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ABSTRACT 
 

Extreme poverty remains a persistent problem across the globe.  Academics, 

practitioners, politicians and activists have sought ways to address this persistent 

problem.  Traditional approaches to dealing with endemic poverty have centered around 

international aid and trade.  The band aid approach of using aid alone to alleviate poverty 

has, at best, been ineffectual.  International trade has also often been used as a means to 

increase the economic standing of an impoverished country.  Trade has the potential to 

increase a country’s economic position (e.g., gross domestic product) however it does not 

necessarily reduce poverty.  It has become apparent that more effect means of reducing 

poverty are needed.  In recent years, several bottom-up alternative approaches have 

emerged.  Fair Trade is one such approach that seeks to balance the inequalities of 

traditional trade and provide a market where those on the bottom can participate more 

fully and fairly in economic enterprise.    

This study investigates the state of the alternative form of trade known as Fair 

Trade.  Specifically, this study examines the development, functioning, and sustainability 

of the North American Fair Trade market.  Realistically speaking, Fair Trade, which 

accounts for only a very small percentage of global trade, currently does not appear to be 

a replacement for traditional free trade. However, this study investigates if the Fair Trade 

market has the potential to become an important component of general efforts (e.g., by 

the United Nations and World Bank) to raise the living standards of the world's poor and 

function as an alternative market to the traditional free trade market.  Two key areas of 

the market were examined in this study to ascertain the sustainability of the Fair Trade 

market.  
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Specifically, the financial sustainability of the Fair Trade market was assessed. 

Quantitative data on sales and growth of Fair Trade goods over the past several decades 

was compiled to illustrate the relative significance and the future prospects of this 

market's financial status. These data were supplemented with an analysis of the financial 

records of available years of operation from a sample of Fair Trade businesses.  

Also, the organizational structure of the Fair Trade market was examined to 

ascertain the operational sustainability of the market. Organizational data were compiled 

to identify the business choices made by Fair Trade businesses. 

In order to investigate these issues, the financial and organizational data of several 

Fair Trade organizations in North America were evaluated. A sample of Fair Trade 

businesses were surveyed and owner/operators were interviewed to determine the 

efficacy of the Fair Trade model.  These data were compared to similar traditional 

market, especially other  “new” markets such as the organics, collectibles, and eBay 

markets. 

Results suggest that financially the North American Fair Trade market is growing 

at or above the pace of comparable non-Fair Trade businesses.  Further, this study finds a 

largely self-sustaining organizational structure of the North American Fair Trade market.   
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CHAPTER I 
 

INTRODUCTION TO THE STUDY 

Introduction 

Trade is an essential part of society (Marx, 1977; Stiglitz, 2006; Wallerstein, 

1981). In its most simplistic form, trade involves the exchange of goods and services, yet 

trade can be thought of as so much more than a mere exchange of goods and services. 

Trade helps to shape the conditions in which people live. The trading of goods and 

services around the world has resulted in a variety of outcomes from growth and 

prosperity to detriment and displacement. Economists and social scientists agree that 

trade has a significant impact on economic conditions (Bhagwati, 1967; Cardoso & 

Falletto, 1979; Friedman, 1962; Stiglitz & Charlton, 2005; Wallerstein, 1981). Stiglitz 

and Charlton argue that “trade can be a positive force for development” of a country 

(2005, p 1).  

The origins of modern trade can be traced back to the shift from an agrarian-based 

economy under feudalism to one of industrial trade (Wallerstein, 1981). Karl Marx in 

Das Kapital (1867) examined nineteenth century industrialization and trade in England. 

Marx argued that the capitalistic model of production is inherently predicated on 

inequalities between the capitalist owners of production and the masses of workers. 

Capitalists exploit workers by paying wages lower than the market value of their labor 

and thus profit heavily from this uneven relationship.   

World-system theorists embrace some of these Marxist principles. World Systems 

theory, pioneered by the work of Immanuel Wallerstein (1974), also argued that the 

decline of feudalism has given way to the rise of industrial capitalism and the modern 
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world system (Arrighi & Silver, 1999; Chase-Dunn & Hall, 1993; Wallerstein, 1981). 

They assert that it is essential to understand the influence of capitalism in order to 

understand the rise of the modern world. According to the World Systems perspective, 

capitalism is inherently exploitative and prone to produce conflict (Wallerstein, 1974). 

World-system theory argues that conflict and exploitation are indeed characteristic of the 

history of the modern state (Chase-Dunn, 1998; Wallerstein, 1974).  

Another fundamental position of world-systems theory is that since the advent of 

the modern world (roughly around the sixteenth century), societies worldwide have 

become “linked into one integrated unit: the modern ‘world-system’” (Chase-Dunn & 

Grimes, 1995, p.388). This theory emphasizes that states cannot function in isolation 

from other states. That is to say, there is a governing system that influences states 

worldwide.   

States must exchange with one another in order to thrive and survive in the global 

economy (Shannon, 1989). World-systems theorists characterize the exchange 

relationship between countries hierarchically. Based on their relationship to capitalism 

(specifically the modes of production), Wallerstein places countries in “three zones of the 

world-economy…the semiperiphery, the core, and the periphery” (1974, p.63). Based on 

their relationship to capitalism, countries fit into one of these designations. The core 

consists of countries that control and own capital. Countries in the periphery are those 

states that are less developed and own little of their own capital. Their relationship 

revolves around the core exploiting the periphery and the periphery locked into 

dependency to the core. Layered between the core and the periphery is the semiperiphery. 

Semiperiphery countries have aspects of both core and periphery countries. 
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Semiperiphery countries, knowingly or unknowingly, function to maintain the core and 

periphery hierarchy, as they aspire to become core countries and exploit periphery 

countries (Wallerstein, 1974).  

Further, according to a world systems perspective, this division between core and 

periphery countries is pivotal in shaping many of the economic inequalities evident in the 

world today. Although periphery countries may be rich with resources, such as those in 

Sub-Saharan Africa, they lack the leverage to control the nature of the trading 

relationship and the size of their returns1. 

Indeed, the recent phenomenon of globalization2 has brought to the forefront the 

importance of a country’s position in the world system (e.g., on the periphery or at the 

                                                
1 Another important aspect of the world-system is its cyclical nature.  World-

system theorists perceive the present frenzy of discussion about globalization as simply a 
fluctuation in the world-system (Wallerstein 1974, Chase-Dunn 1998). The present 
phenomenon of globalization is considered to be part of a cycle that the world-system is 
currently experiencing. For example, global investment in 1910, right before World War 
I, was almost as high as global investment in 1990 (Chase-Dunn, 1998). Chase-Dunn 
argues that  “[s]tates have always been subjected to larger geo-political and economic 
forces in the world-system…some have been more successful at exploiting opportunities 
and protecting themselves from liabilities than others” (1998, p. ix). In other words, 
world-system theorists do not see the world as changing very much over the past five 
hundred years as much as they perceive it revolving around the ups and downs of the 
fluctuations in capitalist markets. Overall, according to the world-systems perspective the 
state is weak because the capitalistic system is at the core of shaping the domestic and 
international societal relations.   
For a detailed discussion of the developmental cycles and long-term trends of the world-
system, see Chase-Dunn and Grimes’ “World-Systems Analysis” (1995). 

2 Among scholars, there is much disagreement as to how to define globalization.  
Mauro Guillen (2001) presents a meaning of globalization that takes into consideration 
many of the definitions that have been proposed in recent scholarly literature.  Guillen 
defines: 

globalization as a process leading to greater interdependence and mutual 
awareness (reflexivity) among economic, political, and social units in the world, 
and among actors in general (2001, p 236). 
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core). The term globalization conjures up many images. One such image is of neon signs 

advertising McDonalds, Sony, and Coca-Cola in cities from New York, to London, to 

Shanghai, to Tokyo. Another image is one of angry protesters throwing rocks and 

breaking windows in the streets of Seattle and Washington, D.C. in protest of the meeting 

of the World Trade Organization (WTO) and the International Monetary Fund (IMF). 

Globalization impacts the lives of corporate industry leaders in China as well as migrant 

farm workers in California. 

In the wake of this phenomena, core countries are reaping even more returns with 

the increase in the efficiency and volume of trade due to globalization (i.e., through 

networking and technological advances). Countries on the periphery that cannot keep up 

with this pace are increasingly left behind. 

Traditional Approaches to Understanding Trade 

The inequalities in trade are given credibility by economists. Orthodox 

neoclassical economists argue that trade markets are shaped and controlled by rational 

economic self-interests (Friedman, 1962; Smith, 1994). Rationality, in capitalistic terms, 

is essentially defined as lowering cost and maximizing profits by any means necessary. 

Further, the orthodox economic perspective views economic and societal concerns as 

having separate goals and, therefore, treated as two separate entities. Essentially this 

means that in the pursuit of profits, societal concerns become marginal at best. Among 

orthodox economists as well as the popular media, this economic perspective is treated as 

a normative way of interpreting economic action.  
                                                                                                                                            

This definition reflects a consensus amongst many scholars that globalization is 
essentially a phenomena or force that is bringing people together and widely 
interconnecting them in ways not quite seen before. 
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However, some social scientists have criticized neoclassical economics as being 

too abstract, presenting a highly unrealistic characterization of how an economy actually 

functions within a society. Granovetter and Swedberg (2001) argue that: 

[f]irst, economic actions are typically not exclusively determined by self-
interest. Trust, norms, and power all influence economic actions and 
thereby, offset self-interest in ways that analysts must approach with an 
open mind. Second, no economic action takes place in abstract space; 
there is always a broader social context that affects the actions of the 
individuals and interferes with pure interest. (p.9) 
 
According to this perspective, economic choices and actions reflect the broader 

society in which they take place. Markets do not exist in economic vacuums, but are 

integrally shaped by the society in which they exist. Karl Polanyi's study of pre-modern 

societies finds that it is normative for economic transactions to be intertwined with the 

notions of honor, duty and status (Polanyi, 2001). Polanyi argues that before capitalism, 

maintaining good relationships with trading partners was essential and therefore trade 

was characterized by some degree of fairness in trading networks. Absent unequal power 

relations, longer term exchanges are less opportunistic and more egalitarian. 

In light of this, efforts have been made to address some of the inequalities 

between rich and poor countries. International governing bodies have stepped in to 

attempt to resolve some of the inequities in trade (Stiglitz, 2002, 2006). The World Bank, 

International Monetary Fund (IMF), General Agreement on Tariffs and Trade (GATT), 

and World Trade Organization (WTO) were established in part to combat significant 

global imbalances in trade between nations.3 The primary mechanism proposed and used 

by these institutions to remedy imbalances is trade liberalization (Bhagwati and Srivni, 

                                                
3 See Stiglitz (2002) for a discussion of distinct role each of these institutions performs.  
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2002; Stiglitz, 2002, 2006). The liberalization of trade, the lowering of tariffs and other 

trade barriers, is thought to promote economic growth by allowing both richer and poorer 

countries the opportunity to gain unhindered access to the resources and capital of each 

other and to compete in foreign markets. Proponents of liberalization argue that economic 

growth, through trade liberalization, will eventually trickle down to the poor (Bhawati, 

2004; Sachs, 2005).  

Yet, this top-down approach of trade liberalization dispersed through 

globalization, as promoted by neo-liberal trade policies and international organizations 

such as the International Monetary Fund (IMF), has been widely criticized for not 

delivering economic gains, at least to the poorer masses. For example, to promote 

economic stability, the IMF grants loans to a particular country but places numerous 

conditions and restrictions on the loan. The IMF charges high interest to less credit-

worthy nations, requires borrowers to focus their markets on particular exports (coffee, 

for example) and imposes various other conditions that "straitjacket" the country, thus 

limiting the way it can utilize and repay the borrowed funds. Based on the theory of 

comparative advantage, the IMF claims that countries should focus their exports on their 

best products in order to maximize returns. In effect, however, restrictions and quotas 

placed on these goods do not yield the anticipated high returns. Typically, neither loans 

nor profits from exports get into the hands of, or benefit, the poor.  

It remains to be seen if there is a direct positive correlation between trade 

liberalization and the reduction of poverty (Stiglitz, 2006). According to a United Nations 

Development Corporation report: 
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the empirical evidence shows that trade liberalization is not a reliable 
mechanism for generating self-sustaining growth and poverty reduction—
let alone human development. The only systematic relationship between 
trade liberalization and growth is that countries dismantle trade barriers as 
they grow richer. Moreover, the experience of industrial countries and 
successful developing countries demonstrates that economic integration 
with the global economy is a result of successful growth and 
development—not a prerequisite for it. (Malhotra, 2004, p.9) 
 
In fact, it is argued by some that the lowering of trade barriers has been 

detrimental for some local economies (Stiglitz and Charlton, 2005; The Siena 

Declaration, 1998). When international businesses or banks often enter new markets, 

smaller local businesses and banks find that they cannot compete. The individuals and 

communities that once relied upon the local businesses and banks are in turn negatively 

impacted.  

It is evident that some developing economies are increasing their share of global 

output in terms of goods and services. This is due, in part, to the globalization of markets. 

However, the disparities between the poor and the rich within and between countries are 

still a persistent problem.    

Is Another World Possible?  

Are less developed societies destined to follow this traditional path of trade or are 

there alternative means of rectifying inequalities in trade? Disillusioned with traditional 

trade, alternative forms of finance and trade have, in fact, begun to emerge from the 

grassroots to address inequalities. In response to these persistent disparities, practitioners, 

activists and scholars are seeking alternatives or modifications to the traditional means of 

tackling poverty (Bennett and Cuevas, 1996; Stiglitz, 2006; Yunus, 1999). 



 

 8 

The United Nations (U.N.) has made identifying alternative means of fighting 

poverty a top priority .In 2000, the U.N. adopted the Millennium Development Goals, 

that is, eight goals that seek to improve the lives of the world's poor and vulnerable by 

halving extreme poverty by 2015.4 One of the goals is to "develop a global partnership 

for development" (Africa and the Millennium Development Goals, 2007, p.4). A 

suggested means to achieve this goal is to "develop further an open, rule-based, 

nondiscriminatory trading and financial system" (Africa and the Millennium 

Development Goals, 2007, p.4). Since the introduction of this goal, the U.N. has worked 

to promote several new aid and financial initiatives.   

One such initiative is the promotion of microcredit, also known as microfinance, 

programs. In fact, the U.N. declared 2005 the Year of Microcredit. Microfinance offers 

banking, credit, savings or other financing services to poor individuals or cooperatives 

that normally do not qualify or have access to the traditional banking systems 

(Versluysen, 2000; Yunus, 1999). The vast majority of microfinancing involves granting 

small loans with low interest to poor entrepreneurs. Although microfinancing, in some 

form, has been around for many years, the recent explosion of microfinance has 

expanded opportunities for poor peripheral entrepreneurs. The relatively low default rates 

and the financial growth of microfinance borrowers has caught the interest of traditional 

banks, such as Citigroup, HSBC Bank and Deutsche Bank, which now engage in forms of 

microfinance for the poor (Smith & Thurman, 2007).  

Microfinance alone is not enough to address the inequalities in the global trading 

system and eradicate poverty. Poor entrepreneurs need viable markets where they can sell 

                                                
4 See http://www.un.org/millenniumgoals for details on each development goal.  
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their goods and services for a fair price and a livable wage. Fair Trade seeks to rectify 

the inequalities in trade while providing producers with viable means to trade, in a fair 

market. This is the major theme of this study. 

Significance of the Study 

The economic and social well being of producers is placed at the forefront of the 

Fair Trade trading relationship (Barratt Brown, 1993; Grimes, 2003; Opal & Nichols, 

2006; Murray, Raynolds, Taylor, 2003). According to the International Federation of 

Alternative Trade, Fair Trade is a trading partnership that seeks greater equity, even if to 

a limited extent, in international trade. Accordingly, it is asserted that Fair Trade 

contributes a small but visible part "to sustainable development by offering better trading 

conditions to, and securing the rights of, marginalized producers and workers- especially 

in the [Global] South" (http://www.ifat.org/whatisft.shtml).   

Grassroots community groups, especially religious groups, have been pivotal in 

advocating for the advancement of Fair Trade. Fair Trade first began in North America 

with the Christian outreach work of the Mennonite and Brethren churches in the 1940s 

(Grimes, 2005). During missionary trips to developing countries, Mennonites came into 

contact with local artisans and producers. North American-based stores, church and 

catalogue sales were established to get artisans’ goods to the North American market. 

Until fairly recently sales of Fair Trade goods remained minimal and restricted to sale 

through mostly religious outlets. 

However, in the 1990s intensification in the globalization of markets helped to 

propel the Fair Trade market more into the mainstream. Fair Traders looked beyond their 
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local communities and made a shift towards running “niche” businesses that could 

survive and compete in the wider global market.  

Fair Trading is targeted directly at helping the poor become self-sustaining 

artisans and producers by providing them with access to international markets. Fair Trade 

businesses facilitate fair trade between the Global South (the periphery) and the Global 

North (the core). Specifically, Fair Trade businesses attempt to function as socially-

minded middlemen by helping to get goods produced by poor artisans and farmers to 

international markets where their goods can be sold for a fair price (i.e., with a more 

equitable distribution of benefits skewed in favor of the actual producers) (Grimes, 2003; 

Littrell & Dickson, 1997). Fair Trade businesses play an important role in the Fair Trade 

market as middlemen between producers and consumers. This role differs sharply from 

the role of middlemen in the traditional market, in that Fair Trade middlemen are 

committed to protecting the needs of poor producers.  

Fair Trade practices are steadily increasing in scope and scale (Littrell & Dickson, 

1997; Opal & Nichols, 2006; Murray, Raynolds and Taylor, 2003). Indeed, these 

promising prospects have attracted the attention of several well-known economists, 

scholars, development practitioners and business gurus as well as the U.N. Today the Fair 

Trade market constitutes a distinct emerging model of economic growth for poor 

producers and artisans, and their communities. Fueled by the globalization of trade, fair 

trade can potentially have a widespread and noticeable impact on how commerce is 

conducted worldwide. Increased understanding of how Fair Trade functions can provide 

valuable insight into this alternative form of trade. 
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Statement of the Problem 

Currently, comprehensive quantitative and qualitative assessments of the Fair 

Trade market are lacking. That is to say, it is unclear how the Fair Trade market actually 

functions. It is therefore of importance to investigate the origins of the market and how it 

is managed.  

The primary purpose of this dissertation is to fill the gap in knowledge about this 

market by examining the development, functioning, and sustainability of the Fair Trade 

market. It is crucial to determine if Fair Trade is large enough of a market to be a self-

sustainable market. Realistically speaking, Fair Trade, which accounts for only a very 

small percentage of global trade, currently does not appear to be a sweeping replacement 

to free trade. However, it is of interest to investigate if this market has the potential to 

become an important component of general efforts (for example, by the United Nations 

and World Bank) to raise the living standards of the world's poor. In any case, it is 

reasonable to state that Fair Trade could be an alternative to the traditional free trade 

market. For that sustainability is required, that is the ability of Fair Trade to survive 

periods of economic or global political crises and, perhaps, show market growth. To that 

effect, two key areas of the market have been examined in this study to ascertain the 

sustainability of the Fair Trade market.  

Specifically, the financial sustainability of the Fair Trade market was assessed. 

Quantitative data on sales and growth of Fair Trade goods over the past several decades 

were compiled to illustrate the relative significance and the future prospects of this 

market's financial status. These data have been supplemented with an analysis of the 

financial records of available years of operation from a sample of Fair Trade businesses.  
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Also, the organizational structure of the Fair Trade market was examined to 

ascertain the operational sustainability of the market. Organizational data were compiled 

to determine the business choices made by Fair Trade businesses. Understanding these 

business choices is essential in identifying their role in shaping the sustainability of the 

Fair Trade market.  

In order to investigate these issues, the financial and organizational data of several 

Fair Trade organizations in North America have been evaluated. A sample of Fair Trade 

businesses were surveyed and interviewed to determine the efficacy of the Fair Trade 

model.  

First, quantitative data on the sales and growth of Fair Trade goods over the past 

several decades were compiled to illustrate the relative significance and the future 

prospects of this market’s financial status. This is supplemented with an analysis of the 

financial records of available years of operation from a sample of businesses. These data 

were compared to similar goods in the traditional market, especially other “new” markets 

such as the organics, collectibles, and eBay markets. 

