized Fair Trade USA* for lowering standards, threatening the existence of
cooperatives (Bowen 2013). Equal Exchange also published an open letter to Keurig Green
Mountain to withdraw its support of the Fair Trade USA certification of coffee estates (Equal
Exchange 2012).

Despite these concerns, Fair Trade USA began to certify coffee estates and independent
smallholders in 2012 through the Coffee Innovation Pilot Program, aiming at expanding the
certification to other commodities such as cocoa and cotton. The pilot project certified 10 coffee
estates® in Brazil, Nicaragua, Colombia, Costa Rica, Honduras, Ethiopia and Peru** (Linton and
Rosty 2015),* representing 9,000 farmers and workers (Fair Trade USA 2013b). In 2013, Fair

Trade USA published the first-year results of the Coffee Innovation Program, demonstrating an

42 Besky (2015:1142) argued that the disagreement between Equal Exchange and Fair Trade USA is largely based “on
narratives about tea plantations.”

43 Recommended by Allegro Coffee, the first Fair Trade Certified coffee estate was Nossa Senhora de Fatima located
in Brazil, which is a 230 hectares family owned and 100 percent organic farm (Fair Trade USA 2013a; Hardie 2013;
Fair Trade USA 2012b).

4 Many coffee estates have one or more social and/or environmental certifications in addition to fair trade (Linton and
Rosty 2015).

45 See Linton and Rosty (2015:344) for the complete list of the coffee pilot estates.
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increase in: 1) the amount of Fair Trade Certified (Fair Trade USA certified) coffee imports
(18%),% 2) the number of cooperatives (23%) partnered with Fair Trade USA, and 3) the number
of fair trade organic coffee imports (50%) (Fair Trade USA 2013a). In the first year, Fair Trade
USA registered only 0.2 percent imports to the United States from Fair Trade Certified coffee pilot
estates (Fair Trade USA 2013a). Although this preliminary assessment indicated that cooperatives
were not significantly impacted by certification of estates, it raised questions about the long-term
sustainability of coffee estate certification in securing coffee buyers and expanding the market for
these estates.

Fair Trade USA’s stated intention is to broaden fair trade’s benefits of empowerment,
better working conditions and livelihoods to the landless workers, however many questions remain
regarding Fair Trade Certified’s impact on hired labor and certified cooperatives. It is still unclear
how the organization plans to address the challenges of seasonal workers and unequal power
relations of plantations. In addition, critics of Fair Trade USA’s business model raised concerns
about consumers’ confusion over whether the fair trade products are supporting coffee
cooperatives or plantations (Hill 2012; Jaffee and Howard 2016) because Fair Trade USA's label
does not differentiate between coffee produced by cooperatives or plantations. For instance, the
first Fair Trade Certified coffee from an estate was sold by Whole Foods Market under the Allegro
brand with the same label as coffee from cooperatives (Fair World Project n.d.).

Another challenge is the lack of fair trade coffee plantation buyers. “Despite purchasing
less than half as much total coffee as Starbucks” (Howard and Jaffee 2013:81), Keurig Green
Mountain has been the largest Fair Trade USA certified purchaser since 2010 (Fair Trade USA

2017a), and remains the sole Fair Trade Certified coffee plantation buyer.*’” Keurig Green

46 Includes new and existing farms.
47 At the time of this research.
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Mountain is a US$9 billion company and a historical Fair Trade USA partner*® (Fair Trade USA
2013b). Unlike Starbucks, Keurig Green Mountain began to purchase fair trade products to
communicate its social and environmental commitments to consumers, finding a strategic market
approach in fair trade to “diversify its products and to differentiate itself from other enterprises in
the sector” (Coscione 2014:86). The company originally purchased 3 percent of its total sales as
fair trade certified in 2010 (Coscione 2014), but over time this number has increased to 21 percent
(Keurig Green Mountain 2016). Keurig Green Mountain supported Fair Trade USA’s coffee pilot
program because of its approach “designed to innovate and seek ways to expand the fair trade
model to allow more farmers and workers to benefit, which is in line with our reasons for
embracing the fair trade movement over the year” (Keurig Green Mountain n.d.:para 2). However,
the company has purchased Fair Trade Certified coffee from estates without using the Fair Trade
USA label, arguing that they needed to learn more about this initiative’s impact on coffee workers
and small-scale farmers, “specifically how the benefits of fair trade will be applied through an
expanded model and how impact will be delivered, measured, monitored and evaluated” (Keurig
Green Mountain n.d.:para.3). Keurig Green Mountain has not purchased Fair Trade Certified
coffee from all coffee pilots nor has it purchased a significant amount.** The lack of additional
buyers and the limited Keurig Green Mountain purchases led coffee pilots like Fazenda Primavera
in Brazil to abandon the certification after a year in the program, without any Fair Trade Certified
coffee sales. It is still unclear whether the limited Keurig Green Mountain purchase was due to a