Secondly, organizational data have been compiled from the selected sample of 

Fair Trade businesses. From an organizational perspective, umbrella organizations 

provide insight into the subsidiary role that they play in the expansion, clearing and 

certification of the Fair Trade Market. Financing, marketing, and certification are 

essential supporting functions that help to shape the nature of the Fair Trade market. The 

wholesaler and retailer tier organizations provide information as to the pathways and 

networks of how Fair Trade products move to market (i.e., the role Fair Traders play in 

the chain of events to get goods from the producers to the consumers). Further, data 
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collected from these sellers is insightful as to the pricing policies in relation to and in 

contrast to traditional market forms. It is also of interest to examine the social-

organizational orientation of Fair Trade businesses, as seen in the common practice of 

Fair Trade businesses working with cooperatives of producers and artisans. In addition, 

the social-development goals of Fair Trade business, as expressed in efforts to establish 

community social development programs, were investigated. 

This dissertation closely examines how these businesses work with producers and 

other links along the Fair Trade production chain to create the Fair Trade industry. It is of 

importance and interest to find out where, what and to whom most goods are being sold. 

In essence, this research provides a detailed map of how the Fair Trade market functions. 

These quantitative (the first issue) and organizational (the second issue) investigations are 

the core of this dissertation. 

Research Questions 

The actual mechanisms that Fair Trade businesses use to facilitate the goal of 

making trade a fairer endeavor are of central interest in this study. Therefore the research 

questions are as follows:  

Research Question 1 

What are the financial mechanisms used to promote a sustainable Fair Trade 

market?  

Research Question 2 

What are the organizational mechanisms used to promote a sustainable Fair Trade 

market?  
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Research Question 3 

What are the ideological arguments that North American Fair Trade businesses 

use to promote a sustainable Fair Trade market?  

Definitions of Terms 

Fair Trade. What exactly constitutes Fair Trade is an issue that has been debated. 

Scholars and advocates of Fair Trade stress different components of what makes trade 

Fair Trade. A leading scholar on Fair Trade, Kimberly Grimes, stresses that Fair Trade is 

"not anti-globalization, as the media has often incorrectly represented the advocates of 

Fair Trade. On the contrary, Fair Trade partnerships are international partnerships" 

(Grimes, 2005, p. 246). Grimes highlights how Fair Trade differs from traditional trade, 

arguing that Fair Trade "allows artisans an active role in making decisions pertaining to 

production and trade" (Grimes, 2000, p. 12), while free trade does not. Fair Trade is 

largely predicated on getting the goods to the global market (notably, to North America 

and Europe), but a crucial difference between Fair Trade and the dominant neoliberal free 

market trade is that fairly traded goods are traded with the well being of the producers at 

the forefront. With Fair Trade, producers have a chance to receive a fair price and 

treatment for work performed. In a similar vein, Fair Trade researchers Littrell and 

Dickson emphasize that Fair Trade is focused on: paying producers "as much as possible" 

rather than "as little as possible"… [further Fair Trade businesses] exhibit deep 

commitment to their philosophy of people-centered development; they operate from an 

ideological perspective that emphasizes producer's need(s) rather than consumer demand 

(pp. 5, 15).  
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In this study, a Fair Trade business or organization must fit the criteria laid out by 

the International Federation of Alternative Trade5 (IFAT). Consequently, all of the study 

participants were members of Fair Trade Federation (FTF).   

Sustainability.  Sustainability is measured in terms of the financial (market value 

and growth) and organizational strength (number of traders, market size and ties to larger 

markets) of the Fair Trade market. This study primarily focuses on assessing the 

sustainability of the overall Fair Trade market instead of the individual Fair Trade 

businesses.  In essence, similar to Pfeffer’s study of the demography of organizations 

(1983), this study explores the financial and organizational structure of the North 

American Fair Trade market.  For the purposes of this study, upward growth patterns and 

organizational strengths equate to a sustainable market.    

                                                
5 The International Federation of Alternative Trade has recently changed its name to the 
World Fair Trade Organization.   
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CHAPTER II 
LITERATURE REVIEW 

The Transformation of Trade/Markets 

Are markets doomed to be rational neoliberal entities or are there feasible, more 

equitable market alternatives possible? This question is addressed in this chapter by 

examining more closely the traditional economic literature as well as the sociological 

literature on how markets function. The second section of this chapter examines the 

scholarly and theoretical criticism of the traditional neoliberal market. Karl Polanyi’s 

critiques of capitalism and his notion of the double movement are discussed in detail to 

illustrate that alternatives are not only feasible but also highly desirable in society. The 

third section of this chapter examines consumer and business responses to the 

dissatisfaction with the traditional market. New markets and alternative markets (with 

specific focus on the market of pollution and the organics market) are examined to 

illustrate the feasibility of alternatives in the marketplace. The main goal of the 

discussion in this chapter is to place Fair Trade into the larger context of increased public 

and private dissatisfaction with the inequalities evident in the capitalistic market and the 

resulting increase in alternatives to the dominant market. This discussion will further help 

to illustrate the potential for the expansion of alternatives, namely Fair Trade, to the 

traditional market.  

Economic and Sociological Perspective of Markets 

The alternative market of Fair Trade is a relatively new market that has not been 

examined extensively in the economic and sociological literature. However, economic 

and sociological theoretical literature on how markets function will enhance the 
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understanding of the functioning of the North American Fair Trade market. The 

following is an examination of scholarly literature (both economic and sociological) on 

theories of economic action.  

Orthodox neoclassical economists argue that markets are shaped and 

controlled by rational economic self-interests. Rationality is essentially defined as 

lowering cost and maximizing profits by any means necessary. Further, the 

orthodox economic perspective views the economic concerns and societal 

concerns as having separate goals and therefore treated as two separate entities. 

Essentially this means that in the pursuit of profits, societal concerns, at best, are 

marginal. Among orthodox economists as well as the popular media, this 

economic perspective is treated as a normative way of interpreting economic 

action. 

However, social scientists criticize neoclassical economics as being too abstract 

and a highly unrealistic characterization of how an economy actually functions within a 

society. Granovetter and Swedberg argue that: 

[f]irst, economic actions are typically not exclusively determined by self-
interest. Trust, norms, and power all influence economic actions and 
thereby, offset self- interest in ways that analysts must approach with an 
open mind. Second, no economic action takes place in abstract space- 
there is always a broader social context that affects the actions of the 
individuals and interferes with pure interest. (2001, p. 9)  
 

According to this perspective, economic choices and actions reflect the broader society in 

which they take place. Markets do not exist in economic vacuums, but are integrally 

shaped by the society in which they exist. Karl Polanyi’s study of pre-modern societies 

finds that it is normative for economic transactions to be intertwined with the notions of 
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honor, duty and status (2001, p.41). Polanyi argues that before capitalism, maintaining 

good relationships with trading patterns was essential and therefore trade was 

characterized by some degree of fairness in trading networks.  

Scholars of the embeddedness approach argue that societal concerns are reflected 

in economic institutions. Specifically, social networks function to mediate economic 

relations and institutions (Granvotter, 1985). Granovetter finds that “social relations are 

fundamental to market processes” in modern societies as well (p.500). He argues that 

despite industrialization and the modernization of market transactions, trust and 

reputation are still essential to economic action. Trust and reputation in economic 

transactions is gained through networks (not abstract market rules or morality) 

(Granovetter, 1985). Therefore, economic rationality includes non-economically rational 

behaviors that help to facilitate the social networks. These networks in turn support 

individuals as they negotiate economic transactions.  

Mitchell Abolafia’s ethnography of the bonds, futures and stock markets 

illustrates how embeddedness works in modern-day financial markets. He finds that 

despite surface appearances, Wall Street is not entirely organized around traditional 

economic rationality (i.e., profit making at all cost); in fact, Abolafia (1996) finds Wall 

Street markets are socially constructed networks.   

Drawing from Polanyi, Abolafia describes these markets as integrally balancing 

the opportunism of traders with restraints in the form of informal and formal social 

mechanisms. Abolafia finds Wall Street markets are structured around non-economic 

relationships that take into consideration fairness and survival of the collective. That is to 

say, while there are abundant opportunities to acquire wealth on Wall Street, traders 
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repeatedly display, in varying degrees, responsibility (i.e., restraint) in order to maintain 

the market and their places in it. These mechanisms are in place to ensure the survival, 

stability and growth of the markets. Abolafia finds nuanced differences in the mechanism 

employed in each Wall Street market (Abolafia, 1996; Baker, 1984) 

Future market traders make face-to-face transactions in a trading pit. A good 

reputation is crucial; therefore, traders strive to have good relationships with fellow 

traders and administrators of the market. Reneging too often on deals will cause a trader 

to potentially be overlooked in future transactions and reported to administrators for 

violations. Therefore, despite the frantic atmosphere of the trading floor, traders are keen 

to mind that they do not step on another trader's toes. Abolafia concludes that the traders 

want completion with one another rather than a monopoly where one trading firm runs 

the market. Therefore, each trader is mutually dependent on the other for competition and 

mutual survival. In sum, “the maintenance of competitive conditions, from which traders 

earn their living, requires the ability to control that competition, to routinize it, and 

exclude those forms of behavior which threaten it” (1996, p. 62).  

Transactions on the New York Stock Exchange are also face-to-face as well as 

increasingly electronic. Like the futures market, the trading floor appears quite chaotic. 

However, Abolafia uncovers networks of order underneath the apparent chaos. Formal 

controls in the form of regulatory officials on the trading floor are common. The traders 

indicate respect for the rules that some traders feel made the NYSE superior to other 

trading markets. Indeed, the NYSE was formed to function similar to an exclusive club 

with rules.  These rules enforced via social networks greatly shape the conditions of 

trading. Abolafia finds the bonds market is the least embedded of the Wall Street 
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markets, mostly due to the lack of face-to-face interaction. However, he finds that formal 

controls have increasingly sprung up as corruption of rigging of the market has gotten 

increased media attention.  

Chapter IV of this thesis discusses how the Fair Trade market exhibits the 

characteristics of embedded markets; namely, the emphasis on personal networks over a 

purely market-based rationality. The Fair Trade market does, however, present a 

divergence from this literature in that while it is similar in some respects (role of 

embedded networks) to the tenets of these theories, it is also at the same time distinctly 

unique in its holistic emphasis on ethics. The role of ethics in Fair Trade networks and 

how the Fair Trade market has formed into a distinct “ethically embedded” market 

system is explored in depth in the next chapter. 

Criticisms and Critiques of Neoliberal Markets 

Capitalistic Production: Marx, World Systems, Polanyi and Postmaterialists 

In order to further understand the context from which the Fair Trade market has 

grown, it is useful to explore specific critiques of the capitalistic market and the 

consumption practices that it promotes. Numerous scholars have criticized market 

liberalism and its preoccupation with consumption at the expense of the wellbeing of 

society (Marx, 1977; Wallerstein, 1974; Polanyi, 2001). 

Karl Marx in Das Kapital (1867) examined nineteenth century industrialization in 

England. Marx argued that the capitalistic model of production is inherently predicated 

on inequalities between the capitalist owners of production and the masses of workers. 
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Capitalists exploit workers by paying wages lower than the market value of their labor 

and thus profit heavily from this uneven relationship.   

World Systems theorists stress inequalities in the market not only within countries 

but also between countries. According to world system theorists, there is a hegemonic 

relationship between core and periphery countries (Wallerstein, 1974; Shannon, 1989). 

The relationship is such that those countries in the periphery are reliant upon core 

countries as trading partners. Taking advantage of this top position, core countries 

attempt to extract goods for the lowest possible prices from lower position periphery 

countries. The result is global inequality between the wealthy core and poor periphery 

countries.   

Karl Polanyi, in his seminal work The Great Transformation (1944), questions the 

long-term viability of over-consumption as perpetuated by the capitalistic market. In The 

Great Transformation, Polanyi examines the self-regulating market (i.e., capitalistic 

market) of the nineteenth century. During this time of industrialization, the economic 

market expanded greatly. Polanyi criticizes not the economic growth per se, but rather 

what he sees as the particularly destructive nature of the self-regulating market. He states: 

The true criticism of the market society is not that it was based on 
economics-in a sense, every and any society must be based on it-but that 
its economy was based on self-interest.  Such an organization of economic 
life is entirely unnatural in the strictly empirical sense of exceptional.  
(p. 249) 
 
In many respects, the market was driving societal relations instead of society 

driving market relations. The wellbeing of the workers, environment and larger society 

were suppressed by the profit-driven desires of the capitalists. His depictions of fictitious 
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commodities, the disembodied economy and the double movement all point to the 

potential flaws of the self regulating market.  

Polanyi characterizes the nineteenth century commoditization of land, money and 

especially labor as fictitious. That is to say, unlike commodities, labor, land and even 

money (which is a social construction) are not produced for the sole purpose of being for 

sale. Under the self-regulating market of the nineteenth century, people, the land they live 

off, and all aspects of money are turned into production and profit-making units. Polanyi 

argues that land, money and labor are not inherently “produced for sale” and therefore, 

cannot and should not be commodities (p. 70). In this vein, the commoditization of land, 

money and labor is not a realistic human arrangement. Nevertheless, the self-regulating 

market is organized as if these are in fact commodities.  

As a result, the disembodied economy results from this commoditization. In an 

embedded economy the traditional values and culture of the people influence the 

arrangement of the economic market. In a disembodied economy, maximizing profit 

takes precedence in the organization of the economic market. Further, in a disembodied 

economy financial and legal institutions help to support the market economy through 

market-friendly practices and laws.   

In Polanyi’s opinion, this proved to be quite disastrous for the sustainability of the 

self-regulating market. Through anthropological accounts, he argues that “man’s nature” 

rules over the materialism of the market (2001, p. 250). Such a market goes against 

“man’s nature” and, therefore, is inherently flawed. In essence, Polanyi puts aside the 

questioning of the morality of the self-regulating market, and instead focuses his 

argument on the “practicability” of the self-regulating market; given the “will” of society, 
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it makes the self-regulating market impractical and unsustainable (p. 250). Polanyi also 

argues that inevitably, a double movement occurs in a self-regulating market society. 

Since, according to Polanyi, it is not the natural will of the people to subordinate their 

desires to the will of the market, the self-regulating market must concede to the people’s 

demands for workers’ rights and social welfare. Certainly, this is what happened in 

Europe and to some extent in the United States after World War I. Indeed, he credits the 

rise of fascism, despite its shortcomings, as a response to the destructive impact of the 

free market on society. Applying Polanyi’s double movement from a local to a global 

scale, it is evident that the accelerating growth of the Fair Trade market is a response to 

the dissatisfaction with traditional trade. 

To some extent, social and environmental regulations have increased over the 

years. Yet today, with the spread of neoliberalism, we see quite a different picture. 

Polanyi anticipated this backlash. Too much protectionism would drive free market 

advocates, such as those during the Reagan and Thatcher eras, to tilt policy in favor of 

reducing the social welfare system. The principles of a self-regulating market are still 

evident in the heavily neoliberal influenced global markets of today. The latest heavily 

neoliberal influenced incarnation of the market has spread globally to affect vast areas of 

the world.  

Polanyi’s argument, however, stands that the conservation of both communities 

and the natural environment is crucial to the continued security of human existence 

(Polanyi, 2001) This leads one to believe that while powerful, the neoliberal influenced 

market does not necessarily represent the will of the people and will not continue to grow 

without criticism.   
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Some scholars have found that, in fact, Polanyi’s claims are correct and as 

societies advance, their desires for fulfillment beyond individualistic acquisitions are 

waning and desires to improve the collective have steadily increased. Post-materialists 

support the position that capitalistic-based rationalism (i.e., profits over people) 

increasingly is not representative of the desires of society. These scholars point out that 

the traditional free market is incorrect in assuming that economic rational choice rules 

decision making in the market and that, in fact, the will of the people is much greater 

towards the collective than capitalists depict it to be. Indeed, post-materialists assert that 

there is an increasing movement away from the personal materialism capitalism promotes 

(similar to Polanyi’s critique of the capitalistic bottom line) towards concerns for the well 

being of the larger community. Post-materialists argue that with increased economic 

security, individuals are abandoning purely materialistic dispositions and are left having 

to find meaning in non-materialistic endeavors—namely, more community-focused 

undertakings.   

Yankelovich (1972), in his study of college students, argues that American 

society is progressively more supporting of the collective. Using survey data from college 

students from the 1960s and 1970s, he finds that increasingly, students are placing more 

concern on the natural and community rather than the individual rationalism of the 

dominant American culture of the time.  

Post-materialists Inglehart and Abramson (1994) use data from the World Values 

Survey, which assess the values of respondents in twenty industrialized countries. They 

find an overall trend away from valuing materialism and towards valuing the collective. 

The shift to post-materialism, according to the authors, is accredited in part to “a decline 



 

 25 

of class voting…and to the rise of new social movements…particularly environmentalist 

movements and parties…” (p. 336). The authors theorize that there are short-term 

scarcity effects and long-term socialization effects that influence materialistic orientation. 

Short-term scarcity effects, such as a recession, impact individuals’ values during a 

relatively brief period of time. Long-term effects, such as a war, reflect the conditions 

present during formative years of socialization. Together, the authors believe, these 

effects explain the increased orientation towards post-materialism. Using longitudinal 

data from the 1970s to the 1990s, Inglehart and Abramson conclude that in most 

countries, there is an increasing trend with each new cohort away from materialism and 

towards post-materialism. In other words, with each new cohort, there tends to be less 

materialism and more community focus in their orientation. In the short term and long 

term, cohorts are increasingly experiencing more security and therefore, according to 

these authors, less of a self-centered orientation to life. Further, post-materialism is 

maintained as individuals within a cohort age. In effect, the overall trend towards global 

security for people of industrialized countries has resulted in values that are increasingly 

post-materialistic.  

Consumer’s Criticism of the Market 

There is an extensive history of consumers challenging the imbalances of the 

capitalistic market in favor of the capitalist over the consumer. Lang and Gabriel (2005) 

identify four waves in the consumer movement. According to Lang and Gabriel, the first 

wave of the movement occurred during the “height of the industrialization process” in the 

United Kingdom (p. 41). Consumers and small-scale producers challenged monopolies 

that “had conspired to supply that most basic of commodities, bread, at high prices” 
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(Birchall in Lang & Gabriel, p. 41). In response, cooperative groups were established 

where producers pooled their goods to compete against the monopolies. Consumers paid 

a lower price from the cooperative, and small producers thrived by dividing profits 

among cooperative members. Promoting “self-help by the people” movement “provided 

practical proof that consumers could exercise power over production. Cooperation rather 

than Adam Smith’s self-interest could function as the basis of meeting consumer needs” 

(p. 41).  

The second wave of the consumer movement was spurred by reports of the 

horrendous conditions under which food was being produced. Upton Sinclair’s The 

Jungle (1906) depicted the dangerous and filthy conditions of the meat industry in 

Chicago. Consumers began to demand “value-for- [their] money” (p. 44). Consumer 

groups were formed to address big business’ lack of ethics, sloppy production practices 

and monopoly over the market. They forced businesses and the government to provide 

more regulations and grievance procedures to protect consumers. Unlike the earlier wave 

of the consumer movement, these consumer groups focused on not trying to radically 

change the market structure but rather to inform consumers of the conditions under which 

goods were being produced. Referring to these consumer groups, Lang and Gabriel state 

that this wave of consumer advocates aimed to educate consumers and placed 

“considerable stress on rights to information and labeling and redress if something goes 

wrong” (2005, p. 45).  

Lang and Gabriel  label the third wave of the consumer movement Naderism, 

after Ralph Nader’s consumer safety initiatives. During the 1960s, Nader exposed the 

unsafe practices of the auto industry and went on to establish organizations that fought to 



 

 27 

ensure more corporate and state level responsibility in the industry. Nader’s insistence in 

“debunking the misinformation systematically disseminated by companies” spurred other 

groups to organize in the same light (Lang & Gabriel, 2005, p. 47).  

Lang and Gabriel’s fourth wave of the consumer movement is comprised of 

advocates of environmental and ethical values in consumption practices6. Beginning in 

the 1970s and accelerating during the 1980s, this wave is characterized by consumer 

groups seeking alternatives in the market that promote the environment, ethics and other 

forms of social justice (Lang & Gabriel, pp. 48-49). This wave is comprised of diverse 

groups that range from those that advocate more environmentally friendly consumption 

to minimizing consumption. Another more recent segment of this wave of diverse groups 

are those who advocate not just green consumption but also social efficacious or ethical 

consumption, such as Fair Trade and aid to the developing world. The authors see this 

wave as growing with the increased presence of ethical consumer groups (such as the 

Ethical Consumer Research Association in the U.K. and the Council of Economic 

Priorities in the U.S.) comprising a distinct ethical consumption movement.  

Of greater interest in ethical consumption is the increased consumer awareness of 

imbalances in the global supply chains (Opal & Nicholls, 2005). Supply chains have 

                                                
6 The actual ethics of consumption is paradoxical. Ethics conjures images of fairness and 
depicts working for a collective good. Consumption brings to mind the stripping of 
resources from the planet. Consumption inherently entails using some portion of often 
limited resources. Moldoon (2006) notes the typically favorable light in which 
consumption has been painted in North America. Namely, expect for in times of war, 
consumption is framed as a patriotic practice that serves to maintain and stimulate the 
economy and society as a whole. However, Moldoon (2006) also notes that “waste 
generated as a result of human consumption is currently at its highest point ever and, in 
2000 surpassed the earth’s natural capacity to absorb it by 15%. (Moldoon, 2006, pg. 2). 
This paradoxical pairing is quite complex and requires examination. 
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expanded, with the increase in use of outsourcing and an increase in the regions where 

companies conduct business. Neoliberal policies have worked at the same time to lessen 

the regulation of these supply chains and; therefore, incidents of the abuse of workers and 

the environment by companies have increased (Friedman,1999; Opal & Nicholls, 2005). 

In a recent study of ethical branding, in the United Kingdom, Germany, France, Spain 

and the United States, almost half of respondents perceived ethical behavior of businesses 

as declining (GfK NOP, 2007). However, consumers appear willing to support businesses 

that make ethical concessions. Forty-three percent of respondents felt that ethical brands 

make businesses more responsible for their actions. One-third of respondents indicated a 

willingness to pay 5% to 10% more for ethically made goods (GfK NOP, 2007). Through 

globalization and advancements in technology (especially the Internet), the media and 

activists groups have been able to quickly spread information concerning questionable 

business practices. Given the negative impact that reports of ethical violations can 

potentially have on a company, businesses are responding by making attempts to become 

or appear more ethical.  

Research indicates that the “conscious consumer” is on the rise (Grimes, 2005, 

pp. 241-242). The conscious consumer is making market choices that are not solely 

economically driven, but rather influenced by social and ecological factors when making 

purchases and investments. From deciding which stock to invest in to buying athletic 

shoes, the conscientious consumer makes choices that reach outside of the range of 

traditional market logic. The recent growth in the number of socially responsible 

investors further indicates the willingness of consumers to think more holistically about 

the consequences of their purchases. 
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Publicity of environmental and human rights violations over the past several 

decades has further accelerated the growth of socially responsible investment schemes. 

According to the United States-based Social Investment Forum’s 2003 report: 

A total of $2.16 trillion in assets was identified in professionally managed 
portfolios using one or more of the three core socially responsible 
investing strategies screening, shareholder advocacy, and community 
investing…[further] more than one out of every nine dollars under 
professional management in the United States today is involved in socially 
responsible investing. (p. 4) 
 

Overall, these figures appear to indicate a marketplace where investors are willing to 

consider more than the economic bottom line in making market choices. This may be an 

indication that consumers take social and environmental considerations into account 

when making everyday purchases. The growth of this group of consumers makes an 

important contribution to the expansion of the Fair Trade market as Fair Trade is often 

characterized as an ethically driven market choice (Randall, 2005). 

The “market of concern” is comprised of an array of groups representing a variety 

of interests that include advocates for animal cruelty-free goods, genetically modified 

(GM) free agriculture, Social Responsible Investment (SRI) plans, environmentally 

friendly goods, cooperative banking, conflict-free mining, FSC-certified/ rainforest 

friendly lumber, sweatshop-free apparel, labor rights, locally produced goods, codes of 

conduct and fair trade (Harrison, Newholm, & Shaw, 2005; Opal & Nicholls, 2005). The 

history of this pairing of ethics and consumers can help to shed some light on present-day 

ethics-centered trade. In fact, there is an extensive history of consumers, activists and 

organizations expressing a desire for changes in the conditions under which production 
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takes place, in the products they purchase and in services they use. The methods used to 

effect those changes vary (several of these approaches are outlined in detail below). 

Alternatives: Boycotts, Anti-consumerism, Virtuous Business, and  

Alternative Markets 

Boycotts 

Boycotts have extensively been used to address apparent inequities in society and 

effect changes. From colonial America’s tea boycotts, to the southern bus boycotts during 

the 1950s and 1960s, to Cesar Chavez’s United Farm movement, workers' boycotts have 

been used to shape social change. Friedman (1999) defines a consumer boycott as “an 

attempt by one or more parties to achieve certain objectives by urging individual 

consumers to refrain from making selected purchases in the marketplace” (p. 3). 

Consumer boycotts are unique in two ways: (1) they are perceived by the business 

community as the “most effective techniques for the consumer movement to use” and 

(2) they have an “important social justice role in American history” (Friedman, 1999, p. 

3). The boycott approach gives a voice to the voiceless, in that it uses the buying habits 

and actions of citizens to convey powerful messages to big business (as well as the state). 

Anti-Consumerism 

There has been a shift from one-product boycotts to multiple issues of 

environmental, social and labor concerns. Anti-consumerists extend the principles of 

boycotts to the extreme by advocating for consumers to, whenever possible, practice 

disengagement from market-based consumption. Anti-consumerists argue that over-
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consumption supports the blind purchasing of goods (often made under exploitive 

conditions) and it does not promote sustainability (Cohen, Comrov and Hoffman, 2005 ).   

While often labeled as radical in their disenchantment with the market, some 

groups such as the Canadian-based Adbusters Media Foundation (AMF), which is partly 

funded by the environmental group Greenpeace, are increasingly making their position 

known. The AMF publishes Adbusters Magazine and operates a website devoted to 

criticizing the proliferation of neo-liberalism in the world and promoting minimalist 

consumption practices. Along with scathing articles on overindulgence and critics of 

capitalism, the magazine’s satirical ads spoof popular big businesses (such as Nike and 

Microsoft).  

AMF also participates in campaigns that advocate decreasing consumption. To 

counter the post-Thanksgiving Black Friday shopping day, AMF annually organizes Buy 

Nothing Day (BND). BND is exactly just that; consumers worldwide are encouraged to 

abstain from making purchases the day after Thanksgiving7. According to the AMF 

website, “every November, for 24 hours, we remember that no one was born to shop … 

[this] global event is celebrated as a relaxed family holiday, as a non-commercial street 

party, or even as a politically charged public protest” 

(http://adbusters.org/metas/eco/bnd/;http://adbusters.org/metas/eco/bnd/view.php?id=31). 

With over 85,000 Adbusters readers (mostly in the U.S. and Canada), AMF’s agenda is 

gaining interest.  

                                                
7 Outside of the U.S. BND typically occurs the Saturday after the U.S. Thanksgiving. 
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Virtuous Business 

While growing in awareness, anti-consumerism remains for many a rather radical 

means of promoting ethics. In the wake of corporate scandals and reports of corporate 

irresponsibility and criticism by the media, consumer advocate groups and the public 

rally for social responsibility have intensified. In response, companies have taken 

measures to appear more socially conscious in their business dealings. A marketplace that 

advocates virtue or corporate social responsibility (CSR) as a means to increase profit has 

resulted. Vogel finds, since the 1990s, that there is a growing “market of virtue” in 

business. Due to the surge of globalized markets and trade liberalization, critics argue 

that since controls of multinational corporations can no longer be effectively monitored 

or controlled by national governments “[c]ivil regulation represents an effort to fill in the 

governance gap between the law and the market” (Vogel, 2005, pp. 8-9). Therefore, be it 

for strategic, defensive or altruistic reasons, some businesses have publicly moved away 

from the traditional economic bottom line to a triple bottom line of economic, 

environmental and social considerations (Vogel, 2005). According to Vogel, in contrast 

from philanthropy in the form of donations, CSR serves as a means of increasing profits. 

A Pricewaterhouse Cooper survey finds that “70 percent of global chief executives 

believe that CSR is vital to their companies’ profitability” (Vogel, 2005, p. 20).  

A number of companies have opted to participate in voluntary codes of conduct as 

a form of social reasonability. Codes of conduct set a minimum set of labor, 

environmental, and/or social standards by which a company agrees to abide (Barrientos,, 

2000).   In essence, codes of conduct fill the gap that national and international 

regulations and legislation once filled in the governance of the fairness of business 
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practices. Codes of conduct have been adopted by large corporations such as McDonalds, 

Home Depot and Nike8. In recent years, there has arisen a largely college student-led 

movement that is calling for apparel companies to adopt codes of conduct in their labor 

practice in order to prevent sweatshop-produced clothing. Campaigns on college 

campuses revolve around students pressuring their colleges and universities to purchase 

school apparel only from companies that follow a strict code of conduct in the production 

of the products, treatment of their workers and transparency of their business practices. 

Interestingly, while the pressure is increasing from within companies and from outside 

groups demanding that these companies operate more socially responsibly, it remains 

unclear as to the actual profitability for a company that adopts these practices.   

New Markets 

Instead of divesting from the market or relying upon boycotts and anti-

consumerism other groups have decided to reshape the market to suit their ethical tastes. 

Research indicates that new markets, which potentially could include Fair Trade, can 

grow and thrive despite the preponderance of already established strong markets (White, 

1981). Previously nonexistent or small markets can emerge and make a strong presence 

in what can appear to be a saturated larger market. For example, baseball cards and comic 

books have grown into viable markets within the larger collectibles market. The special 

market of small stuffed animals known as Beanie Babies has grown from a regular 

commercial market of toys to a collector’s market and an organized auctions market. 

Other alternative markets also spring out of, or in “special niches” of, pre-existing large 

                                                
8 There codes of conduct apply to particular facets of the business and not necessarily in 
every area of the company. 
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markets. Examples include the “outsourcing service market” and the “pharmaceutical 

special corporations” that support major pharmaceutical companies.  

Alternative Markets: New Markets of Concern 

Specifically, it is most pertinent in this dissertation to examine markets similar to 

Fair Trade that are in some degree structured around principles of ethical or moral 

concern. Opal and Nicholls (2005) stress the ethical context within which Fair Trade is 

growing. They state that Fair trade should be framed:  

within a wider range of issues driven by the growth of consumerism where 
individuals have asserted  their right to know more about the actions of the 
corporations with which they interact, and about the nature of the products 
they buy, as part of a broader reaction against their historically passive 
role in the marketing relationship.  As a consequence, business has had to 
respond by taking more responsibility for its actions via greater 
accountability and transparency and often because of this by behaving in 
more ethical ways. (p. 56)  
 

These markets can be thought of as “new markets of concern.” The intersection of 

idealism and business is evident in these markets. The various “green markets” present a 

parallel (at times overlapping) market to the Fair Trade market. Two of these green 

markets:—the market for pollution reduction and the organic agriculture market—will be 

discussed in detail. 

“Going green” has become a popular catch phrase in recent years. Oddly enough, 

pollution has even become a new market of trade. Environmental concerns are 

increasingly being “framed as corporate financial issues” (James and Fusaro, 2006, p.3). 

Responding to this trend, the market for pollution reduction has developed as a market-

based mechanism to reduce greenhouse gas emissions. Since the 1990s, the international 

market of pollution has rapidly expanded. In 2006, carbon-trading markets grew to $30 
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billion, three times larger than the previous year ( But what does it mean to trade 

pollution? And what exactly does this market look like?  

Market-based mechanisms are used to get industries to cut emissions using the 

economic incentive of buying or selling emissions credits. Much like a commodities 

market, carbon dioxide, nitrous oxide and other greenhouse gases are traded in the form 

of credits. Companies that are able to stay below their government/industry-set emissions 

levels are able to accumulate emissions credits. Those credits can then be sold to other 

companies. This typically occurs when a well financed company is able to reduce their 

own emissions through cleaner emissions technology. Companies that cannot afford new 

emissions-reducing equipment are able to buy credits on a pollution market. This enables 

the company to meet their set environmental standards without having to front the cost 

for new cleaner emissions technology. Also, the companies that are in the position to sell 

credits make a profit.   

Various schemes have been set up to trade pollution. Although the United States 

is widely criticized for its contribution to pollution and lack of accountability in cleaning 

up pollution, the United States implemented the first pollution trading schemes. Under 

the second Bush administration, there was a push for market-based greenhouse emissions 

reduction (Schmidt 2001).  

The Acid Rain Program for sulfur dioxide emissions was started in 1995 (James 

& Fusaro, 2006). An average of $3 billion of Sulfur Dioxide allowances are traded each 

year. The Nitrogen Dioxide trading program allocates each company emissions 

allowances based on its baseline emissions output. The companies can then “decide to 

reduce emissions at some or all of the facilities or purchase additional allowances to 
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cover the emissions that exceed the allocated allowances” (James & Fusaro, 2006, p. 62). 

This only occurs during the summer months when the most environmental damage 

occurs. The prices of emissions credits vary widely based on demand. During the summer 

of 2004 in the Houston/Galveston area, allowances traded for as much as $40,000 per ton 

(James & Fusaro, 2006, p.5).  

Besides bilateral trading, from company to company, the majority of pollution is 

traded in open markets. Traditional futures markets have traded pollution; however, in 

recent years, specific markets have been established to trade pollution. One such market 

in the U.S. is the Chicago Climate Exchange (CCX), which was opened on December 12, 

2003 (James & Fusaro, 2006, p. 103). According to the CCX website, the “commodity 

traded at CCX is the CFI contract, each of which represents 100 metric tons of CO2 

[Carbon Dioxide] equivalent” (http://www.chicagoclimatex.com/content.jsf?id=82). 

Through independent third-party verification system members of the CCX agree to have 

their greenhouse emissions monitored for the right to participate on the exchange. 

Members of the exchange include electric companies, manufacturing companies, 

municipalities, universities, transportation companies and other entities that find a need to 

sell or buy emissions credits. Six different greenhouse gases are exchanged via an 

electronic platform. 

European Union countries that signed the Kyoto Protocol are required to reduce 

emissions by 8% below their 1990 levels by 2012. In 2005, the European Union 

Emissions Trading Scheme (EUETS) was developed to meet the Kyoto Protocol 

environmental regulations. Through the EUETS emissions credits are traded. One metric 

ton of carbon dioxide emissions equates to one emissions credit. Similar to the American 
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credits the prices have fluctuated. In 2005, credits ranged from 5 Euros per metric ton to 

30 Euros per metric ton. On average credits cost 20 Euros per metric ton (James & 

Fusaro, 2006).  

Traded bilaterally, from company to company, or on an open market, emissions 

markets are appealing for a number of reasons. First, it can be quite profitable for 

companies that sell emissions credits. In essence, companies that are able to sell credits 

are making profits from the credits without putting any additional energy into making 

them. Second, for those companies that cannot keep up with environmental standards, 

buying emissions credits is the most cost-effective way to meet environmental 

regulations. Third, participation in emissions trading helps in giving a company an 

environmentally friendly image.  

The organic agriculture market is another prime example of the emergence of a 

widely successful relatively new market, which exists within the parameters of the 

traditional capitalist market. Organic foods have increased in popularity among 

consumers looking for healthy alternatives to food produced without the use of what are 

perceived to be environmentally and physically hazardous pesticides and chemicals.  

Organic foods have the added appeal of being traditionally grown by small farmers in 

natural settings.  

For the past thirty years, organic standards have been developed and refined 

through national and international legislation (Raynolds, 2006). The organic advocacy 

organization, the International Federation of Organic Agriculture Movements (IFOAM), 

was established in 1972 to promote uniformity in worldwide organic standards and to 

help market organic goods (Raynolds, 2006). In the United States the Organic Food 
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Protection Act of 1990 helped to further standardize organic practices and the marketing 

of the certified organic label helped to boost sales of organic goods. The United States 

and European Union are the largest suppliers of organic goods, selling an estimated $25 

billion worth of goods in 2003 (Dimitri & Oberholtzer, 2005, p.2).  

The sale and demand of U.S. grown organic goods have increased considerably 

with consumer demand increasing by least 20% every year since the 1990s (Kortbech-

Olesen, 2005, p.1-2; Dimitri & Green, 2002, p. iii). The demand for organic milk was 

10% greater than the supply in 2006 (Dimitri & Green, 2002). To supply this increased 

demand, there has been a substantial increase in the number of farms that grow organic 

goods. In the United States, the number has increased from 3,000 in 1993 to 9,000 in 

2004 (Fromartz, 2006, p. 106). Including uncertified organic farms, there is an estimated 

total of “15,000 to 20,000 farms that use organic farming methods” (Fromartz, 2006, 

p.106). This trend in the number of organic farms is quite impressive given that the 

number of conventional farms in the United States is shrinking9.   

The consumers of organic goods have expanded. Recent data indicate that core, 

mid-level and peripheral groups of organic buyers have emerged in the market (Demeritt, 

2009). With more outlets selling organic goods, it appears that some consumers (mid-

level and peripheral) buy select organic goods, such as dairy. The core purchases a wider 

variety of organic goods. The diversity of organic buyers should be viewed as a strength 

of this market. There is not one group that dictates growth of the market but rather 

several that contribute to its overall growth. This diversity is also evident in the fact that 

                                                
9 As a general trend there are less family run and small-scale farms in the United States.  
Before World War II 23% of the U.S. population farmed while in 2006 1% of the 
population farmed (Fromartz 2006).   
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the majority (52%) of organic buyers in the U.S. have a household income of less than 

$50,000 (Demeritt, 2009). This indicates that organic goods are not exclusively being 

purchased by the affluent but are also being purchased by average U.S. households.  

The strong demand for organic foods is drawing large established companies into 

the organic foods market. The market has grown to the point that today more organic 

food is sold in conventional stores than in specialty health stores (Dimitri & Green, 2002, 

p. iii). A large contributor to the move from specialty health stores to large grocery chains 

is the mainstreaming of the organics market by big corporations. Corporate acquisitions 

of small organic businesses by big corporations such as General Mills, Kraft Foods, 

Coca-Cola, Nestle, Colgate-Palmolive and M&M Mars Candy make up the largest 

segment of the organics industry. In 2006, Wal-Mart, the largest retailer in America, 

introduced its own line of organic food and clothing. With the advent of big corporations 

in the market, there has been an expansion in the production of organic goods and the 

mass marketing of goods in venues where organic goods traditionally were not prevalent, 

such as large chain grocery stores and large retail stores. The number of consumers that 

purchase organic foods has increased as organic goods can now be found in these wider 

venues and for lower prices. With lower prices and wider recognition, the sales of organic 

goods continue to soar.  

Despite the growth of the organic market, the mainstreaming of the market is not 

without its drawbacks. The entrance of big corporations into the organic market has been 

criticized for deflating and sidestepping many of the traditional organic ideals and 

standards. Traditional organic farming typically revolves around the ideals of sustainable 

agriculture, namely farming that maintains the natural environment and therefore is 
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usually small-scale and labor intensive. Big businesses are typically less interested in 

these ideals and more interested in making profits. Walmart has been successful largely 

due to its tactics of sourcing goods from places where they are cheap, such as China, and 

selling these goods less expensively than their competitors. Small retailers cannot offer 

these low prices and are forced out of business. Small-scale organic producers now have 

to compete with this big business model.   

An indication that small organic producers are suffering because of big 

corporations in the market is the increased homogeneity of the market. That is to say, 

despite the increasing size of the organics market, a small number of companies/growers 

are controlling most of the market share. In California, 2% of the organic farms, which 

equates to “about 27 growers, account for half of all organic sales in the state in the mid-

to-late 1990s” (Fromartz, 2006, p. 72). Traditional small-scale organic farms and organic 

companies are selling their businesses to larger companies or are being run out of 

business completely.   

In the Global South the problem is exacerbated. At first glance, farming 

techniques, namely small scale and labor intensive, of farmers from the Global South 

appear to be ideal candidates to profit from organic farming. Increasingly organic 

products are being sourced from outside of North America and Europe. In fact, most 

organic commodities now come from Latin America (Raynolds, 2006). However, many 

small-scale organic farmers in the Global South are unable to enter this market due to the 

high cost of organic certification10. It is estimated that organic certification for a small-

                                                
10 The high cost of organic certification and the cost incurred during the organic 
conversion period  
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scale farmer absorbs “up to 5 percent of sales returns” (Raynolds, 2006, p.57). 