fear of negative publicity, or other factors like the low coffee quality®® of these estates. It is

48 Robert Stiller, founder of Keurig Green Mountain, is a member of the Fair Trade USA board of directors (Fair Trade
USA 2017a).

4 The average annual purchase has been limited to 2 containers in both research sites per year.

0 A similar challenge was experienced by Brazilian coffee cooperatives as a large portion of coffee beans from
cooperatives were of insufficient quality to sell in the fair trade market (Ruyffelaere 2014).
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important to note that both research sites indicated strict guidelines and high quality demand when
exporting Fair Trade Certified coffee to Keurig Green Mountain.
3.3 Brief History of Fair Trade in North America

In North America, the fair trade roots can be traced back to the work of Ten Thousand
Villages®! in the 40s and 50s, becoming the largest fair trade retailer in North America (Fair Trade
Federation n.d.). During the 1970s and 1980s, North American organizations began to articulate
and establish networks to support producers from the South, later known as the North American
Alternative Trade Organization (NAATO), which then incorporated into the Fair Trade Federation
in 1994 (Fair Trade Federation n.d.). In 1989, the World Fair Trade Organization’?> was created,
and together with NAATO, began to promote fair trade “principles of fair wage, gender equality,
long-term relationships, concern for the environment, democratic decision making, safe working
conditions, respect for culture and prohibition of child exploitation” (One World Fair Trade
2012:para. 6). In the same year, Equal Exchange was founded, importing coffee under the fair
trade model into the United States.

Under Fairtrade International, TransFair USA, now Fair Trade USA, emerged as a national
fair trade initiative in 1997 under the Institute for Agricultural and Trade Policy, becoming an
independent non-profit organization in 1999. It moved its headquarters to Oakland, California at
that time (Jaffee 2010; 2012) under the leadership of Paul Rice, who received seed money from
the Ford Foundation (Linton and Rosty 2015). The launch of TransFair USA was contentious and
slow, indicating “several ideological and tactical conflicts between various American ATOs”
(Bennett 2012:53). Divergence of how to increase the scope of the movement has been a historical

source of disagreements between different fair trade organizations. Differences of opinion

3! Formerly Self Help Crafts.
32 Formerly the International Fair Trade Association (IFAT).
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prevented national labeling initiatives “from committing to a more formalized coordination
arrangement” (Auld 2014:143; Jaffee 2012). Some of the dissent centered around: 1) whether to
expand fair trade beyond smallholders, 2) certification of different products, 3) mainstreaming vs.
mission-based approaches, 4) label finance, and 5) degree of activity coordination (Bennett
2012:53). Despite significant disagreements with other affiliated entities, Fair Trade USA joined
the umbrella organization, Fairtrade Labelling Organizations, as a Fairtrade affiliate in 1997.
Historically, Fair Trade USA has taken a different fair trade approach in contrast to its
counterparts by distancing itself from the traditional fair trade initiatives and niche markets. Once
part of Fairtrade International, Fair Trade USA “quickly adopted a concerted ‘mainstreaming’
strategy to increase the volume of fair trade sales through conventional retail venues and under
existing commercial brands, as opposed to the alternative trade groups that had dominated fair
trade thus far” (Jaffee 2012:103). Fair Trade USA pursued a different path from the start, signing
agreements with large transnational enterprises™ like Starbucks and Dole (Crowell and Reed 2009;
Jaffee 2014), favoring “the individualized consumer choice model enshrined in its logo ‘every
purchase matters” (Raynolds 2012:282). In the United States, the rapid increase of fair trade sales
is particularly attributed to large enterprises, who are at the forefront to expand fair trade beyond
traditional niche markets (Linton and Rosty 2015:335). The role of these large corporations is often
viewed as a source of influence in Fair Trade USA’s mainstream decisions and weakening of
certification standards. Fridell (2014:116) argues that Starbucks has influenced the fair trade
standards from within. While only purchasing a small fraction of Fair Trade Certified coffee,
Starbucks became the largest single seller in North America with significant influence over Fair