Commodities cannot readily enter Northern markets without some type of official organic 

certification. Big corporations, such as Wal-Mart, are therefore at a distinct advantage in 

having the resources to fund organic certification in the Global South. Therefore, big 

corporations are gaining considerable ground in the organics market of the Global South.   

Another problem is that since their entry into the organics market, big 

corporations have challenged the stringency of the standards of the market. In an effort to 

maximize profits, companies that are transitioning to organic have been known to 

sidestep organic rules by saturating the land with pesticides directly before the official 

organic transitioning period begins (Fromartz, 2006). The definition of what actually 

constitutes an organic food product has also been tested. The Organic Trade Association, 

which represents many large organic businesses, successfully lobbied to pass the 2006 

Agriculture Appropriations Bill, which permits certain synthetic substances in the 

preparation, processing and packaging of organic foods.   

Balancing the newer big organic corporations approach with the traditional 

organic ideals of small sustainable businesses is clearly a tension in this market. An 

organic consultant sums up the dilemma well in his assessment of the large organic 

company Earthbound: 

They’re good stewards of the land and the environment…but they’ve also 
put a lot of organic farmers I know out of business with their marketing 
practices.  They overproduce and sell crops cheap and have been doing 
that for the last ten years they’re highly reluctant to recognize it as a 
problem. (Fromartz, 2006, p.140) 
 
As can be seen in the trading of pollution and the rapidly growing organics 

market, new markets can literally rise from ashes and from the earth if there is a demand. 
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Ethical concerns (in these cases for environment and health) can be intertwined in 

markets but not without potential tensions. Fair Trade is similar to these markets because 

of its emphasis on ethics, in its case the ethical treatment of producers as well as the 

environment. The Fair Trade market has the potential to mirror the growth patterns that 

are evident in the market for pollution and the organic goods market (in fact, many Fair 

Trade commodities are also organic). Chapter V discusses how the balancing of ideals 

with business choices is strikingly similar in the North American Fair Trade market.   

Neoliberal policies of development have not delivered their trickle-down 

promises. International loans and structural adjustment programs supposedly developed 

to help poor countries trade their most valued resources typically have failed miserably 

and resulted in unprecedented amounts of debt. The gap between the wealthy and poor 

(domestically and internationally) is widening instead of decreasing. National and 

international agencies are now looking for new ways to address poverty and the myriad 

resulting social problems. As a consequence, research on the Fair Trade market is timely, 

given the interest of practitioners and scholars for alternative means of promoting 

development and alleviating poverty. For example, as a part of the United Nations' 

Millennium Development agenda for eradicating poverty, non-traditional approaches 

such as microfinance and forms of “trade not aid” are being advanced (Nicholls & Opal, 

2005, p. 26). 

Microfinance  

Microfinance offers banking, credit, savings or other financing services to poor 

individuals or cooperatives that normally do not qualify or have access to traditional 

banking systems. The vast majority of microfinancing involves granting small loans with 
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low interest to poor entrepreneurs. Although microfinancing, in some form, has been 

around for many years11, recent initiatives have propelled microfinance to the forefront of 

many development proposals and local projects worldwide. Relatively low default rates 

and the financial growth of borrowers have caught the interest of traditional banks, such 

as Citigroup, HSBC Bank and Deutsche Bank. A recent World Bank report indicates that 

global access to banking is positively related to higher incomes for the poor (Thorsten, 

Demirguc-Kunt & Peria, 2005). In other words, financial services such as access to loans 

and savings accounts stimulate economic development. 

Microfinancing has become increasingly popular and widely acknowledged as a 

viable form of development (Versluysen, 1999, pp. 39-60). From a liberal perspective, 

microfinance is seen as an effective means to help the poor by directly putting money 

into their pockets. From a conservative perception, microfinance serves as means for the 

poor to engage in self-sustaining work.   

There are several indicators of the growth and success of microfinance. First, the 

number of poor served by microfinance has increased substantially in the past two 

decades. According to Hulme and Arun (2009) “by the early twenty-first century tens of 

millions of people in more than one hundred countries were accessing services from 

formal and semi-formal microfinance institutions (MFI)” (1). The seminal MFI, the 

Grameen Bank, has increased number of borrowers substantially in recent years. In the 

first twenty-five years, it gave loans to 2.5 million borrowers. Between 2001 and 2004 it 

took on an additional 2.5 million borrowers and expanded the number of branches to over 

                                                
11 Forms of microfinance are evident across the globe.  Microcredit as it is known today 
usually refers to the specific practice of granting small loans to poor entrepreneurs.   
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1700 (Hulme, 2009, pp.168-169). The Grameen model has been replicated extensively in 

developing nations and begun to spread to the developed world.12  

Second, the results of the United Nations Capital Development Fund’s (UNCDF) 

International Year of Microcredit 2005 indicate an increase in the awareness of 

microfinance. The UNDCF established the Year of Microcredit as a tool to help support 

the United Nations Millennium Development Goals. Specifically, the UNDCF sought to 

“increase public awareness and understanding of microcredit and microfinance; to 

support sustainable access to financial services; and to encourage and establish 

innovation and partnerships among the many institutions participating in microfinance 

activities” (International Year of Microcredit 2005: Final Report, 2006, p. v). Academics, 

government officials, financiers, students and celebrities held meetings, participated in 

forums and gave presentations that highlighted the successes associated with 

microfinance. These groups also investigated the areas of microfinance that needed 

further development. The year cumulated with the Global Microentrepreurship Awards 

which acknowledged successful microfinance recipients. The goal of the Year of 

Microcredit was two-fold. First, it brought large-scale public attention to microfinance. 

Second, the forums and conferences brought the best practices of the industry to the 

forefront. They also brought to light the clients that were being served and those who 

were not. From these meetings, it became clear that the demand for microfinance was 

strong across the globe.   

                                                
12 For a complete list and profile of where Grameen bank branches are located, go to 
http://www.grameenfoundation.org/ .   
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However, it was also noted that in order for microfinance to serve the demand of 

“unbankable” poor individuals, the MFIs must adopt a self-sustaining organizational 

model. Microfinancing takes two basic approaches: a poverty-lending or a financial 

systems approach (Robinson, 2009). MFIs that apply a poverty-lending approach provide 

credit as well as other services, such as training, education, housing aid, and other forms 

of complementary aid to borrowers. Funds for poverty-lending MFIs largely come from 

donors and government support. MFIs that follow the financial systems model focus their 

efforts on producing a profit in order for the MFI to be self sufficient and therefore able 

to promote “widespread client demand” (Robinson, 2009, p.55). MFIs that adopt the 

financial systems approach have faired better than those that adopt the poverty lending 

approach (Robinson, 2009). Comparatively, MFIs subsidized by donors and other sources 

fail at higher rates than those that are funded mainly from the borrowers. Also, the 

number of clients tends to be lower for the poverty-lending approach MFIs. Grameen 

Bank initially took a poverty-lending approach; however, in 2001, as a means to reach 

more clients, it adopted the financial systems approach (thus doubling its clients over 

three years). Increasingly, MFIs are adopting the financial systems approach which is 

increasing the number of poor and underserved entrepreneurs with access to credit. This 

also highlights that microfinance can and in fact does work best as a self-sustaining 

enterprise.   

Third, microfinance is reaching the poor in pockets that have not been tapped 

before. Specifically, poor entrepreneurs in the informal economy are served by MFIs. 

Globally many poor people work outside of the formal sector. Street vending, home 

workshops, and peddling are common ways in which the poor attempt to make a living. 
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Traditionally, governments have either seen these informal workers as dysfunctional to 

the society or have ignored them entirely (Robinson, 2009, pp.48-49). MFIs tap into the 

informal economy by working with these entrepreneurs through providing capital which 

can grow business and potentially bring them into the formal economy (e.g., money for 

licensing, etc.).  

However, microfinance alone is not enough to eradicate poverty. Poor 

entrepreneurs need a viable market where they can sell their goods and services for a fair 

price and a livable wage. This study investigates whether or not Fair Trade has the 

potential to provide such a market. 

Non-Governmental Organizations (NGOs)  

Another important element to the growth of the Fair Trade market is the growth of 

Non Governmental Organizations (NGOs). Some NGOs have been pivotal in promoting 

Fair Trade. Taking a grassroots approach, NGOs often work with villages, cooperatives 

and other groups on a local level. Fair Trade appears to fit well into the NGO model of 

working with the poor. NGOs such as Oxfam America, Lutheran World Relief and 

Catholic Relief Services have helped to facilitate and promote Fair Trade through their 

Fair Trade campaigns. Other NGOs, in the course of their work in poor communities, 

help to facilitate the meeting of Fair Trade businesses with potential Fair Trade 

producers.  

Historical Origins 

In order to understand the current condition of the Fair Trade market, it is 

important to gain a historical perspective of the movement/market. Grassroots 
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community groups, especially religious groups, have been pivotal in advocating for the 

advancement of Fair Trade in North America. Fair Trade first began in North America 

with the Christian outreach work of the Mennonite and Brethren churches in the 1940s 

(Grimes, 2005, p. 238). Mennonite missionaries came into contact with artisans and 

producers. North American-based stores, church and catalogue sales were established to 

get artisans' goods to the North American market. Until fairly recently, sales of Fair 

Trade goods remained minimal and restricted to sale through mostly religious outlets. 

The 1990s saw intensification in the globalization of markets. In general, 

FairTraders began to look beyond their local communities and began to make a shift 

towards running “niche” businesses that could compete and survive in the wider global 

market. Several Fair Trade businesses, such as SERRV International and Ten Thousand 

Villages, made market-friendly name changes and modified their organizational 

structures. Since these changes, many new shops have opened and business has 

increased. The shift from a small-scale religious-based approach to a wider market-based 

orientation has dramatically reshaped some of the faces involved in the Fair Trade 

market. Sharp variations in the ideological orientations of Fair Trade businesses are 

evident. This shift and its accompanying effects are discussed in detail in Chapter IV. 

Also, Fair Trade businesses have become formally organized into umbrella 

organizations. In 1989, the International Federation of Alternative Trade (IFAT) was 

created to help regulate and support Fair Traders and producers (Grimes, 2005, p. 238). 

Later, in 1992, the Fair Trade Federation (FTF) was established to support and help to 

organize Fair Trade producers in North America8. Currently there are approximately 200-

plus members of the FTF including producer groups, retail stores, wholesalers, and mail 
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order and online catalogues. Together, they compose the vast majority of the institutional 

framework of this market in North America.   

Scholarly research on Fair Trade is relatively limited. Most published studies tend 

to center around core studies, usually of Fair Trade commodities (coffee, cocoa, 

bananas). These studies tend to deal with one of two themes: the various direct impacts or 

benefits to producers or, to a lesser extent, the sustainability and structure of the Fair 

Trade. Also, several studies critique the efficacy of the Fair Trade model of trading. Each 

of these areas of the Fair Trade literature will be discussed in turn. 

Numerous studies focus on the benefits of the Fair Trade market for its 

participants. Fair Trade scholarly literature on the benefits of Fair Trade can roughly be 

placed into one or more of the following categories: economic benefits to the producers 

and their community, benefits to female producers, and the benefits of Fair Trade over 

the traditional free trade market. The following is a review of several studies that 

investigate these benefits. 

Several studies stress that Fair Trade is not only beneficial at the micro or 

individual level, but also that it benefits the macro or larger society (family and 

community). In a study of Fair Trade coffee producers in Mexico and Central America, 

Murray, Raynolds, and Taylor (2003) found that Fair Trade benefited producers as well 

as their families, communities and the cooperative organizations to which they belong. 

Specifically, the authors find that producers benefit from Fair Trade because they gain 

greater access to credit (through their affiliation with Fair Traders), greater economic and 

social stability from higher fair wages, training in the improvement of coffee farming 

skills, networking opportunities with other cooperatives and other coffee buyers, and 
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increased self esteem through a renewed pride in coffee farming (Murray, Raynolds, & 

Taylor, 2003). 

Further, Fair Trade coffee production provides the producers’ families and 

communities with stability that is not often guaranteed by the traditional coffee market. 

Specifically, Fair Trade coffee producers have more reliable and higher wages than 

traditional growers and, as a consequence, coffee growers and their family members do 

not have to leave rural areas to look for work in the city. Migration to the city has had an 

increasingly detrimental impact on families. Through Fair Trade, coffee growers can 

provide for their family and stay at home, keeping families intact. Inevitably, the 

community also benefits from this stability. In the Fair Trade coffee cooperative the 

authors find that money was set aside for community projects. The building of latrines, 

fuel-efficient stoves, and pharmacies are just some of the projects that the cooperatives 

have established for community betterment.  

Further, there is evidence that the coffee growing cooperatives themselves 

benefited from Fair Trade. Cooperative members work together to maintain Fair Trade 

certification and help other cooperatives, thereby helping to secure the financial benefits 

of selling Fair Trade goods. 

Ronchi’s study also investigates the benefits of Fair Trade market participation 

for producers. Her research and interviews with members of nine coffee cooperatives in 

Costa Rica that produce Fair Trade coffee reveals that Fair Trade producers received an 

estimated 39% higher income from coffee as compared to non-Fair Trade producers in 

the area (2002, p. 10). Farmers indicate not only an increase in material security through 

membership in their respective coffee cooperatives but also an increase in a sense of 
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long-term security. Ronchi credits this increased security to the existence of the stable 

cooperatives that bring technology and the global market to producers through their 

participation in Fair Trade. 

Females produce most Fair Trade handcrafted goods. Fair Trade is often credited 

for greatly assisting these women. In a cooperative of women in a squatter settlement 

outside of Guatemala City, Rosenbaum finds that the exportation of Fair Trade handcrafts 

provided financial and social empowerment (2000, p. 85). Specifically, Fair Trade craft 

production provided much needed financial assistance while still allowing the women to 

perform their traditional domestic and child care duties. Socially, Rosenbaum finds that 

“working side by side with other women, and creating a forum to express their ideas and 

work on their personal problems, UPAVIM women are becoming stronger, gaining 

control, and transforming their lives” (p. 86). MacHenry (2000) also finds that women 

producers in Nepal benefited financially and socially from their participation in the Fair 

Trade market. Low-caste women engaged in the Fair Trade market are redefining social 

perceptions of the Nepalese poor. 

Lynd (2000) points out that while female handicraft producers benefit financially 

from Fair Trade there is a lot of room for further improvement. Lynd emphasizes that 

“there are still many women who are plagued by fear and have yet to learn how to 

critically examine their lives and the macro-level structures in which they are situated” 

(p. 81). Further, there is evidence that for women who produce Fair Trade commodities, 

their market participation produces increased burdens on them (Nicholls & Opal, 2005, p. 

207). For example, many women working in crop production must tend their crops while 

still performing their many household duties. 
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Several studies focus on the specific advantages of Fair Trade over traditional free 

market trade. In his research of a Fair Trade coffee company, Fores Trade Inc., Snyder 

found that Fair Trade coffee growers benefit from the Fair Trade market more than from 

the traditional free market coffee market. 

Through interviews with leaders at Fores Trade and with other individuals 

involved in the Fair Trade coffee market and document reviews, Snyder assesses the 

economic, social and environmental impact of Fair Trade as practiced by Fores Trade 

(Snyder, 2003, p. 34). From Snyder’s analysis, the author concludes that “the data 

analysis, while not showing that outcomes are 100% positive for Fair Trade as practiced 

by Fores Trade, Inc. (FT) does show an overall balance of outcomes which supports the 

conclusion that Fair Trade produces more positive outcomes than free market economics” 

(p. 46). Specifically, Snyder finds that Fair Trade is more beneficial than the traditional 

market in its protection of the environment, providing a living wage for prices paid for 

coffee, consideration of labor rights (through requiring democratically arranged 

cooperatives), promotion of community and cultural integrity, more balanced power 

relations between coffee producers and the Alternative Trade Organization (ATO), and 

through increased access to the global markets for producers (p. 46).  

In Tarmann’s (2002) analysis of the benefits of the Fair Trade market over the 

free trade market, Fair Trade businesses (as well as NGOs) are working to try and change 

the normative structure of trade (p. 3). While still emerging, Tarmann credits Fair 

Traders for making inroads in changing the norms of global trade. The norm that Fair 

Traders are advocating is (at minimum) a fair price for the goods produced. This runs 

contrary to the widely accepted neoliberal norm of trickle-down economic policies. 
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Based on interview data from key members in the Fair Trade coffee industry, Tarmann 

concludes that while the vast amount of the coffee market does not involve Fair Trade, 

those coffee producers who do participate in Fair Trade benefit enormously from their 

participation. 

Some studies have focused on the benefits of the grassroots organization of Fair 

Trade as compared to that of the traditional market. The neoliberal-influenced free 

market works from a top-down or trickle-down model. The Fair Trade model works from 

a bottom-up or grassroots approach to the international level. Some researchers find that 

this grassroots model helps to breaks the dependency cycle and the exploitative 

relationship between producers of the Global South and the Global North. Through Fair 

Trade, producers are empowered by “direct access to markets with which they otherwise 

would never have had contact” (Grimes, 2005, p. 243). Fair Trade businesses provide this 

crucial middleman linkage for producers to get their goods to market. Whereas, in the 

traditional market, middlemen tend to exploit producers, Fair Traders characteristically 

do not. Fair Traders often work with producer cooperatives. These cooperatives are often 

locally run and democratically organized. Normally “voiceless” individuals, such as 

women and the poor, are given a chance to actively take part in the managing and growth 

of their livelihoods beside the Fair Traders. 

These studies of the benefits of participation in the Fair Trade market reveal that 

Fair Trade truly has the potential to improve the lives of people in the Global South. 

However, it is also important to investigate the structure of the Fair Trade market to 

ascertain if it has the sustainability to provide an alternative model of trade. 
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Market Sustainability and Structure 

Some scholarly literature on Fair Trade investigates not only the benefits of Fair 

Trade per se, but also the organizational structuring of the Fair Trade market. Barratt 

Brown examines the history of the unequal trading relationship between the Global South 

and Global North. He questions if there is an alternative means of trading within the 

traditional market. According to Barratt Brown (1993), the Fair Trade market is 

structured so that it presents an alternative by bringing the producer to the consumer (p. 

158). This is done in part through the use of Fair Trade networks. Fair Traders’ and 

producers’ relationships are typically characterized by horizontal rather than vertically 

organized networks. In other words, there is an effort on the part of Fair Traders for a 

dialectical relationship between producers in the decision making process13. At the 

forefront of the Fair Trading relationship are “the principles of equality, fair exchange, 

reciprocal benefits, mutual respect and the avoidance of corrupt practices” (Barrtt Brown, 

1993, p.166); conversely, these networks of equality must function within the existing 

mainstream market and therefore; in order to sustain themselves, it is suggested that Fair 

Traders must reach out and gain the support and recognition of international development 

agencies. 

Nicholls and Opal (2005) explore the balancing act of the Fair Trade market’s 

dualistic role as being both a part of and outside the traditional market. In other words, in 

order to obtain returns to producers and artisans, Fair Traders must bring goods to the 

international market (in the market), at what is deemed a fair price (against the market). 

Nicholls and Opal characterizes this as a “critical tension” (p. 13). There is an attempt to 

                                                
13 This dialectical relationship is examined in detail in chapter 4.   
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construct a cooperative mutually beneficial relationship between members of the Fair 

Trade supply chain while at the same time relying upon the neoliberal-influenced market 

as a means of making money. 

The authors argue that this indeed can be accomplished given the growing number 

of Fair Trade certified commodities, increasing sales figures from these commodities and 

the increased presence of the “ethical consumer” worldwide (p. 20). It is suggested that in 

order for Fair Trade to flourish and to become a “sustainable and scaleable commercial 

model,” it is further necessary for mainstream businesses to engage in selling Fair Trade 

goods (Nicholls & Opal, 2005, p. 13).  

Focusing exclusively on Fair Trade coffee, Levi and Linton (2003) investigated 

the issue of over-supply on the sustainability of the Fair Trade market. They pointed out 

that there simply are not enough Fair Trade buyers; therefore, although their returns are 

most likely low, farmers sell the remaining crop in the traditional market. In order to get 

consumers to purchase Fair Trade coffee (despite the presence of cheaper specialty 

coffees on the market) and thereby increasing its demand, Fair Traders must find a way to 

get the consumer to want to buy Fair Trade coffee. 

According to the authors, in Europe, the approach to getting consumers to buy 

Fair Trade coffee is to market it first as a high quality and also as a socially responsible 

choice and then sell it in for-profit mainstream business as well as in Fair Trade specialty 

shops. In the United States, the approach is to market Fair Trade coffee as a socially 

responsible product choice and to sell it mostly through Fair Trade specialty retailers. 

Levi and Linton are critical of this later marketing and organizational choice and believe 

that this approach will not produce a sustainable market in the U.S. In their research of 
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Fair Trade coffee sellers and consumers in Seattle, they found that the quality of the 

coffee is much more important to consumers (even ethically minded consumers) than the 

social responsibility of the product. Therefore, they suggest one way to strengthen the 

sustainability of the Fair Trade market is to sell Fair Trade in mainstream businesses and 

to stress the quality of the coffee in marketing choices. 

Critiques 

Clearly, Fair Trade is not without shortcomings. Specifically, Grimes identifies 

five problem areas in alternative trade in North America: (1) the fair trade market is not 

large enough to absorb the number of artisans and producers who wish to participate, 

(2) there is not sufficient demand for Fair Trade items in North America, (3) there is not a 

clear distinguishing label on all Fair Trade products, (4) the technical skills of producers 

and artisans are not always suitable to the global market, and (5) there are a limited 

number of North American sale outlets. These problem areas hinder the growth of the 

Fair Trade market in numerous ways (Grimes, 2005, 244-246). 

Wise and Calo (2005) find the premiums11 granted from Fair Trade coffee 

farming to be beneficial; however, they also indicate that the demand for premium Fair 

Trade coffee poses several problems to the sustainability of the Fair Trade coffee market. 

Throughout the coffee market there is a demand for high quality and organic coffee. Most 

Fair Trade coffee is organic in nature.  However, it takes three years to convert traditional 

land to organic and the certification process can be quite costly (Wise & Calo, 2005). 

This creates a conversion period which causes an economic strain for many already 

impoverished coffee farmers. Wise and Calo find that the coffee cooperatives and Fair 

Traders work to supplement the losses during the transition process in order to maintain 
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the farmers’ participation the Fair Trade market. However, those farmers who are not 

organized into cooperatives working with Fair Traders (which is the vast majority of 

small-scale coffee producers) often are not offered the opportunity of cost of conversion. 

In effect, this excludes most coffee growers from the Fair Trade market. 

Wise and Calo also point out that the Fair Trade coffee prices can fall (and have 

fallen) below the traditional coffee market prices. Fair Trade coffee prices are usually set 

at the beginning of the year.  Since the 1998 deregulation of the coffee market, organic 

and non-organic coffee prices vary wildly at times. The traditional organic market coffee 

prices have at times exceeded the Fair Trade organic prices. This causes the Fair Trade 

farmers to be in a position whereby they are locked into the lower return market, if only 

temporarily. 

Others criticize the legitimacy of Fair Trade as a sustainable form of business. 

Some assert that Fair Trade businesses rely too heavily on volunteers and non-traditional 

means of sustaining themselves (Pryor, 1999). Further, Fair Trade is believed to be a 

reactionary form of development. From this perspective, Alternative Trading 

Organizations (ATOs) are attempting to impose fairness into the inherently unfair 

capitalistic system that over the long run simply cannot be done. Also, implicit to many is 

the sense that within the Fair Trade market there is a wide diversity of viewpoints (as to 

the direction the Fair Trade market should take) and conflicts of ideology among Fair 

Trade advocates. These differences may possibly cause a rift in the overall stability and 

growth of the entire Fair Trade market. These possible conflicts must be taken into 

account in an objective appraisal of the significance of the Fair Trade in today’s 

globalized market. 
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How does the literature add to our understanding of the sustainability and 

structure of the Fair Trade market? Overall, this literature does not adequately address 

how the entire Fair Trade market actually functions. In other words, one would not look 

at just the U.S. automotive industry to understand the entire U.S. economic market. 

Literature on the Fair Trade market tends to be narrowly focused on one aspect of the 

market, thus leaving the reader without a clear sense of how the entire market functions. 

Clearly, there is a need to tie together the different parts of this rapidly growing market 

and determine how they function as a whole and what is effective in promoting a 

sustainable alternative market. The following chapters will address this shortcoming.   
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CHAPTER III 
METHODOLOGY 

 
This chapter describes the methodology followed in the study. The major purpose 

of this study was to investigate the sustainability of the North American Fair Trade 

market. To assess whether Fair Trade is a sustainable alternative to more traditional and 

established markets, data were collected on the global Fair Trade market and interviews 

were conducted with several Fair Trade business owners.   

Design 

It is conceptually useful to characterize Fair Trade in North America in terms of 

two different tiers of organizations: umbrella and wholesalers/retail tiers. The first (top) 

tier of Fair Trade is composed of the umbrella associations that help to support and 

facilitate Fair Trade. Associations such as the Fair Trade Federation (FTF) and the  are 

representative umbrella organizations. Statistical and organizational information was 

collected from these umbrella organizations. These data illustrated the number of outlets 

available for Fair Trade goods to reach the market, established the rate of growth of 

member businesses, and presented a general picture of the financial state of Fair Trade. 

The second tier is composed of the actual sellers of Fair Trade goods. These Fair 

Trade businesses sell Fair Trade products wholesale or retail14. Wholesalers serve as an 

essential chain in the distribution of Fair Trade goods, as they tend to sell to other Fair 

Trade outlets as well as non-Fair Trade stores. From Tallahassee to Montreal and 

Spokane to Berkeley, retail Fair Trade establishments can be found online and in shops 

across North America. Data collected from this tier of wholesalers and retailers provided 
                                                
14 “In 2003, wholesales accounted for 63% of the total gross sales for FTF and IFAT 
members.  Retail sales accounted for 37%” (2005 Trends Report, 2005, pg. 16).   
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insight into the extent to which Fair Trade has penetrated regional and local markets 

throughout North America. 

The second tier consists of businesses that sell only Fair Trade goods. The 

criterion used to select sample participants was based upon membership in the Fair Trade 

Federation (FTF), the largest North American Fair Trade organization. In order to hold 

membership in the FTF, businesses must follow basic standards in how they source their 

goods and conduct their businesses. Businesses that do not follow these principles all of 

the time are not eligible for membership in the Fair Trade Federation (e.g., Starbucks and 

Wal-Mart are not eligible).   

Sample participants were initially selected using probability sampling. Past data 

collected from the FTF indicates that 34% of FTF sales are from coffee. Coffee is the 

single largest grossing Fair Trade product. The remaining 66% of sales are from non-

coffee goods such as handicrafts and jewelry. Given that coffee accounts for more than 

one-third of sales, a sample of 34% coffee businesses was sought and the remainder of 

the sample was drawn from non-coffee businesses.   

Once categorized as either primarily coffee sellers or non-coffee sellers, potential 

sample participants were selected at random. Potential participants were solicited for 

participation in the study via email. The email indicated the purpose of the research study 

and requested their participation in the study. If an email confirmation was not received 

within a week, a follow-up phone call soliciting participation was made to the business.   

Participants were also selected based on a snowball sampling technique. Over the 

course of the data collection, I attended two major Fair Trade meetings. At these events, I 

shared my research plan with numerous business owners. Several volunteered to 
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participate in the study. These participants also suggested other Fair Trade business 

owners that may be willing to participate in the study.  This study is limited in its ability 

to generalize due to potential unintentional sampling biases.   

Subjects 

Due to several businesses declining to participate, the final sample consisted of 

23% coffee and 77% non-coffee/handicrafts businesses. The businesses sampled ranged 

in size from 1 to over 100 employees. The sample median staff size was two employees. 

Although North American Fair Trade has been around for over fifty years, most 

businesses were relatively new to the market. The majority of businesses were between 5 

and 10 years old. In sum, the average business sampled can, therefore, be considered as 

relatively young and small in size and non-coffee business were over sampled.   
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CHAPTER IV 
ANALYSIS 

 
It is conceptually useful to place the North American Fair Trade market within the 

larger context of the global economy and the global Fair Trade market. The first section 

of this chapter examines the expansion of the global economy. The second section places 

the Fair Trade market within this global economy and presents data on the global and 

North American Fair Trade markets.  

The Global Economy 101 

The global economy is largely impacted by neoliberalism. As discussed earlier, 

the expansion of technology and resources, once thought of as unattainable in some parts 

of the world, has become available across the globe. Places such as China, India, South 

Korea and other non-Western economies are increasing their shares in the global 

marketplace. However, it is not just technological innovation that connects world 

economies but an underlying neoliberal economic philosophy, specifically that of trade 

liberalization. As stated in Chapter I, trade liberalization calls for the lowering or 

dismantling of barriers to free trade. Labor, environmental and social regulations are 

considered barriers to trade that must be eliminated in order to maximize economic 

growth for businesses. Proponents of trade liberalization argue that business owners and 

workers will ultimately benefit from this arrangement because the economic growth of 

businesses will result in the maintenance and creation of jobs.  

Trade liberalization as the dominant economic policy is supported by international 

organizations and trade agreements. The World Bank, the International Monetary Fund 

(IMF), and the World Trade Organization (WTO) as well as various free trade 
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agreements have played crucial roles in spreading trade liberalization since the mid-

twentieth century.   

The World Bank and IMF were both formed in 1944 to help rebuild post-World 

War II Europe and to help stabilize the global economy. Today, members from wealthy 

nations, such as the United States, Great Britain, Germany, France and Japan largely 

shape the governing decisions of these organizations. The IMF was designed to provide 

loans to countries to develop their economies as well as to pay off private creditors. The 

World Bank was designed to provide assistance with planning and funding development 

projects. Both organizations require the countries that they do business with to undergo 

structural adjustments that, in essence, entail the liberalizing of some aspects of their 

economies and the promotion of the free trade market.  

The General Agreements on Trade and Tariffs (GATT) was established after 

World War II to help negotiate the details of international trade. As more corporations 

engaged in international trade, the need arose for a fixed body that could quickly 

negotiate trade issues. In 1994, GATT was replaced by the WTO. The WTO functions to 

settle international trade disputes and plays an important role in shaping public policy 

concerning trade. For example, the WTO’s pro-free trade market stance has been 

influential in shaping public policies in favor of the free trade market.  

Free trade advocates argue that the reduction of trade barriers has brought capital 

to the developing world. The amount of capital to the developing world increased from 

$1.9 billion in 1980 to $120 billion in 1997 (Weller & Hersh, 2002). Studies indicate that 

under trade liberalization, the overall lives of the world’s poor have improved (Weller & 

Hersh, 2002). However, Weller and Hersh point out that those outlying cases of 
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improvement heavily skew this data. Specifically, the growth in China and India makes 

an erroneous “connection between greater deregulation and falling poverty and 

inequality” (2002, p. 61). They argue that while many Chinese have benefited from 

China’s economic growth: 

a large number of China’s workers labor under abhorrent, and possibly 
worsening, slave-or prison-labor conditions. This not only means that 
many workers are left out of China’s economic growth; it also makes 
China an unappealing development model for the rest of the world. 
(Weller & Hersh, p. 61).  
 

An authoritarian state, such as China, controls labor and working conditions in favor of 

businesses, often at the expense of workers. While the Chinese business and middle class 

has grown with the opening up of some markets, the workers that fuel the economic 

growth through their labor remain economically marginalized (Weller & Hersh, 2002). In 

China and India, the state, not the market, has taken the lead in directing what areas of the 

market are developed. In other words, in both countries, despite the opening of markets to 

trade, the state retains protectionist policies that strongly shape these markets.  

In spite of these shortcomings, free trade agreements have become popular. Free 

trade agreements have also helped to spread trade liberalization. These trade agreements 

encourage the removal of tariffs and other restrictions to trade. The U.S. Department of 

Commerce strongly favors these agreements and describes them as being “one of the best 

ways to open up foreign markets to U.S. exporters” ( http://trade.gov/fta/index.asp). To 

date, according to the Department of Commerce, the United States is involved in free 

trade agreements with 14 countries and has pending agreements with several Latin 

American countries and South Korea ( http://trade.gov/fta/index.asp). One such 

agreement that expanded trade liberalization is the North American Free Trade 
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Agreement (NAFTA). The lowering of tariffs and regulations between Canada, the 

United States and Mexico has increased the amount of trade between these countries. 

Proponents of NAFTA argue that the agreement allows for increased prosperity across 

North America with the free flow of capital and the creation of jobs. However, other data 

indicate that NAFTA has been ineffective at promoting prosperity for domestic workers 

(Faux, 2004). Specifically, NAFTA has allowed for businesses from the wealthier United 

States to shift production to Mexico. In Mexico, along the U.S. Mexican border, 

regulations of labor and the environment are less stringent. These border factories 

(maquiladoras) are profitable because of lower manufacturing and labor costs. American 

factory workers have lost jobs due to this shift15. Further, American and Canadian 

companies that remain domestically located hold the threat of moving their factories to 

Mexico. Under such pressure, some state and local governments make concessions to 

keep these businesses in the U.S. and Canada. NAFTA has also proved detrimental to 

some domestic Mexican industries, such as farming, that cannot compete with big U.S. 

agricultural corporations (Faux, 2004).   

In sum, the global economy, supported by international trade and development 

agencies and free trade agreements, has resulted in global imbalances in economic 

growth. Trade, as promulgated through the free market, has benefited select groups, but 

has economically marginalized the masses. By design, the free market is not concerned 

with promoting the equality of condition or of the larger public wellbeing.  

                                                
15 The deindustrialization of the United States factory work has been occurring since the 
1970s.  AS an overall trend, manufacturing jobs in the United States have decreased and 
service sector jobs have increased.   
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The Global Fair Trade Market 

Remarkably within this climate of “profit over people,” the Fair Trade market has 

continued to grow16. The amount and types of Fair Trade goods sold over the past several 

decades have increased dramatically. The market itself comprises an array of goods. In 

order to understand how Fair Trade is able to grow and sustain itself in this climate, an 

overview of several aspects of the global and North American Fair Trade markets 

follows.  

Governance and Regulations 

Fair Trade first developed in the United States during the 1940s. Separately, 

during the 1950s Oxfam in the United Kingdom began selling what would later be 

labeled Fair Trade goods. In the 1960s, a Dutch version of Fair Trade developed. By the 

1960s and 1970s producers in Asia, Africa and Latin America began their own Fair Trade 

organizations and made links with European and North American Fair Trade 

organizations. Fair Trade is now governed and regulated by several major umbrella 

organizations.  

A persistent concern throughout the history of Fair Trade has been how to make 

its presence known and how to make it credible. The Fairtrade Labeling Organization 

(FLO) was established in 1997 to organize and create uniformity among the various 

national certification and monitoring initiatives of Fair Trade producers 

(http://www.fairtrade.net). FLO ensures “Fairtrade standards and provides support to 

Fairtrade Certified Producers by assisting them in gaining and maintaining Fairtrade 

certification and capitalizing on market opportunities” (http://www.fairtrade.net). FLO 

                                                
16 Perhaps this has occurred as a response to the inequalities produced by the free market. 
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inspects producers to ensure that they meet Fair Trade standards17. Once a group has been 

inspected and certified as Fair Trade, goods produced by them can display the FLO mark 

of certification. Currently, FLO certifies bananas, cocoa, coffee, cotton, flowers, honey, 

rice, sugar, tea, wine and several other agricultural products (FLO 2007). The only non-

agriculture-based product that FLO certifies is sports balls. It does not certify handicrafts 

and any of the many other non-agricultural Fair Trade products on the market.  

 

Figure 1. Certified Fair Trade Producers 

 

Source: FLO 2007 

As indicated in Figure 1, globally the number of FLO certified Fair Trade 

producers has grown steadily since 2001. In 2001, there were 224 certified producers. By 

2007 there were 632 certified producers.  

                                                
17 Follow works several national certifying initiatives, such as Transfair USA, in the 
countries where goods are produced and sold to ensure that Fair Trade standards are 
being up held.    
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This increase in producers has translated into an increase in certified producer 

sales. Figure 2 illustrates that the total amount of certified sales in 2007 was slightly over 

∈2.3 billion. This is approximately equivalent to $3.1 billion. Between 2004 and 2007 

global sales of certified Fair Trade goods grew by approximately 35%.   

 

Figure 2. Certified Fair Trade Sales 

 

 

Source: FLO 2007 

The International Federation of Alternative Trade (IFAT)18 is a seminal 

international Fair Trade organization. Fair Trade producers as well as businesses and 

organizations can apply for membership to IFAT. IFAT functions to bring together the 

regionally based Fair Trade organizations, businesses and producers under one 

international body. According to IFAT: 

                                                
18 IFAT was formerly known as the International Federation of Alternative Trade. 
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Over 300 Fair Trade Organizations in 70 countries form the basis of our 
network and membership is growing steadily. Approximately 65% of our 
members are based in the South [that is Asia, the Middle East, Africa and 
South America] with the rest coming from North America and the Pacific 
Rim and Europe 
(http://www.ifat.org/index.php?option=com_content&task=view&id=9&It
emid=5).  
 
To support Fair Trade, IFAT focuses on three areas. They promote the 

development of the Fair Trade market by serving as a key link in bringing Fair Trade 

producers and businesses together to a wider market. IFAT does this by keeping a 

database of its members that is open to public view. IFAT also facilitates initiatives 

where members can exchange ideas and make business contacts. Second, IFAT functions 

to monitor and review all members to ensure that they are living up to Fair Trade 

standards19. This is done through self-assessments reports members must submit every 

two years to see if they are upholding Fair Trade principles in their business practices. A 

peer review is also conducted every two years. External verification of the self 

assessment reports is conducted at random of some of the IFAT members. Third, IFAT 

promotes Fair Trade through different advocacy initiatives. It sponsors various events 

promoting World Fair Trade Day and it works as a partner with the Fair Trade Advocacy 

Office to advocate for Fair Trade around the globe.   

In an effort to unify the Fair Trade market and to make it more recognizable and 

creditable to mainstream businesses and consumers, in 2004, IFAT introduced the Fair 

Trade Organization (FTO) Mark. Members of IFAT can display the FTO Mark on their 

products or in relation to their businesses to indicate that they following the basic 

principles of Fair Trade. In October 2005, a banner displaying the FTO Mark traveled 
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from Mumbai to various points around the globe to draw attention to the Fair Trade 

market.20 IFAT is also working to obtain increase uniformity and credibility of Fair Trade 

goods that do not have a certification process (such as textiles and handicrafts). They are 

developing the Sustainable Fair Trade Management System, which would allow for the 

standardized monitoring and certification of Fair Trade across products and locations and 

provide a uniform label (other than the FTO Mark) that will indicate to consumers that a 

product is authentically Fair Trade21. 

(http://www.ifat.org/index.php?option=com_content&task=view&id=10&Itemid=17&li

mit=1&limitstart=5).   

The European Fair Trade Association (EFTA) and the Fair Trade Federation 

(FTF) are the two largest regionally based Fair Trade organizations. EFTA consists of 

eleven Fair Trade associations from nine European countries. According to EFTA its 

goals are to  

support its member organizations [i.e. Fair Trade businesses and 
producers] in their work and to encourage them to cooperate and 
coordinate. It facilitates the exchange of information and networking; it 
creates conditions for labour division; it identifies areas of coordination 
and cooperation such as joint projects, research and systems to facilitate 
Fair trading with suppliers. (EFTA, 2006, p.1) 
 
In essence, EFTA serves as a coordinating body for Fair Trade businesses across 

Europe. Information on what is and what is not working in the Fair Trade market in 

                                                
20 In October of 2005, I attend a Fair Trade meeting in Chicago where the FTO Mark 
banner was displayed and the story of its journey around the globe was relayed to the 
meeting attendees.   
21 At this point, there is not an official certification process for Fair Trade handicrafts, 
textiles and other non-commodities. Consumers often are unaware that a product is not 
Fair Trade is it is not labeled explicitly as such. Also, the lack of uniformity in the Fair 
Trade verification and labeling process potentially creates confusion for consumers.   
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Europe is exchanged through this organization. Also, EFTA serves a crucial role in 

advocating for Fair Trade in Europe. It collects and publishes annual information on 

European Fair Trade and lobbies governments to incorporate Fair Trade into their 

policies. The most recent EFTA data indicates that the growth of the European market is 

steady.  