Trade USA’s decisions. Potential manipulation and cooption of fair trade standards by large

>3 Fair Trade USA’s largest licenses are Starbucks, Green Mountain Coffee; J.M. Smuckers; Dunkin’ Donuts (Jaffee
2014:309).
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enterprises (see Jaffee 2010; 2014) led many fair trade organizations to forego the certification
(Raynolds and Murray 2007). More recently, Fair Trade USA’s mainstreaming approach led firms
like Ben & Jerry’s, Divine Chocolate, Green & Black’s and Wholesome Sweeteners to switch to
Fairtrade America (Jaffee and Howard 2016). In general, large enterprises played a significant role
in pressuring to expand fair trade certification to large plantations, particularly in coffee.
3.4 The Fair Trade USA Market

The United States has the second largest fair trade certified market (Raynolds 2012). Fair
Trade USA product sales reached nearly US$6 billion (Rice 2017) and generated US$44 million
in Premium (Fair Trade USA 2016). Fair Trade USA reported a 9 percent increase in the volume
of Fair Trade Certified coffee in 2015, generating over US$32.7 million in Community
Development Premium (Fair Trade USA 2015a). Fair Trade USA certified product imports
increased in coffee, produce, coconut, sugar, apparel and home goods and in the fishery sectors®
in 2015 (Fair Trade USA 2015a). Fair Trade USA works with more than 1,000 companies ranging
from small to large transnational corporations and over 500 producer organizations (Fair Trade
USA 2016). In terms of label recognition and trust in the United States, 59 percent of the
interviewed consumers recognized the Fair Trade USA label compared to 88 percent of the
FAIRTRADE Mark, indicating greater trust in the latter brand (GlobeScan 2015). Fair Trade
USA’s brand recognition will likely continue to increase with their continued communication and
promotion efforts (Fair Trade USA 2015a).

Coffee still remains the leading Fair Trade USA product. As the Fairtrade International’s
national labeling initiative until 2011, Fair Trade USA (2011) reported that coffee represented

about 63 percent of all the Fair Trade Certified import products in the United States, generating

349 percent, 30 percent, 238 percent, 275 percent, 389 percent and 900 percent, respectively.

45



nearly US$17 million in Premium paid to coffee producer organizations in 2011 alone. Table 3.1

illustrates the growth of major Fair Trade USA products in the United States.

Table 3.1. Major Fair Trade USA Products in the United States (Pounds or Units), 1998-2016.

Year Coffee Tea Cocoa Produce Sugar Flowers
1998 76,059

1999 2,052,242

2000 4,249,534

2001 6,669,308 65,261

2002 9,747,571 86,706 14,050

2003 19,239,017 95,669 178,888

2004 32,974,400 180,310 727,576 8,814,171

2005 44,585,323 490,645 1,036,696 7,384,202 271,680

2006 64,774,431 517,386 1,814,391 6,176,907 3,581,563

2007 66,339,389 1,008,798 1,951,400 8,030,482 8,657,427 650,832
2008 87,772,966 1,142,611 3,847,759 25,492,767 8,696,172 9,835,028
2009 108,373,041 1,183,141 2,629,411 50,272,722 11,307,547 9,539,859
2010 105,251,476 1,483,666 4,392,674 51,055,320 18,146,124 10,489,991
2011 145,406,320 1,759,954 11,255,319 71,515,439 23,703,384 10,892,094
2012 169,592,542 1,474,805 6,029,942 114,205,154 18,043,079 8,858,738
2013 155,811,905 1,922,036 23,469,130 155,127,984 10,500,085 10,633,330
2014 172,873,183 2,243,356 33,247,700 194,738,243 10,168,270 11,680,185
2015 163,783,617 2,347,699 29,272,806 256,183,083 45,072,408 13,247,454
2016 141,744,192 3,028,294 35,894,601 253,197,201 58,272,939 14,309,014
Total 1,501,316,516 19,030,338 155,762,343 1,202,193,675 216,420,678 100,136,525

Source: Fair Trade USA (2016).