The Fair Trade Federation (FTF) functions similarly to EFTA; however, it is 

based in North America. Producers and businesses apply to become members of the FTF 

if they meet Fair Trade standards. There currently are over 250 members of the FTF with 

growth in membership of 30-40% a year (FTF, 2005). Members include producers and 

businesses that sell a wide range of Fair Trade goods, including commodities, 

handicrafts, jewelry and textiles. Membership in the FTF provides yet another way for 

businesses and producers to distinguish themselves as Fair Traders. Many FTF member 

businesses display the FTF logo on their products, advertisements and web pages. The 

FTF also collects data every two years on the financial growth of the North American 

market.  

While none of these organizations actually sell Fair Trade goods, together they 

provide a crucial link that attempts to establish uniformity in the Fair Trade market and 

collectively they advocate for the growth of the market. Table 1 summarizes the major 

Fair Trade organizations discussed.   
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Table 1 
 
Major Fair Trade Organizations  
 

Name Location Description 

Fair Trade Labeling 
Organization (FLO) 

Germany Umbrella organization that sets standards and monitors 
Fair Trade agricultural product certification; represents 
632 Fairtrade certified producer organizations in 58 
producing countries, representing 1.5 million farmers 
and workers. 

World Fair Trade  
Organization (IFAT) 

The Netherlands Develops, monitors and advocates for the Fair Trade 
market; 300 members in 70 countries 

European Fair Trade  
Association (EFTA) 

The Netherlands;  
Belgium 

European Fair Trade umbrella organization; covers 
eleven Fair Trade initiatives in 9 countries 

Fair Trade Federation (FTF) United States Largest Fair Trade organization in North America; 
various Fair Trade producers and businesses can join 

Products and Sales 

Globally the volume and sales of certified22 goods in recent years has increased. 

Currently, FLO certifies 18 different products. The volume of sales for the top selling 

certified goods is displayed in Table 2. Between 2004 and 2007 the volume of sales in all 

of the products increased considerably. The most dramatic increases occurred in cotton 

(911%), wine (830%), sugar (669%) and juices (449%). The steady increase in volume of 

these products is due, in part, to the increasing number of producers (e.g., cotton farmers, 

tea plantations) that became Fair Trade certified during this period. Importantly, the 

volume of coffee sales also increased substantially during this period. Coffee is the 

largest grossing Fair Trade product and dominants much of the Fair Trade market. In 

2001, there were 224 certified coffee producer organizations and by 2007 there were 632 

                                                
22 Data on non-certified Fair Trade goods, such as handcrafts and textiles, is not available 
at a global level.     
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certified producer organizations (FLO 2007). The 632 producer groups translate into 

around 1.5 million workers (FLO 2007).   

Also, during this period, the number of outlets that sell Fair Trade goods has 

increased considerably. Trends indicate that more retailers in the developed world are 

interested in selling Fair Trade goods. Most Fair Trade items are sold in Europe, North 

America and the Pacific Rim (Australia, New Zealand and Japan). Between 2004 and 

2006, the number of FLO licensed businesses increased by 67% (FLO 2007). Data in 

Table 3 indicate that American and Canadian Fair Trade retailers held almost 41% of the 

FLO licenses issued in 2006, placing North America as an important player in the fair 

Trade market.  

With more Fair Trade certified goods being produced and more outlets selling 

these goods, the sales of certified Fair Trade goods should also be robust. Table 4 

indicates that this is indeed the case. Sales of certified Fair Trade goods increased from 

∈831.5 million in 2004 to ∈2.3 billion in 2007; that translates to a 186% increase in 

sales. A large chunk of the value of the Fair Trade market comes from the U.S and the 

Canada. In 2007, they collectively accounted for 33% of the total value of the certified 

Fair Trade market. Collectively, European sales of certified Fair Trade goods also 

increased between 2004 and 2007.   
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Table 3  
 

81Number of FLO Licensees by Country  
 

Country 2004 2005 2006 

Austria 31 37 47 

Belgium 38 50 75 

Canada 124 160 185 

Denmark 10 21 33 

Finland 16 20 44 

France 72 106 158 

Germany 66 87 100 

Ireland 12 22 57 

Italy 45 45 65 

Japan 14 19 26 

Luxemburg 19 19 22 

Netherlands 36 41 47 

Norway 19 24 40 

Sweden 12 24 31 

Switzerland 32 42 45 

UK 157 193 252 

US 435 534 615 

Australia/ New Zealand 26 56 91 

Spain - 9 21 

TOTAL 1164 1509 1954 
Source: FLO 2007 
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Table 4 
Estimated Retail Value of Certified Fair Trade Products (millions of dollars23) 
 

 2004 2005 2006 2007 

Austria 19.62 32 52.12 65.15 

Belgium 17 18.75 35 43.75 

Canada 21.87 43.5 67.25 99.5 

Denmark 16.25 17.5 26.87 49.5 

Finland 9.37 16.25 28.12 43.25 

France 87 136.37 200 262.5 

Germany 71.87 88.62 137.5 177.12 

Ireland 6.25 8.25 14.5 29.12 

Italy 31.25  35 43.12 48.75 

Japan 3.12 4.25 5.12 7.75 

Luxembourg 2.5 2.87 3.52 4 

Netherlands 43.75 45.62 51.25 59.37 

Norway 5.87 8.37 10.75 22.62 

Sweden 6.75 11.62 20 53.12 

Switzerland 170 166.25 169.12 197.62 

UK 256.87 346 511.87 880.37 

US 268.25 430.12 623.75 913.5 

Australia/New  
Zealand 

1.10 3.12 9 13.5 

Total Sales $1.03 billion $1.42 billion $2.02 billion $2.97 billion 
Source: FLO 2007 

                                                
23 The original data was presented in euros.  Euros were converted to dollars using an 
average of over the past several years of 1.25 euros to every 1 U.S. dollar. 



 

 76 

 

As is evident from the volume, licensing and value of certified sales previously 

discussed, the North American Fair Trade market is an important regional Fair Trade 

market and therefore should be given special attention. Since 2001, the leading Fair 

Trade product sold is coffee. In 2003, 34% of North American Fair Trade sales24 were 

coffee, followed by 13% gifts, 10% handicrafts, and 10% jewelry (FTF, 2005). Unlike 

many other Fair Trade products, Fair Trade coffee is sold by mainstream businesses (e.g. 

Starbucks, Green Mountain Coffee) as well as Fair Trade only businesses.   

While coffee and other certified goods make up a substantial segment of the 

market, growth is also progressive in Fair Trade non-certified goods. Most non-certified 

North American Fair Trade goods come from Asia (46%) followed by South America 

(24%) and Central America (16%) (FTF, 2005). Most of the goods from Asia are 

handcrafts, gifts and jewelry. It should be noted that although coffee makes up the largest 

proportion of the sales, most goods come from regions that are producing mainly 

handicrafts. This suggests that coffee as well as crafts is contributing to the overall 

growth of the market.   

Specific sales of FTF members are shown in Table 5 and global sales are shown 

in Table 6. FTF member sales increased from $33.9 million in 1999 to $156.39 million in 

2006. This is an increase of 361%. Each year sales grew by at least 20%. Including FTF 

sales data from 2006, the global Fair Trade market was worth approximately $3 billions 

in 2007.    

                                                
24 Certified and non-certified Fair Trade goods are included the analysis of North 
American Fair Trade market. 
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Table 5  
 
FTF Member Sales (in Millions; excludes non-100% fair Trade business sales) 
 

1999 2000 2001 2002 2003 2004 2005 2006 

$33.9 $41.0 $48.2 $56.2 $65.7 $75.8 Not/available $156.39 

Source: (FTF 2008, FTF 2005, FTF 2003) 

 

Table 6 

Table 6: Value of the Global Fair Trade Markets 
Global Market Value 

 North America 
(2006) 

Europe and the 
Pacific Rim 
(2007) 

Total 

Fair Trade 
Federation (only 
North America) 

$156.39 million  

Certified  $1.01 billion  $1.91 billion25  

 

TOTAL $1.16 billion $1.91 billion $ 3.08 billion 

(Sources: FTF 2008; FLO 2007) 
 

It is clear that the North American Fair Trade market is growing at a steady pace. 

The next chapter analyzes in depth how this growth is accomplished. Specifically, 

logistical aspects of how products actually get to the North American market, how 

products are marketed and how businesses make decisions about what products are sold 

are addressed. Interview data from the samples of North American Fair Trade businesses 

are utilized to understand this process. It is evident from these interviews that there is no 

                                                
25 The original data was presented in euros.  Euros were converted to dollars using an 
average of over the past several years of 1.25 euros to every 1 U.S. dollar. 
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one uniform approach to growing the Fair Trade market. Business owners use a variety of 

tactics and strategies to grow their businesses and ultimately the Fair Trade market.   

How Fair Trade Works: Putting the Pieces Together  

Although there are variations in how Fair Trade products get to the market, Figure 

5 depicts an overview as to how Fair Trade coffee (A) and how crafts (B) typically get 

produced.  

 

Figure 3. How Fair Trade works 

 

 

The coffee process begins when farmers or cooperatives of farmers are introduced 

to the benefits of producing Fair Trade goods (A). In order to produce certified Fair Trade 

goods the farmers must be Fair Trade certified. The Fair Trade certifying organization is 

the Fairtrade Labeling Organization (FLO). FLO encompasses twenty national labeling 

initiatives that assure that Fair Trade standards are met. In the United States, Transfair 

USA is the national FLO affiliate. Farmers that sell Fair Trade goods in the United States 
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are visited and continually monitored by Transfair USA. Fair Trade businesses that wish 

to sell Fair Trade agricultural products and non-100% Fair Trade businesses that wish to 

sell some Fair Trade agricultural products obtain a list of Transfair certified farms and 

cooperatives from Transfair. They package and sell these certified Fair Trade goods 

under their companies' labels. Consumers purchase the products, largely from retail 

establishments, with the company's name and often a Transfair logo located on the 

product or in the establishment. Most goods sell at or slightly above a comparable non-

Fair Trade product.   

Nonagricultural based goods are sourced differently (B). To date, there is no 

uniform certification process for these goods. In order for artisans to become affiliated 

with the Fair Trade market they have to establish a relationship with a Fair Trade 

wholesaler or retailer. In North America wholesalers and retailers can become recognized 

as Fair Trade establishments by joining the Fair Trade Federation (FTF). Joining the FTF 

requires businesses to promise to abide by the Fair Trade principles. Once established as 

a FTF member, businesses source goods from the Fair Trade appropriate artisans. Prices 

or wages for goods are determined by both the FTF businesses and the artisans. In many 

cases, the artisans tell the FTF business what price they wish to receive and the FTF 

business pays that amount. Typically, before any goods are received from the artisans, the 

FTF businesses pre-finance at least 50% of the cost of the goods to the artisans. This 

allows the artisans the ability to purchases the materials needed to make the goods as well 

as sustain their families without having to seek outside sources of capital. Finished goods 

are then shipped to the FTF business. Wholesalers sell the goods to Fair Trade retail 

outlets as well as to non-Fair Trade retail outlets, such as gift and museum stores. 
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Retailers sell the goods in Fair Trade shops. Depending on the preference of the retailer, 

consumers may or may not see the FTF logo or any other indicator of the Fair Trade 

status of the final product that they purchase.  
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CHAPTER V 
ANALYSIS 

North American Fair Trade Market  

As previously discussed, Fair Trade is comparable to other “new markets.” Table 

7 displays growth of several of these new markets.   

Table 7 
 
Comparable Markets - Sales 
 

Year Organic Foods 
(billions) 

EBay 
(billions) 

Beanie Babies 
(millions) 

North American  
Fair Trade 
(millions) 

1997 $3.59  $250  

1998 $4.28    

1999 $5.03  $1,250 $33.9 

2000 $6.19   $41.0 

2001 $7.36   $48.2 

2002 $8.62   $56.2 

2003 $10.38  $750 $65.7 

2004 $11.90 $3.27  $75.8 

2005 $13.83 $4.55  n/a 

2006 $16.71 $5.96  $156.39 

2007 $20.00 $7.67   

2008 $21.25 $8.54   
Source: Organic Trade Association, Hoovers.com, aboutbeanies.com, FTF 2007  
 

As discussed in Chapter II, the organics market has grown tremendously since the 

1990s. In 2008, its estimated worth was $21.25 billion dollars.  
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Another example of a new and fast growing market is Internet sales. EBay, the 

online auction site, has increased by at least $1 billion per year since its establishment. 

Pierre Omidyar founded EBay, originally called Auction Web, in September of 1995 

(Cohen, 2003, p.5). Omidyar conceived of an online marketplace that could function as a 

perfect market. The online auction format would provide a space where prices were set 

based purely on the demand for the product and where sellers all had an equal chance of 

selling their goods (Cohen, 2003, pp. 5-7). To accomplish this, Omidyar added an auction 

component to his own webpage. Through Internet-based word of mouth, the site grew 

rapidly. As sellers and buyers made transactions on the site they acquired reputation 

points that allowed the community of sellers and buyers to regulate who was trustworthy. 

Initially not charging sellers and buyers to use the auction site, Omidyar began charging 

small fees based on the sale value of the product purchased. In March of 1996, Omidyar 

brought in $1000 in revenue from sales on the site. In the same year, during the month of 

June, the revenue had grown to $10,000. Within the first four years, Auction Web (which 

would become eBay) was “valued at more than Sears, or Kmart and J.C. Penney 

combined” and Omidyar was worth over $4 billion (Cohen, 2003, p. 5).   

EBay itself does not sell goods26. Rather, eBay serves as a host for a community 

of buyers and sellers of goods. Following this basic model of providing a space for 

buyers and sellers to come together to make economic exchanges, eBay has expanded 

globally and now has numerous country-specific sites. Sellers who are traditionally 

excluded from mainstream and global marketplaces now can relatively inexpensively sell 

                                                
26 EBay does sell web hosting services.   
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their goods globally. Large corporations such as Disney and GM have also begun to sell 

their goods using eBay.  

Buyers and sellers of collectibles, such as comic books and baseball cards, were 

crucial to the development of eBay. Collectors found a common space where they could 

meet and share their passion for collecting. During the first several years, collectibles 

made up most of the items listed and sold on eBay (Cohen, 2003). The small fist-sized 

stuffed animals, Beanie Babies, especially helped to build eBay.  

Beanie Babies grew from a $250 million market in 1997 to over a $1 billion 

market in two years. Beanie Babies were introduced to the market by Ty Toys in 1994 

(Cohen, 2003, p.45). The stuffed animals were produced with the intent to be sold as a 

collectible item. The business model was such that it created high demand for the stuffed 

animals. Limited numbers of Beanie Babies characters were released during a set period. 

As old characters were taken off the market, new characters were added to market. Since 

they were priced at around $5 each, consumers were able to able to collect Beanie Babies 

characters without feeling that they spent too much money. Further, only gift and 

specialty shops sold the stuffed animals, which prevented large retail chains from 

undercutting the price of the Beanie Babies or hoarding them in their inventory. In the 

mid to late 1990s the demand for Beanie Babies was very high. In 1996, Ty Warner, the 

creator of Beanie Babies and owner of Ty Toys, became one of the richest people in the 

United States (Cohen, 2003).  

Given that characters had a limited window of sale, exchanging and selling rare or 

hard-to-find Beanie Babies became common. EBay became an ideal place to find Beanie 

Babies. In 1997, Beanie Babies were the most auctioned item on the site (Cohen, 2003, 
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p.46). In May of 1997, Beanie Babies made up 6.6% of the site’s volume and $500,000 

worth of Babies were sold (Cohen, 2003, p.46).  

However, unlike the organics market and EBay, the market for Beanie Babies 

began to shrink as their popularity dwindled. In contrast, the Fair Trade market has more 

than quadrupled between 2000 and 2006. The case of Beanie Babies demonstrated that a 

fast growing new market does not necessarily equate to a sustainable market. The figures 

presented in the previous chapter (and in Table 6) indicate robust growth in the Fair 

Trade market. Compared to earlier years, it is a more profitable and more diverse market. 

What remains unclear are the strategies and tactics used by Fair Trade businesses and 

supporting organizations to develop the market. Therefore, before it can be concluded 

that Fair Trade is sustainable and will not follow the path of the Beanie Babies, it is 

necessary to take a closer look to see if Fair Trade businesses are conducting themselves 

in a sustainable manner.   

The lack of sustainability of the Beanie Babies market is in juxtaposition to the 

longevity of the Barbie doll collectibles market. Barbie was first introduced in 1959 and 

immediately generated large sales (http://www.barbiecollector.com/collecting/ 

barbiehistory/). In subsequent years, large arrays of Barbie dolls have been manufactured 

that depict Barbie’s many professions (for example, veterinarian, business woman, 

astronaut, Olympian, and presidential candidate). As the variety of Barbie dolls has 

grown, so has the market to collect and sell these dolls. In 1980, the first Barbie doll 

convention was held for collectors to trade and sell Barbie dolls 

(http://www.barbiecollector.com/collecting/barbiehistory/). The value of collectible 

Barbie dolls is based on the physical quality of the doll, the rareness of the doll and if the 
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doll is vintage (before 1974) or modern doll. In the 1980s various limited edition lines of 

dolls, such as the Happy Holiday Series and the Dolls of the World Collection, were 

introduced for the first time. During the 1980s, and still today, fashion designers such as 

Pierre Cardin, Christian Dior, Bob Mackey and Vera Wang have designed clothing for 

limited edition Barbie dolls (http://www.barbiecollector.com/collecting/barbiehistory/).  

Unlike Beanie Babies, the widespread appeal of Barbie collectibles has remained 

viable for a variety of reasons. Barbie has popular culture appeal. Barbie dolls are 

released and designed based on fashion trends and hairstyles. Also, Barbie began not as a 

collector’s item but simply as a toy doll that caught on quickly in popularity. Not until the 

1980s did the collection of the doll truly take off. By that point, a variety of older dolls 

were already on the market. These older dolls, coupled with limited edition dolls from the 

modern era, make for a diversified collectible market. The Fair Trade market parallels 

this type of market diversity.   

The New Market of Fair Trade 

It is the choices made by the Fair Trade businesses that are of particular interest. 

Through observations and discussions with business owners and other members of the 

Fair Trade community, a variety of approaches were uncovered as to how businesses 

approached the market and how they have facilitated Fair Trade. There were different 

ways of “doing” Fair Trade business depending on the individual businesses or 

associations involved.  

From interviews, observations and examinations of literature, it is apparent that 

Fair Trade businesses in North America can be characterized by two phenomena: 

(1) ideology and (2) business structure and financial status. It should first be noted that 
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ideologically the market is diverse. Although the businesses are in the market of ethical 

goods, the emphasis on the importance of this priority differed. While all of the 

businesses followed the basic Fair Trade practices, businesses differed as to what the Fair 

Trade market should look like and how it should continue to develop. Second, there were 

differences in business structure of the businesses. Third, there were slight differences in 

the financial wellbeing of the businesses studied. Most businesses were growing robustly; 

however, financial challenges did exist. 

This chapter discusses these three phenomena. It also examines the extent to 

which large businesses, such as Starbucks and Walmart, which sell some Fair Trade 

goods, impact the North American Fair Trade market.    

Ideology 

Based on interviews and observations, there are two main ideological approaches 

adopted by the Fair Trade business owners. These approaches can be characterized as the 

Fair Trade Traditionalists and Mainstreamers. Table 8 outlines the ideological variation 

between the two groups. These differences in ideology between the Traditionalists and 

the Mainstreamers are discussed below.  

Traditionalists -Background 

Sample participants were asked about their formal and informal backgrounds in 

business. The Fair Trade Traditionalists tended not to have previous business experience, 

through formal schooling or prior business ventures. The Traditionalists were often 
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previously engaged in non-entrepreneurial-based careers. When asked if he had a 

background in business, Eric of Arctic Traders27 responded: 

We actually were in totally different but related fields. My wife was, ahh, 
an administrator of a youth orchestra. And, um, we’ve also toured around 
the world a lot as performers. 
 
Eric considered his Vermont-based Fair Trade business as an extension of his 

former career in music. During their travels, Eric and his wife traveled to the former 

Soviet states to perform and organize concerts. They admired and purchased the 

traditional handcrafts from that region. Later, they decided to go back to the region and 

found artisans to produce goods that they would later sell in their Fair Trade shop and 

online.   

Many of the Traditionalists repeated similar narratives that linked their personal 

and career interest with their appreciation for global cultures. Many found their way to 

Fair Trade through traveling the world.  Nate of Rainforest Creations summarized what I 

often heard from Traditionalists: 

I actually have a background in environmental science. I have a Master’s 
in Environmental Science from Duke. But you know a lot of Fair Trade 
business owners have wanderlust. They enjoy traveling and seeing the 
world and helping people at the same time. 
 

For many, the love of world travel, culture and social justice fuelled their interest in Fair 

Trading. Fair Trade became a venue through which traders could daily “make a 

difference” and live out their desires to see and connect with different cultures and help 

“heal” the world at the same time.   

                                                
27 Names of individuals and their businesses have been changed.   
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Traditionalists –Environmental Emphasis 

Traditionalist also incorporated into their businesses environmental responsibility. 

The eighth principle of FTF membership is “cultivating environmental stewardship,” 

therefore all FTF business members, in theory, should promote environmental 

responsibility (FTF 2007). However, the Fair Trade Traditionalists often strongly 

emphasized environmental consciousness as either an integral part of their businesses or 

as a reason for participating in the Fair Trade market. For these traders, social and 

environmental responsibilities are strongly intertwined.  Nate of Rainforest Creations 

stated: 

Our world is really running out of resources…Fair Trade won’t even be an 
option once our natural resources are depleted. 
 
Fair Trade Traditionalists often made the link between the preservation of the 

planet and the continued survival of the Fair Trade market. Most Fair Trade goods, such 

as coffee, tea, and crafts made from wood, are reliant on the climate and the preservation 

of land, forest and other resources. Therefore, Traditionalists construct the work that they 

do as being broader than simply helping producers and artisans in the Global South. They 

see their work as a means to help preserve the deteriorating planet.   

To accomplish this task the Traditionalists, especially, were mindful of the 

materials used to make the goods they sold. Often discarded materials, such as juice box 

containers, newspaper and bits of wire, were used to make sellable goods such as purses, 

coasters and children’s toys.  

Also, the stores and offices of Traditionalists were run in a green manner. 

Recycled office supplies (such as paper and cups), minimal packaging, energy-efficient 
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lighting and other environmentally friendly alternatives were utilized in the shipping of 

goods and the running of the offices. Denny, a Fair Trade coffee roaster based out of 

North Carolina, was especially vocal about his commitment to running a Fair Trade 

business that was also environmentally sustainable. He states:  

The environment is a big part of what we do.  It cost money to use 
recycled paper in the office and packaging but it’s integral to what we are 
doing here. 
 
Karen of Bayside Crafts echoes the same sentiment in her infrastructural choices 

she made in her small Fair Trade shop.  She stated: 

We set this shop up so that we could maximize on the natural lighting.  I 
think it works… We certainly spend more money using recycled paper 
products.   
 
Environmental awareness, either as an ideological choice or as part of a marketing 

campaign, was mentioned by most of the business owners. However, the Fair Trade 

Traditionalists were especially passionate about the idea. Denny’s Beans environmental 

commitment was especially strong. The Beans’ website is packed full of information on 

the environmental mission of the company. A section of the company’s homepage reads: 

Making the world better goes way beyond coffee. So we've green-o-vated 
our roasting plant with passive solar, wind-powered vents, rainwater 
harvesting, fruit bushes and even dual flush toilets.  
 
Denny’s local delivery vehicle is an old school bus that has had its diesel engine 

converted so that it runs on used vegetable oil (usually sourced from local fast food and 

Chinese restaurants). Denny has happily named the bus the “Veggie Bus.” He takes pride 

that the Veggie Bus gets noticed around town and draws many queries from onlookers. 

The Veggie Bus continuously emits the aroma of fried foods and is plastered with 

information about Fair Trade, a message that reads “Runs On Recycled Oil”; information 
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about the company is tattooed across the bus. Also on Denny’s Beans’ website, there are 

links intended to educate the reader about practical ways to engage in environmentally 

sustainable lifestyles. There is a link for the “Sustainability School: Basic Facts and 

Latest Tips to Blaze a Bright Future for the Planet.” Here you can read how various 

aspects of Fair Trade work as well as information on alternative energy, local 

sustainability, smart (eco and human friendly) shopping, water conservation, recycling 

and reuse.  

Traditionalists--Commitment to Producers 

While all of the Fair Traders I spoke to indicated some degree of respect and 

concern for the producers they work with, it is clear that the Traditionalists made an 

especially strong commitment to maintaining strong working relationships with the 

producers and artisans.  Signs of this commitment became evident when questions 

concerning the selection of producers and artisans and the overall logistics of trading 

were raised.  

Eric discussed the hurdles involved in getting goods out of former Soviet Union 

states. He indicated that it is a constant battle to negotiate with customs officials 

concerning regulations to get goods to the U.S. He explained how he got products from 

Uzbekistan to the U.S. 

Sure, we still don’t have an easy way of getting stuff out of Uzbekistan…  
it [products] gets taken to Kazakhstan and [then] the weird thing is the 
flight goes back ... it goes out comes back in Uzbekistan and flies out [to 
the U.S.], you know stupid but you know….we’re trying to do something 
more direct but its, you know, we know damn well we’re going to have to 
bribe people to do it. 
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Despite this inconvenience and increased cost to him he continued to work with 

the Uzbekistani artisans. In fact, Eric expressed numerous frustrations working with his 

artisans, which he was willing to overlook in order to keep their trading relationship 

intact. Eric explained that although it is against the principles of Fair Trade, child labor is 

often used in the making of nesting dolls, ornaments and other crafts he purchases from 

the artisans. He considered it pointless to enforce this rule given that he lives thousand of 

miles away and traditionally children help in home businesses. He also expressed that 

some of the artisans did not understand that getting paid on time was contingent upon 

getting their goods completed and shipped on time. Artisans wanted to be paid even if 

orders were delayed. Eric sees this as cultural differences which nevertheless served as a 

source of strain. Eric and his wife would front money of their own to keep the workers 

content and working. Despite these and other difficulties, Eric expressed a continued 

commitment to finding a way of getting around these problems and to maintain his 

relationship with the producers. He explained that after spending considerable time 

visiting the homes of the artisans, to inspect merchandise and place orders, he felt 

obligated to keep working with these producers. 

Numerous other Traditionalists expressed a deep obligation to continue working 

with their producers. Rujuta, a Fair Trade business owner in Pennsylvania, informed me 

that at one point she contemplated ending her business. Her home-run business became 

too time consuming as she balanced the business with raising her young children and 

therefore she decided to go back to her career as a chemist. She asked her sister (who is 

also her business partner) in India to inform the female artisans that she was not going to 

take any more orders. Her sister relayed this information to the women and was 
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immediately overwhelmed with women begging her to reconsider. She stated that she had 

no idea she was making such a big impact on these women's lives and said, “I had to keep 

the business going” at that point. She ultimately abandoned her career as a chemist to 

keep the women in India employed.   

Traditionalists-Big Business 

Typical Traditionalists are critical of big businesses and the potential 

mainstreaming of the Fair Trade market. They feel that in order for Fair Trade to stay 

“pure” to its ideals, Fair Traders need to distance themselves from mainstream businesses 

that are looking to “cash-in” on the Fair Trade label without actually fundamentally 

changing their business practices. Some of the Traditionalists indicated that they worked 

to disassociate themselves from the big businesses involved in Fair Trade. Denny had this 

to say:  

I mean Starbucks sells hardly any Fair Trade at all and I’m supposed to 
use the same logo when my business is 100% Fair Trade? So we found 
another way. 
 
Denny, along with six other Fair Trade coffee roasting companies, were so 

dissatisfied with big businesses encroaching upon Fair Trade that they stopped using the 

Fair Trade certifier Transfair and set up their own business cooperative of coffee roasters 

that use a third party to certify their coffee so as not to be associated with Starbucks and 

other non 100% Fair Trade coffee sellers.  

Denny’s fellow cooperative member, Bill of Smooth Roast explained his distaste 

for the mainstream elements of Fair Trade from where he stood in terms of an 

“endgame.” He stated:  
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It’s all about what your end game goal is.  Is it [about] price or 
fundamentally changing the system so people can stand on there own and 
keep their land and homes and livelihood.  If it’s about having a sliding 
scale of paying a little better of a wage, great, but that’s not my goal. 
 
While Bill did not feel that the “lighter” forms of Fair Trade should be stopped, he 

stressed that he did not wish to be associated with this segment of the market.  

Eric had a strong reaction to finding out that Global Artisans, which is an 

organization that helps to market artisans from the Global South and often works with 

Fair Trade businesses, recently received sponsorship from Coca Cola. He stated: 

I don’t know if you were there at the Global Artisan meeting when they 
said you know we now have Coca Cola!  [I respond no] Oh shit! Coca 
Cola! Give me a break! What's Coca Cola going to do that’s remotely Fair 
Trade? …You know unfortunately for Global Artisans this is a plus and a 
minus. They may get Coke money but it’s really going to cut down their 
creditability. 
 
In fact, several Fair Traders because of the Coke sponsorship called Global 

Artisans’ credibility into question. At a meeting of Fair Trade business owners, along 

with Eric, several others expressed reservations on having the names of their businesses 

attached to Global Artisans in a new advertisement. Although Global Artisans was 

paying for the $1,000 advertisement to go in a major gift fair brochure, several business 

owners expressed concerned that people would confuse them with Global Artisans and 

associate them with Coca Cola.   

However, not everyone at this meeting felt this way and several people did not see 

the harm in being associated with Global Artisans or Coke for that matter. These business 

owners fit into the other ideological category, Mainstreamers. The Mainstreamers 

differed from Traditionalists in their ideological orientation. They tended to have 

business backgrounds, do not place the same emphasis on environmental considerations, 
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worked with producers that were the most convenient or marketable to work with and 

they supported the mainstreaming of the Fair Trade market. While the Fair Trade 

message is not completely discarded, the Mainstreamers tended to emphasize the 

strengths of their companies and products over more stringent requirements of the Fair 

Trade label.  

Mainstreamers- Background 

A distinguishing characteristic of the Mainstreamers was their business 

backgrounds. Several had business degrees and all had previous experience working in 

retail or business settings. Lorna owned a New York City-based importing business. 

Before starting her Fair Trade business she earned an MBA from Harvard and worked for 

several large corporations. She characterized her involvement in Fair Trade as making 

her an “oddball” in the eyes of the Fair Trade Traditionalists as well as her corporate 

friends. She stated:  

Well I’m probably like a right wing conservative compared to the rest of 
the [Fair Trade] group!  But compared to my MBA friends I’m like a 
Communist! …I mean at the end of the day I could quit this job and go get 
another job making $150,000 a year.  You know in my old life.  Like I 
know I could probably do that because that’s the world I came from.  I 
mean I worked for Nike and Disney and I went to Kellogg.  For me that 
world will always be there.  For me this is the challenge of can I make this 
world [Fair Trade] work but at the same time I am not willing to do it for 
free. 
 
Lorna stressed that her credentials and business knowledge afforded her the 

ability to do the most good while at the same time making a profit.  David of Kenyan 

Jewels is a former Mobile Oil executive who now runs a middle and high-end jewelry 

company; he echoed this sentiment. He stated that “he could easily do other things” but 

he chose to be part of the Fair Trade market.   



 

 96 

When asked how they came upon the concept of Fair Trade, Mainstreamers, much 

like Traditionalists, indicated that they also enjoyed traveling the world and being 

exposed to different cultures. Where the Mainstreamers' and the Traditionalists' narratives 

differ is that the Mainstreamers used Fair Trade as a point of market differentiation.   

In an attempt to gauge their knowledge and commitment to Fair Trade, the 

business owners were asked why they joined the FTF.  Ron of Tallahassee Exchange 

responded:  

Truthfully, I think it’s...ahhh [hesitates]… primarily I mean we could do 
the same thing and just call ourselves good… you know what I mean?  
The reason why we find the tag important is because of the marketing 
aspects of it…ummm we carelessly joined the Fair Trade Federation.  We 
obviously care about principles, we would do it anyway but that’s why we 
need the tag.   
 
Having the FTF logo or another Fair Trade logo on the company’s webpage, 

products or storefronts was seen as a tool that could be used to help the company stand 

out. Many had not set out to establish Fair Trade businesses but rather came upon the 

concept of Fair Trade and fine tuned their businesses to fit Fair Trade model.  

Mainstreamers- Environmental Emphasis 

As previously stated, to be a member of the FTF, a business must abide by several 

Fair Trade principles. When asked about their environmental commitment in their 

business practices, Mainstreamers tended not to bring up issues of environmental 

sustainability. When the environment was mentioned they tended to acknowledge the 

marketability of being associated with a label, such as Fair Trade to the green consumer.  
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Mainstreamers - Commitment to Producers 

Mainstreamers tended to work with those producers that were either the least 

difficult to work with or had specific goods that set them apart from other businesses. 

None of the interviewees wanted to drop any of their producers or artisans; however, 

some indicated more of a commitment to working through problems than others. Lorna 

expressed her reasons for working with a group of artisans in Rwanda:  

When I was in Rwanda I thought no one else has this product!  It’s on the 
one hand a good thing because it’s a differentiator and I don’t have a lot of 
competition in country from buyers. 
 
She goes on to explain that on the other hand working in Rwanda is extremely 

difficult. The lack of adequate infrastructure and the looming threat of violence make 

getting the goods to the U.S. tricky. Lorna indicated that if she could find a similar 

product from another country, she would consider ending her buying relationship with 

the Rwandan group.   

Marge, the owner of Almond Coffee, a coffee roasting company outside of 

Seattle, used the path of least resistance in selecting the coffee cooperatives to buy green 

beans from. Marge uses a coffee broker to find and manage coffee cooperatives. The 

broker finds these cooperatives through the Fair Trade certifier Transfair.  Marge 

expressed a deep connection and sympathy for the women she buys from; however, her 

desire to help was limited to the resources she used to acquire coffee. She stated that 

while she would like to reach as many cooperatives as possible, infrastructure demands 

impede many roasters from working with more isolated coffee farmers.   
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Mainstreamers-Big Business 

Mainstreamers were far more comfortable than the Traditionalists with Fair Trade 

being expanded by non-Fair Trade companies. Several expressed the desire to grow large 

enough to compete alongside these big businesses. Ron of Tallahassee Exchange 

succinctly articulated the position of most mainstreamers:  

We obviously know there is a bigger market there that we could be getting 
into.  Ahh and to be honest I mean ideally, you know fair trade shouldn’t 
be a niche market.  It wouldn’t be if we could ummm get into a wider 
market… A lot of our customers are specifically buying because it's fair 
trade but we also get a batch of customers who mainly are just buying it 
because of the product. I personally prefer that because it shows we can go 
mainstream. 
 
While Fair Trade serves as a point of differentiation for marketing purposes, 

Mainstreamers looked beyond Fair Trade as simply being a relatively small niche market. 

They planned to move their products to as large an audience of consumers as possible, 

even if this meant through non-Fair Trade channels.  Sarah of World Bazaar indicated 

that her company had actively sought to tap into the larger natural care markets. She 

stated:  

From stores like Whole Foods and bookstores and we have had talks with 
Aveda and it's been a lot of like umm a lot of success on that front because 
[we are] bringing Fair Trade products into stores where people are already 
shopping and might not have an awareness of Fair Trade but then they see 
a product that they like and it’s set up in an attractive way. 
 
Marge of Almond Coffee expressed the desire for large corporations to sell more 

or start selling Fair Trade. She stated:  

We would live in a different world if Starbucks would really do Fair 
Trade.  
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Marge criticized the small percentage of its coffee line that is Fair Trade, which 

she believed to be around 5%. I informed Marge that McDonalds had begun selling Fair 

Trade coffee in select markets. Her response was enthusiastic and she pondered how the 

move by McDonalds could potentially “impact the statistics” on Fair Trade sales.  

The similarities and difference between Traditionalist and Mainstreamer Fair 

Trade businesses are summarized in Table 8.   

 
Table 8 
 
Ideological Variations 
 

 Background Environment Producers Big Business/ 
Mainstreaming 

Traditionalist Non-
business 

background 

Environmental 
concerns 

stressed in 
daily business 

practices 

Committed 
to working 

with 
producers 
through 

obstacles 

Against the 
encroachment of big 
businesses on Fair 

Trade 

Mainstreamers Business or 
previous 

retail 
backgrounds 

Less or no 
emphasis on 

environmental 
concerns 

Work with 
producers 
that are 

most 
convenient 

Advocate expanding 
Fair Trade into 

mainstream markets. 

 
Interestingly, the ideological differences did not translate into business model and 

financial differences. That is to say, the Mainstreamers did not have a distinctively 

different business model from the Traditionalists. The Traditionalists did not fare 

financially better or worse than the Mainstreamers. Instead, what became evident was 

some differences but many similarities in how the businesses were run. It also became 
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evident that while some businesses were better off financially than others, as an overall 

trend, growth occurred across ideological lines.  

Business Model 

Table 9 
 
Average Yearly Growth of Sampled Businesses (over the life time of the business) 
 

 Negative 
growth (or 

failed) 

0-20 % 
growth 

20-50% 
growth 

51-75% Over  
75% 

Positive growth 
indicated (numbers 

or percentage 
withheld) 

Total Number  
of Businesses 

2 2 5 4 3 7 

By Product 
Sold 

 

Coffee    2 3  

Crafts 2 2 5 2  7 

By Size of 
Business 

 

Small/ 
Medium28 

2 2 5 2 3 3 

Larger    2  4 

N=26 
Table 9 indicates the financial well being of the sampled Fair Trade businesses. 

The majority of Fair Trade businesses sampled for this study grew by more than 15% 

annual. According to comparable U.S. Census data, the average employer firm29 small 

business grew by 15% between 2002 and 2004 (U.S. Census, 2005). It is evident that Fair 

                                                
28 All of the businesses sampled can be considered small business.  For the purposes of 
this study, small to medium size businesses are businesses with less than eight full time 
employees.  Larger businesses are businesses with eight or more full time employees.   
29 Employer firms are businesses that have employees. 
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Trade businesses grow faster or at least on par with businesses in the larger small 

business sector.  

Table 9 indicates that there is not much variation in the growth based on the types 

of products sold (crafts or coffee) or the size of the businesses. This may be due in part to 

the relatively small sample size used in this study. However, the lack of difference based 

on product types indicates that the breadth of growth in the Fair Trade market is wide. 

Table 9 also indicates that the size of the business did not impact the growth rate. It 

should be noted that there are relatively few “larger” Fair Trade business, thus a possible 

reason for the lack of variation in size.    

 
Table 10 
 
Peak Yearly Sales Figures  
 

 $100,000-
$499,999 

$500,000- 
$999,999 

$1,000,000+ 

Number of Businesses 4 6 6 

N=16 (not all businesses gave exact numbers) 
 

The scale of the Fair Trade market, in terms of sales, is discussed in Chapter III. 

From the previous discussion, it is clear that total Fair Trade sales in both Europe and 

North America have increased over the past several years. From the businesses sample 

that were willing to share exact dollar amounts (several businesses gave only percentage 

of growth), sales for four of the companies yearly peaked between $100,000 and 

$400,000. Twelve of the businesses reported sales peaking between $500,000 to over 

$1,000,000. As sales reach into the millions this is an indication of the increased depth of 
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the value of the Fair Trade market and its potential to function as an alternative (not 

replacement) to the traditional market.  

The narratives surrounding how the business owners made initial contacts with 

their producers or artisans fell into two categories, either family connections and social 

network ties or through formal organizations. Kofi of Accra Creations explained how he 

came to engage in his importing business in part due to pressure from family members in 

Ghana. Kofi came to the U.S. as an exchange student in the 1970s and after college began 

working as a manager at Prudential Insurance Company. Kofi explains: 

On holidays I went to Ghana and went to see my family and stuff.  To go 
back first, I had cousins and stuff [others] who make handicrafts who kept 
bugging me to bring back there stuff.  At that time, I never thought or was 
interested in going to business for myself…it just happen by accident.  So 
what I did, my wife and I went to Ghana one time, so she decided to bring 
some stuff and just introduced it to her friends at work here. 
 
So as I was doing this, one of my coworkers told me about festivals, 
summer festivals that usually happens around summer time in Chicago.  
And he was asking me why don’t you try and see if you can have them 
more by going on weekends.  All you need is a table you can help them by 
moving some of these items.  So I thought that was a good idea. 
 