In 2016, “farmers earned more than US$28 million in Community Development Funds and

saw a US$40.7 million total financial benefit” (Fair Trade USA 2016:24), however coffee imports

volume decreased 13 percent in comparison to 2015 because of coffee leaf rust (Fair Trade USA

2016). The Fair Trade USA certified coffee producer organizations utilized the community

development funds to improve quality and productivity (62%), and social or community programs

and farmer price support (38%) (Fair Trade USA 2015a). Most of the Fair Trade USA coffee is

produced in Latin America. Table 3.2 lists Fair Trade USA coffee producing countries in 2016.

Over 60 percent of the Fair Trade Certified coffee volume exported to the United States is from
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Peru, Colombia, Mexico and Honduras (Fair Trade USA 2016); Brazil accounts for seven percent
of the total Fair Trade Certified coffee exports in the country.

Table 3.2. Fair Trade USA Coffee Producing Countries, 2016.

Country Pounds Percentage
Peru 32,831,408 23
Colombia 22,765,947 16
Mexico 18,913,440 13
Honduras 13,529,863 10
Indonesia 13,369,610 9
Brazil 9,210,960 7
Guatemala 8,559,946 6
Nicaragua 7,419,805 5
Costa Rica 2,703,351 2
Other Latin American 1,446,120 1
Origins

Ethiopia 5,774,306 4
Other African Origins 1,618,548 1
Other Asian Origins 2,312,188 2
Blended Origins 1,288,700 1
Total 141,744,193 100

Source: Fair Trade USA (2016).
3.5 Fair Trade USA

Fair Trade USA is a non-profit organization and lead certifier of fair trade products in the
United States (Fair Trade USA 2017c), seeking ‘“sustainable development and community
empowerment by cultivating a more equitable global trade model that benefits farmers, workers,
fishermen, consumers, industry and the earth,” through the certification and promotion of fair trade
products (Fair Trade USA 2017d:para. 1). The company is governed by an elected Board of
Directors with 75 percent of its revenue® derived from income from the Fair Trade Certified label
usage (Fair Trade USA 2017b). Fair Trade USA expresses values of empowerment, integrity,
sustainability, innovation, excellence, personal development, community, fairness and impact.

However, unlike traditional mission-based fair trade organizations, Fair Trade USA aims at

33 The remaining 25 percent of revenue consists of contributions from individuals, foundations and corporations (Fair
Trade USA 2017b).
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incorporating large enterprises into the movement to increase retail product availability,
profitability and competitiveness while still advocating for social and environmental protection
(Fair Trade USA 2017b). Fair Trade USA’s mission is to empower “farmers and workers to fight
poverty in ways that improve lives and protect the environment. Rather than creating dependency
on aid, it harnesses the power of markets to help producers, businesses, and consumers alike to
invest in a better future” (Fair Trade USA 2017¢:4). Fairtrade USA seeks to achieve its mission
through “business training, environmental knowledge, and capital investment necessary to create
high-quality products that can compete in global markets, and by certifying and promoting Fair
Trade products” (Fair Trade USA 2015b:3).

In 2015, Fair Trade USA developed its Theory of Change, following the lead of Fairtrade
International,>® identifying proposed outcomes for farmers/workers, businesses and consumers.
The Theory of Change is part of Fair Trade USA’s Impact Management System designed to define,
evaluate and communicate the impact of Fair Trade USA’s initiatives and business model (Fair
Trade USA 2015b).>” Fair Trade USA’s (2015b:4) stated desired outcomes include: 1) promotion
of sustainable livelihoods for farmers/workers, including market access and good working
conditions through skills development and resource availability to foster sustainable organizations
and community development, 2) businesses contribute to producers’ sustainable livelihoods
through environmental and social sourcing verified by an independent third party certifier, creating
shared value among the supply chain which in turn employees, consumers and stakeholders will
recognize the ethical business practices, and 3) consumers preference to purchase sustainable

products available in the right place, brands, quality and price, contributing to sustainable

>¢ Fairtrade International developed its Theory of Change in 2013 to link the Fairtrade standards to desired outcomes
of empowerment, sustainable livelihoods and more equitable trade (Fairtrade International 2014).

37 The Impact Management System also includes the indicators, processes and technologies for progress monitoring
and reporting (Fair Trade USA 2015b).
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livelihoods. To realize these outcomes, Fair Trade USA (2015b:4) focuses on: 1) developing and
implementing fair trade standards, 2) certifying producers and supply chain partners, 3) fostering
producer competitiveness, 4) engaging businesses and consumers to bolster demand, and 5)
defining, measuring and communicating impact. To promote sustainable livelihoods for workers
and farmers, Fair Trade USA (2015b) certifies producer organizations against its fair trade

standards and the investment of the price Premium as illustrated in Figure 3.1.

STANDARDS PREMIUM IMPACT
Producers are certified against Fair Trade Producers receive
Fair Trade standards. a premium on products sold.

Farmers & Workers vote

democratically on how to invest

the premium based on their
Some of the concepts that are community's needs.

required and encouraged include: Example Premium Projects include:

« Elections & democratic decision-making

* Freedom of Association & Collective
Bargamm% i

+ Capacity Building (Trainings) _

* Clear employment contracts & conditions*

* Ethical recruitment of workers*

+ Dialogue between workers & management*®

Women'’s training
& leadership programs

Training & investment - Empowerment .—
in financial literacy
& income diversification -

B

* No forced labor, discrimination or abuse

* Protection for young workers

- Use of Personal Protective Equment

« Safe worker housing conditions

* Access to potable water

- Access to education & childcare”

« Access to healthcare, first aid & emergency
services” -

- Reasonable working hours & breaks*

Building schools & funding -—

scholarships for students Sustainable

Investment in "] Livelihoods
medical & dental care - [

O|®

Investment in infrastructure -

« Fair Trade Minimum Price to improve production

- Trade, contract & pre-finance requirements output & product quality Income
* Increased market access ; Ststainability
- Soil fertility & soil health practices Development of iy

low-interest credit

* Progress towards a living wage
9 gwag & savings programs -

Training & technical .
support to help farmers
convert to organic Environmental
production Stewardship °
Development of
reforestation programs -

« Prohibition of the worst chemicals

* Protection for biodiversity & waterways
- Integrated Pest Management

- Efficient pesticide use

» Waste management

- Soil health management

A R3

* In these areas there are additional requirements for larger scale producers because they tend to have more workers and often have more
resources to implement the standard.

Figure 3.1: Fair Trade USA Impact Framework.
Source: Fair Trade USA (2015b).

To become Fair Trade Certified, farmers and estates must comply with Fair Trade USA’s
social and environmental standards that are verified by an independent third party auditor from
Scientific Certification Systems (SCS). In 2011, Fair Trade USA and SCS announced a partnership

with the goal to offer cost-effective certification services to a wide range of producer groups (Fair
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Trade USA 2011c¢). Audits are conducted annually to maintain the Fair Trade USA Agricultural
Production Standard with a validation of three years. The Agricultural Production Standard
constitutes six modules with critical and progressive compliance requirements, and best practices.
The critical compliance criteria indicate that a requirement must be met by a specified timeframe
and the progressive compliance criteria specify ongoing improvements that must be met by the
sixth year of the certification (Fair Trade USA 2017¢). The modules are: 1) empowerment, 2)
fundamental rights at work, 3) wage and work conditions, 4) biodiversity, ecosystem function, and
sustainable production, 5) transparency and traceability, and 6) internal management system (Fair
Trade USA 2017¢). Any fair trade product sold with the logo must be produced, finished or traded
under the Fair Trade Certified standards (Fair Trade USA 2017f). To apply for the certification,
producers send an application to Fair Trade USA who reviews and submits it to the Conformity
Assessment Body for initial on-site evaluation carried out by an independent auditor. The audit
report includes any non-compliance against the standards that must be addressed by the Corrective
Action Plan developed by the applicant. Based on the audit report and the Corrective Action Plan,
the Conformity Assessment Body decides whether to issue the certification and if awarded, the
applicant must commit to annual audits for on-going compliance (Fair Trade USA 2017g). Fair
Trade USA accepts FLO-CERT certification for producers registered with Fairtrade International
who wishes to sell certified products in the US market.®

Fair Trade Certified producers can sell their labeled products to buyers who agree to pay
the required community development Premium. The Fair Trade Premium is “an extra sum paid by

market partners directly to farmers and workers to support community development projects” (Fair

>8 Fairtrade International does not accept Fair Trade USA certification for sales under the FAIRTRADE Mark in other
markets because Fairtrade International is unsure about the direction of Fair Trade USA in terms of standards and
certification process (Fairtrade International 2012).
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Trade USA 2017f:3). The Premium amount varies by product, set by unit (e.g. US$.20 per pound
in coffee), and the funds are managed by a democratically-elected committee, who invest it on
General Assembly approved projects. Licensees must pay a minimum price for the Fair Trade
Certified commodities, pre-determined Premium on every Fair Trade Certified purchase, report
transactions to Fair Trade USA, and participate in the audit and supply chain verification (Fair
Trade USA 2013c). Fair Trade USA does not have commodity specific standards but rather
commodity sector and producer structure standards with entry and progress requirements. Fair
Trade USA operates across the entire supply chain, including certifying producers and licensing
entities, monitors Fair Trade Premium and Minimum Price, and promotes ethical consumption
(Fair Trade USA 2017c).
3.6 Fair Trade USA Plantation Certification and Standards

Fair Trade USA based its general certification procedures and Premium program on the
protocols established by Fairtrade International while it was a national affiliate, but once it was
independent Fair Trade USA established new certification standards for estates and independent
smallholders. These new standards were based on a review of other certification compliance
criteria, including Fairtrade International, Rainforest Alliance’s Group Certification, SA 8000,
Utz, Certified’s Multiple-Site standard and IMO Fair for Life (Fair Trade USA 2011d; Fair Trade
USA 2014). Fair Trade USA’s first Farm Worker Standard®® version was released for public
consultation at the end of 2011 and updated in 2013. In 2010, Fair Trade USA began to review the
feasibility to certify estates and in the following year published the Draft Farm Workers Standard
Version 1.0 after consulting with exports and reviewing other standards (Fair Trade USA 2014:3).

The Farm Workers Standard: Version 1.1 included basic requirements for the certification

39 This dissertation research is based on the Farm Workers Standard available at that time.

51



acquisition and progress criteria verified through third party audit in set time intervals, covering
social empowerment, economic development and environmental responsibility dimensions. This
standard was first implemented in the Coffee Innovation Pilot program and then with produce to
“test the relevancy and applicability of the standard in a variety of national settings, and within
different agricultural commodity sectors and supply chains” (Fair Trade USA 2014:4). Fair Trade
USA standards adhere to national law and international standards,’® and some ILO conventions
including freedom of association and protection of the right to organize, and collective bargaining,
equal remuneration, maternity protection, abolition of forced labor, plantations convention,
discrimination, minimum age, occupational health and safety convention, termination of
employment convention, indigenous and tribal peoples and worst forms of child labor (Fair Trade
USA 2014:4).

In 2014, Fair Trade USA began another extensive standard review in the agricultural sector,
replacing the 2011 Farm Worker Standard with the Agricultural Production Standard (APS) in
2017. The Fair Trade Certified producers have a one year transition period to comply with the new
standard. The APS has four impact areas: 1) income sustainability, 2) community and individual
well-being, 3) empowerment and 4) environmental stewardship®! (Fair Trade USA 2017¢).
Developed after extensive®® stakeholders’ feedback,®® Fair Trade USA summarized the main
Agricultural Production Standard changes as involving: 1) clearer compliance criteria and
integrated guidance that are more outcome based than from a method prescriptive, 2) new standard

structure and format organized into six thematic modules covering production, farm and facility

% Whichever is the highest.

8 The Farm Workers Standard focused on empowerment, economic development, social responsibility and
environmental stewardship (Fair Trade USA 2012c).

62 Fair Trade USA received feedback from more than 100 companies and organizations, direct input from farmers and
workers through workshop and field tests, and 700 individual comments online (Fair Trade USA 2017k).

%3 Such as consumers, producer groups, corporations and fair trade organizations.
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management, and group administration with critical, progress and best practice compliance
criterion, 3) more flexibility and improvement in pathways where producers can prioritize progress
compliance criteria that are most beneficial on a designated timeframe with all requirements met
within 6 years, 4) greater Fair Trade Premium inclusion and scope clarification of who must be
considered as Premium participants or optionally considered at the discretion of the Fair Trade
Certified entity, 5) improvement in the Premium spending and management, clarifying timelines
and requirements related to the Fair Trade Committee formation, Needs Assessment and Premium
Spending safeguard and rules, 6) stronger standards for migrant workers covering recruitment and
labor contractor usage, 7) solidification of workers’ protections on mid-sized farms and facilities,
8) strengthened internal management system and group management where Certified Holders®
have a greater role in compliance verification and internal inspection conduction, 9) greater farm
and business management support for small producers, and 10) the new standard replaced the
different producer type standards®® with one core standard, varying compliance expectations based
on farm operation and workforce size, and composition (Fair Trade USA 2017h). Fair Trade USA
moved from a certification system based on producer type towards a sectorial standard, because
as it argues, the previous approach “did not work well for producer groups with unique or complex
structures, nor did it highlight the fact that the core elements of Fair Trade remain the same across
all of the producers, workers and farms that Fair Trade USA works with” (Fair Trade USA
2017i:4).

My analysis of recent changes in Fair Trade USA’s standards finds that in some areas, the APS

appears be more robust than prior FWS standards, particularly in the Premium distribution, and

4 Equivalent to Market Access Partner in the previous standard.
%5 Small producer organizations, estates and independent smallholder standards.

53



working conditions and environmental protection. Table 3.3 highlights the improvements in APS

in contrast to the FWS.
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Table 3.3. Strengthened requirements in Agricultural Production Standard in Comparison to Farm Workers Standard.

Agricultural Production Standard (APS)

Farm Workers Standard (FWS)

Training about the purpose and
function of the Fair Trade
Committee (FTC), Needs
Assessment and Premium plan
Premium Distribution

Needs Assessment and Premium
Plan

Social Engagement Team (SET)

Prison Labor and Human
Trafficking
School leaving age

Sexual harassment training

Pregnancy test or Mandatory birth
control

Medical services

Work environment

Living wage

Vulnerable workers

Migrant workers

Potable water access

Grievances

Training to all Premium participants

Equity in the Premium distribution

Needs assessment updates (every 3 years) and at least one
Premium project must be accessible to all individuals in the
scope of the Needs Assessment (Year 6)

Creation of the SET to facilitate grievance, suggestion and
communication between workers and management
Inclusion of these terms in the forced labor definition

Clarification about the school leaving age

Mandatory sexual harassment training for workers and
management
Prohibited

Access to medical services and first aid

Cool water and shade provided in hot workplaces
Knowledge and plan towards reaching living wage

Risk awareness and vulnerable workers are not required to
perform risky tasks;

Estates must offer an alternative job for vulnerable workers®

Employer pays for all recruitment and hiring fees;

Employer pays for visas, any necessary skills/medical exams,
and around trip transportation®

Potable water access at all times in workplaces and employer-
provided housing

Employers must have a grievance policy and keep record of
grievances; Employers must communicate FTUSA
allegations policy to workers

55

Only FTC trained and restricted to
the functioning of the FTC

Only required transparency in the
Premium distribution
N/A

N/A
N/A

N/A

Only sexual harassment policy
awareness
N/A

Only access to first aid

N/A

N/A®

Only risk awareness and vulnerable
workers are not required to perform
risky tasks.

Only required employer to pay for
transport and recruitment/hiring fees®

Potable water provided in workplaces
only

Employer must have a grievance
policy



Environment protection No deforestation at Year 0; Explicit record keeping of No deforestation at Year 1
pesticide usage; More detailed safe practice guidelines for Prohibition on disposing hazardous
pesticide application; Prohibition of direct wastewater waste away from water sources
discharge and any wasted disposal away from water sources

Internal Inspections Record keeping of internal inspections and corrective actions ~ N/A
taken;

Information sharing about the FT audits results with FTC and
SET

*Only for mid and large-size farms.

550 percent by year 3 and 100 percent by year 6.

¢ The compliance requirement is Year 1 for APS and Year 0 for FWS.

4 The APS expanded the definition from hazardous to any waste that can possibly contaminate water sources.

¢The FWS required worker representatives and management to discuss wage and productivity improvement, and “generate ideas for moving towards ‘living wages’
over time” (Fair Trade USA 2014). However, the standard did not require knowledge and plan towards reaching living wage.

Source: Compiled by the author from Fair Trade USA (2017)).
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It is important to note that for some standards, the APS requires different standard
implementation timeframes than FWS. For example, although the APS compliance timespan is
less for environmental protection standards, it provides more time for employers to comply with
some labor certification standards. The APS requires no deforestation at Year 0 instead of Year 1,
whereas employers must pay for migrant workers’ transportation and recruitment fees at Year 1
instead of Year O (see Fair Trade USA 2017j). Regardless of standard compliance timeframe,
employers receive higher coffee prices with the certification. However, greater conformity
timespans enable employers to better adjust farm operations for standard compliance at the
expense of delaying the fair trade labor benefits to workers.

In many areas the APS strengthened the FWS, however, in some aspects the new standard’s
flexibility potentially calls into question the protection of worker’s rights and advancement. For
example, in mid and small-size farms,% the APS does not require workers to be paid for General
Assemblies attendance unless the meetings are held during working hours. “Workers who are
among the Premium Participants are not required to be compensated for the time they spend in the
General Assembly meeting.®” However, if workers are not compensated then these meetings must
be held outside working hours” (Fair Trade USA 2017e:104). On the other hand, the Premium can
“be used to compensate elected members of the FTC (not the non-voting observer) for their time,
travel expenses and meals” in mid and small-size farms (Fair Trade USA 2017e:104). While the
previous Independent Smallholder Standard and Small Producer Organization Standard did not
have workers requirements for fair trade meeting attendance, the APS does not mandate worker

payment. It is only in large sites that workers must be compensated for their time attending the

% The APS defines small farm as facilities with 5 or less permanent workers and no more than 25 total workers and a
mid-site farm as 6-25 permanent workers and no more than 100 workers on-site at the management unit at any time.
(Fair Trade USA 2017e:10).

7 For General Assembly, the Fair Trade Premium cannot be used for wage payment (Fair Trade USA 2017¢).
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Fair Trade Committee and General Assembly meetings regardless of when they are held. In
comparison to the FWS, this requirement has not changed.®® In addition, APS enables farm owners
to utilize 20 percent of the Premium for on-site investments®® on estate property if primarily
benefiting workers and at least matched by employers (Fair Trade USA 2017¢). To some extent,
this requirement shifts the sole responsibility of employers to improve estate facilities to benefit
workers. Fair Trade USA does not require worker representation via unionization or worker
associations. The APS requires that farms without democratically elected unions or worker
organizations establish a Social Engagement Team comprised of worker representatives elected
by workers who are charged with establishing regular meetings as a team and with management
to “ensure awareness and effectiveness of grievance procedures, suggestions systems, and other
tools in order to facilitate transparency and communication between workers and management”
(Fair Trade USA 2017¢:68). Yet, it is not clear whether or how effective these teams are in
addressing labor issues like wages and working conditions. Previously, worker-management
communication about these topics were often times addressed in Fair Trade Committee meetings
as later discussed in this dissertation. The Social Engagement Team is a step forward in providing
an arena for labor grievances discussion, issues and suggestions. Yet, while this initiative reflects
Fair Trade USA’s support for greater worker-management dialogue, it also solidifies the
organization’s lack of support for direct worker representation. As my fieldwork data shows, farm
managers are reluctant to allow the establishment of worker organizations or unions, and the Social
Engagement Team can be viewed as a compromise between management interests and Fair Trade

USA principles.

%81t only clarified that compensation encompasses wages and bonuses (Fair Trade USA 2017j).

89 “There is a contract between the FTC and the Certificate Holder/owner that requires the Certificate Holder/owner
to return the amount invested (adjusted for depreciation or appreciation of the asset) to the FTC in the event of a sale
of the facility or decertification...” (Fair Trade USA 2017¢:107).
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In terms of Premium spending, Fair Trade USA now permits the spending of up to 50
percent of the total as cash payments to workers, which were prohibited in the previous standards.
Although cash payout can only be made “in an effective way to address particular needs identified
in the Needs Assessment” (Fair Trade USA 2017e:6), it can work as an income subsidy. Fair Trade
USA does not require living wage payments, although its new standards suggest that progress
should be made towards achieving living wages.”® Under previous certification rules, Fair Trade
USA only required worker representatives and management to generate ideas regarding how to
move to living wages over time. Lastly, the APS specified the numbe