So I started doing that…I had two kids at the time.  So we started selling 
the stuff at the festivals and that’s when I found out we were selling the 
stuff too cheap because my goal was to just give the money back to them 
in Ghana…we can help them because I knew that they needed money 
 
So I had some people come by and say well you sell these items, cause I 
have a store, and the price point that you sell them I think I can sell out my 
store.  So I sad yea.  So I said yeah, cause at that time I had the tub in , 
excuse me, my garage, at my house.  So the vendors starting coming to my 
house, my garage and buy some stuff. 
 
So as we continued it was like why don’t you build a website….This 
happen 1991 and I was working out of my house until 1994.  
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Kofi’s story is very similar to Rujuta’s of family members and family friends 

“back home” being the catalysts that engaged them in the importing market. The 

businesses typically start relatively small and grow larger until they become a full-time 

business. They sometimes find out from others in the business or from wholesale buyers 

that what they are doing could potentially be classified as Fair Trade. Kofi found Fair 

Trade through a buyer at a vending event that knew the president of the Fair Trade 

Federation. Another type of social network is based around the previously mentioned 

concept of wanderlust. Barbara co-owns a Fair Trade retail store with her husband. 

Before opening the business, the couple “took a year off” and went to Central America. 

They spent a lot of time in Nicaragua. While still on their trip, they decided that “hey we 

should sell this stuff [native handicrafts and textiles] in a shop” back in California. They 

also found out about Fair Trade while visiting different villages that produced Fair Trade 

goods. They also decided they wanted to sell the goods as Fair Trade. When they first 

began their business they began by selling the goods of people that they met in the 

villages from their travels in Nicaragua. Some of these Nicaraguan artisans would tell 

their friends about Barbara’s business and they would contact Barbara. In effect, the 

number of artisans that they work with was increased by using a snowballing technique.   

David of Kenyan Jewels, a middle and high end ceramic jewelry company, 

succinctly summarizes the experiences of most of the businesses in relation to how they 

find more artisans. He matter of factly stated:  

You’ve got 60-80% unemployment in Kenya with 55 million people [in 
the population].  The word goes out amongst the villagers quickly. 
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David makes an important point that there is a high demand for steady and well 

paying employment in the vast majority of places where Fair Traders purchase their 

goods. In general the supply of labor to produce or grow Fair Trade products is 

immense30. Word of mouth methods of acquiring new trade partners seem to be adequate.  

A basic tenet of Fair Trade is that producers and artisans will be paid a fair wage 

in their local context. For Fair Trade coffee a price floor is set. However, with most other 

products there is not a minimum price. Given that there is not a set amount there is the 

potential that North American Fair Trade business (non-coffee) will pay their producers 

and artisans an amount that they deem fit. However, a nearly identical answer was given 

by the interviewees when asked how they set a fair price. Kim of Global South Goods 

states:  

We always pay them exactly what they tell us the price is.  There is never 
any haggling or negotiation or anything.  They just tell us that this 
necklace costs X amount, and that’s what we pay.  And it doesn’t matter if 
we order 100 or 10,000- it’s the same price.  
 
Kofi shares a similar story as to how prices are set for items. He compared the 

free trade method he has witnessed to the Fair Trade method he practices. He stated:  

And then another way, also, of FT is that we actually let them name their 
price, price for the item.  Some of these big companies like Pier Imports [I 
believe he means Pier One) that use to go to Ghana [to[ buy they dictate 
what price they are going to buy from in Ghana.  And if they don’t accept 
the price than they don’t buy from them [the artisans] and mostly they [the 
artisans] will because they need the business.  Basically it’s like, very very 
cheap labor.   
 

                                                
30 It should be noted, that the supply of certified Fair Trade coffee cooperatives in some 
areas is limited.  The coffee farmers and coffee cooperatives exist however, the 
certification process involves several steps that can slow down the group from being 
recognized as Fair Trade.   
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That’s what I do… I really let them tell me how much they want for their 
product.  And knowing the market over here, and they tell me their price 
and I know the price is right I’ll say fine.  Some of them will give me a 
price that I think is too low.  I told them, OK yea I know but based on 
what I see your product can see for I’ll give you the more and it surprises 
them.   
 
So [we] try to really make sure, first of all that [we] are not dictating the 
price to the producer.  They are able to name their price.  If it’s too high 
then I’ll tell them “Your price is too high” and I can’t sell this product to 
you.  But it’s never happen, maybe once, but most of the time the price is 
either right or we’ll increase the price for them. 
 
The narratives indicate that Fair Trade business owners are committed to the 

principle of paying the producers and artisans a fair price.   

Financial Status  

The majority of businesses were growing financially. It should be noted that some 

business owners were reluctant to share financial information31. Table 8 indicates the 

average amount of growth for the business that provided this information. On the whole, 

sales increased by at least 10% and as much at 50% each year. Table 10 indicates actually 

sales figures in dollar amounts. In most cases, sales increased from year to year. Most 

business did not make more than $1 million in sales a year.   

Business owners gave different responses as to why their sales were so robust. 

David of  Kenyan Jewels (a Mainstreamer) stressed that it was the high quality of his 

product. He did not feel that being associated with Fair Trade increased his sales at all.  

Denny of Denny’s Beans (a Traditionalists) also felt that the quality of his product 

coupled with his business sense and high product demand was what made his company 

successful. When asked why he thinks his business grew so steadily, Denny stated: 
                                                
31 For some it appeared to be a lack of organization in their books and for others I have 
assumed that somewhat distrustful of my use of that data.     
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I think there are multiple things going on here and its not just FT.  For 
example in no particular order.   Denny's  Bean grew from 25% to 30% a 
year through osmosis!  That’s a product of being a part of the growing 
specialty coffee industry.  But now we are at a point where that’s not 
going to be anymore.  And so a few years ago coffee roasters got into the 
coffee business and based on the whole model of Fair Trade and because 
that was such a marketable thing that became a great business model.  So 
people were seeking them out even if they weren’t knocking down doors.  
But now a few years later there are a lot of people selling Fair Trade and 
there is a lot of people selling coffee.  So now I think the slope is going to 
plateaus, Fair Trade not some much as conventional.  The traditional 
sellers of specialty coffee, I suspect that their slope is quiet flat.  So mines 
not because I think I am a pretty smart business guy in that you know I 
recognize all the things that make my business successful…I mean I look 
at like if everyone [in the coffee industry] is Fair Trade than no longer 
[will they] have that point of differentiation...  So the third is how we 
market ourselves.  And I think we do a really good job at that.  So my 
point is that I think my company can stand up to any company in the U.S. 
and compete against them.  See I get all three pieces.  So that’s why I 
think I’m growing at 50% to for the last two years. 
 
Denny felt compelled to “spread the word” about Fair Trade, as a fundamentally 

new way to engage in the market. However, he felt it foolish to rely solely upon the Fair 

Trade name to carry his business forward.   

There was one store that actually folded. John was the owner of the now out of 

business Drum Store. John indicated that he was unable to sustain his business because 

he felt the market for specialty drums was already saturated.  

When sales did decrease, there were specific reasons of what brought on this 

downward turn. Eric, of Artic Traders, indicated that he had two bad things happen that 

made him have to reconfigure his business. He stated that he opened a retail shop “too far 

off the beaten path.” Rent was high and the lack of street traffic greatly reduced the 

potential for sales. He said he had to close the retail shop eventually. Another occurrence 

that reduced sales was a late Christmas shipment from Asia. The Christmas ordering 
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period is crucial to most of the Fair Trade importers. Eric said the late shipment caused 

him thousands of dollars he had to “eat” and had a domino effect on other areas of his 

business. Through downsizing Eric’s business was able to recover.  

 Nate of Rainforest Creations had several years where sales went down. Like Eric, 

a shipment was the source of his problems. The shipment was a large order that was 

partially paid for but fell through because of a political coup. In explaining the decline he 

stated: 

One we had a really big order placed back in 2002 or 3 for a shipment 
from Madagascar.  The order fell through because of the coup.  So we 
couldn’t get anything out for months.  So we lost a huge order.  We had to 
let our staff go and then we had other orders that couldn’t be filled.  We 
ran out of capital, which I thought it right to putting my own money into, 
and we just didn’t have it anymore.  Also, the need for new product lines 
… So it was a combinations of factors. 
 

In most cases where sales went down for a period of time the sales eventually began to 

increase.   

Despite the overall pattern of growth and narratives of optimism that were shared, 

one recurring challenge was brought up by the owners that was very specific to Fair 

Trade. That was pre-financing. A basic tenet of membership in the FTF is the pre-

financing of producers. This translates into different types and levels of financing 

depending upon the product sourced and the size of the order. All of the businesses 

surveyed provided some level of pre-financing. Usually the pre-financing took the form 

of advancing at least half of the funds for an order before the order was received in North 

America. This pre-financing helps the producers and artisans to pay for the supplies they 

need to produce the product or to spend on daily necessities. Pre-financing functions 

similar to microlending, as it keeps workers from having to turn to other sources (e.g., 
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loan sharks) for money to buy supplies. The challenge for many businesses is to make 

sure that they have enough capital on hand to provide this pre-financing to their 

producers and artisans.   

Denny pointed out that the market is not set up to uniformly address this 

challenge. He criticized the certifying body, Transfair, for not providing more direction to 

the small Fair Trade coffee roasters in how to handle the issue of pre-financing. Denny 

explained it in this manner: 

One of the problems I have with Transfair is that if you know you guys are 
going to be out there saying you are an advocate and leader of the Fair 
Trade movement that is a major…that is one of the 3 tenets of Fair Trade 
and you guys are doing nothing about finding a solution.  We found Eco-
Logic.  They aren’t doing anything to deal wit this issue of pre-financing.  
The guy from Eco-Logic is going around shopping it to others.  I don’t 
understand how Transfair didn’t start talking to eco-logic and others 5 yrs 
ago.  And coming up with you know it’s like since we got this odd senior 
where we aren’t lending money to farmers in Nebraska that have land as 
collateral the we need to create this huge pool of money that can be 
borrowed against that can go to producers groups.  At a national level 
there needs to be a bank that Fair Trade can go to where they can borrow 
for the farmers and it seems that Transfair should be doing something but 
they are doing nothing.  Like farmers in Nebraska, … everyone has to 
borrow to stay alive. 
 
I don’t want to par off extra money from Denny’s Beans to support 
producers.  Because it will stunt my growth.  And I am bent on growing 
this company so it can run without me.  An I view that as more, more, 
long term thinking.  Short term would be how much could I par off to the 
producers.  Like if I could par of $10,000 in pre-finance and did that year 
to year that would be option A but option B would be not to do that and 
invest in the operations so that we can grow.  And we are really growing at 
like 50% and now next year instead of buying you know 200,000 lbs of 
coffee I’m buying 300,000 lbs of coffee.  And that to me has more 
significant impact of the aggregate. 
 
Denny goes on to say that many roasters choose option A. He argues this is not 

the most sustainable way to grow the market. Marge of Almond Coffee and several 
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others mentioned that they take only small, if any, salary, so that they can keep capital in 

their businesses. If Fair Trade is to become a model that most businesses can adopt, there 

has to be a readily available way to acquire the capital needed to pre-finance suppliers. 

Denny’s Eco-Logic solution appeared to be viable but it remains unclear if there are any 

comparable lending organizations. Another alternative that some businesses used was to 

generate money through a non-profit division of their business. The non-profits were able 

to use their status to apply for grants and donations that were used, in part, to fund 

producers on the for profit side of the businesses.   

What about Starbucks?—Non-100% Fair Trade 

Non-100% Fair Trade businesses do not face the same challenges that relatively 

small 100% Fair Trade businesses have with pre-financing. To have a complete 

understanding of the sustainability of the North American Fair Trade market it is 

necessary to discuss the role of large traditional businesses that sell Fair Trade products. 

In recent years, several large non-100% Fair Trade North American businesses have 

begun carrying Fair Trade products, especially coffee. These businesses make up the 

largest (by volume) buyers and sellers of Fair Trade goods. Just as is the case with 100% 

Fair Trade businesses, these large traditional businesses vary in their overall reputations 

as socially and environmentally friendly businesses, the extent to which they are engaged 

in the principles of Fair Trade, and the proportion of their product line that they devote to 

Fair Trade. Discussed below are several of the large traditional businesses32 and the depth 

of their involvement in the Fair Trade market. 

                                                
32 These businesses are considered large based upon their market value.  Based on the 
market value on June 17, 2010, Whole Foods Market was valued at $6.85 billion, Green 
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Whole Foods Market was founded in 1980. Known for selling natural and organic 

goods, Whole Foods Market has grown to become a leader in the natural foods market. 

Over the years, it has bought out sixteen different natural foods stores and has grown to 

become one of the largest retailers of “natural foods” in the United States.  

According to the Whole Foods website, Whole Foods Market is structured around 

seven core values.  These values include the following:  

• selling the highest quality natural and organic products available,  
• satisfying and delighting our customers, 
• supporting team members' happiness and excellence,  
• creating wealth through profits and growth,  
• caring about our communities and our environment, 
•  and creating ongoing win-win partnerships with our suppliers. 
(http://wholefoodsmarket.com/company/corevalues.php)   

 
The core values of community and environmental responsibility and what can be 

interpreted as good relationships with suppliers are translated in the company’s 

implementation of the Whole Planet Foundation and Whole Trade product lines. 

According to Jon Mackey, Whole Foods founder and CEO, the “Whole Planet 

Foundation is set up to end poverty through entrepreneurship and microcredit in the 

developing world” (http://www.wholeplanetfoundation.org/presidents/).  Borrowers do 

not have to be suppliers for Whole Foods Market to qualify for a loan. However, the 

Whole Planet Foundation focuses its outreach on the villages that supply to Whole Foods 

markets. The Whole Planet Foundation has partnered with microlending organizations, 

such as the Grameen Bank, to grant loans to producers. The foundation also generates 

money through in-store promotions. Orange signs are displayed in stores and near Whole 

                                                                                                                                            
Mountain Coffee at $3.53 billion ,Wal-Mart at $190.34 billion, , and Starbucks at $20.64 
billion.  Dunkin Donuts is a privately owned company. 
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Planet Foundation products to showcase and to educate customers. Stores hold food and 

wine tasting and other activities (such as “orange” parties and fashion shows) are held in 

stores to highlight the foundation and to collect money. Periodically campaigns are run, 

in stores, that ask customers to donate one to five dollars at the store checkout and in 

return customers are given information about the foundation. As of June 31, 2008 the 

foundation reports that it has raised $4,512, 587 which has supported 32,000 clients.   

Connected to the work of the Whole Planet Foundation are the Whole Trade 

product lines available at Whole Foods. To date, there are 52 products in the Whole 

Trade product line. Products are considered Whole Trade if they are either Fair Trade 

certified by TransFair USA, Rainforest Alliance certified and or Fair for Life certified. 

Obviously, Transfair certified products are Fair Trade. Rainforest Alliance certified 

goods are not Fair Trade per se; however, certified products are guaranteed as produced 

“according to a specific set of criteria balancing ecological, economic and social 

considerations” (http://www.rainforest-alliance.org/certification.cfm?id=about). Part of 

the social considerations outlined by the Rainforest Alliance are fair wages, safe living 

conditions and access to credit for certified farmers. Fair for Life is a Fair Trade 

certifying approach similar to TransFair USA. According to the organization's website, 

"Fair for Life" is a brand-neutral third-party certification program for social 

accountability and fair trade in agricultural, manufacturing and trading operations. The 

program complements existing fair trade certification systems” 

(http://www.fairforlife.net/logicio/pmws/indexDOM.php?client_id=fairforlife&page_id=

home). Fair for Life is, however, unique in that compared to TransFair USA it certifies a 

wider range of goods as Fair Trade. Coffee is certified as well as fresh fruits such as 
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apples, blueberries and cherries, cosmetics, palm oil, honey and numerous other products 

by Fair for Life.   

Despite turbulent economic times, Whole Foods Market sales grew between 2004 

and 2008 by 20.5%.   In 2008, its 280 stores had $8 billion in sales which totaled $2.7 

billion in gross profits (Whole Foods Market, Inc. Summary Financial Information 2008, 

p. 27).   

Another large business that has entered the Fair Trade market arena is Green 

Mountain Coffee which was established in 1981. It has grown to become one of the 

leading/largest coffee roasters in the United States. In 2000, Green Mountain Coffee 

began selling Fair Trade coffee. They signed a contract with TransFair USA to certify 

several organic coffees as Fair Trade. Beginning in 2002, Green Mountain began 

sourcing and roasting Fair Trade Certified organic coffees for Newman’s Own Organics. 

In 2005, Green Mountain signed an agreement with fast food giant McDonald’s to serve 

Newman’s Own Organics Blend in New England and Albany, NY. Of the 40,651,138 

pounds of coffee Green Mountain Coffee purchased in fiscal year 2008, 12,696,702 or 

31.23% was Fair Trade. Sales in fiscal year 2008 of Fair Trade coffee came to 

$8,774,000 (GMCR 2008 Fiscal Report).   

Wal-Mart, the largest retailer in the United States, also carries Fair Trade coffee. 

Wal-Mart carries Newman’s Own Fair Trade coffee at its retail locations. Wal-Mart has 

also developed its own line of Fair Trade coffee that it now sells at its Sam’s Club 

locations. Sam’s Club Member’s Mark Premium Coffee is certified Fair Trade by 

Transfair USA. The Member’s Mark Premium was “developed to appeal to mainstream 

customers” according to the Wal-Mart press release 
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(http://pressroom.smasclub.com/news6765.aspx). Sales of the Fair Trade coffee which 

began in 2007 in select locations in 2009 spread to all U.S. Sam's Club locations 

(http://walmartstores,com/FactsNews/NewsRoom/9342.aspx).  

Dunkin’ Donuts is the world’s largest “coffee and baked goods chain, serving 

more than 3 million customers per day” 

(https://www.dunkindonuts.com/aboutus/company/). Dunkin’ Donuts has over 5,500 

stores in the U.S. and 31 other countries. In 2003, Dunkin’ Donuts committed to buying 

Fair Trade-certified espresso beans for all of its espresso drinks. Approximately 2% of 

Dunkin’ Donuts’ total coffee bean purchase is Fair Trade.  

Starbucks is the largest buyer of Fair Trade Certified coffee in the United States. 

Starbucks established their Shared Planet campaign which they state is their 

“commitment to do things that are good to each other and the planet. From the way we 

buy our coffee, to minimizing our environmental footprint, to being involved in local 

communities” ( http://www.starbucks.com/sharedplanet/index.aspx). The Shared Planet 

campaign includes a multifaceted commitment to care for the environment, the 

community and to ethically source its products. The ethical sourcing component of the 

campaign encompasses buying Fair Trade. Starbucks began buying Fair Trade coffee 

beans in 2000. In 2008, Starbucks increased its purchase of Fair Trade coffee and began 

working with small-scale coffee farmers. In that year, they purchased 19 million pounds 

of Fair Trade certified coffee. According to the Starbucks website “this will make us the 

largest purchaser of Fair Trade Certified coffee in the world…representing approximately 

10 percent of global Fair Trade Certified coffee imports and 20 percent of U.S. Fair 

Trade Certified coffee imports in fiscal 2008” 
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(http://www.starbucks.com/responsibility/sourcing/coffee). Starbucks also serves another 

type of ethical sourced coffee, C.A.F.E. certified coffee products. Coffee that is C.A.F.E 

certified has met several different environmental and social criteria that are similar to 

TransFair certification principles. “In 2008, seventy-seven percent – 295 million pounds 

– of the coffee Starbucks bought was purchased from suppliers who have been verified 

and approved under C.A.F.E Practices guidelines” 

(http://www.starbucks.com/responsibility/sourcing/coffee).  

There are several ways in which these businesses contribute to the Fair Trade 

market. It has been argued that non-100% Fair Trade businesses, such as Wal-Mart, are 

selling Fair Trade simply to garner consumers from this niche market. Claims of “green 

washing” or social responsibility washing were mentioned by the 100% Fair Trade 

business owners. However, whatever the intentions of these businesses, it is clear that 

these large companies have displayed the willingness to buy millions of dollars worth of 

Fair Trade goods and it is therefore impossible to ignore the impact that their actions 

have on the growth of the global and North American Fair Trade market.  
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CHAPTER VI 
CONCLUSIONS 

 
This concluding chapter is divided into three sections, the first of which is a 

summary of the major findings of the study. The second section addresses the 

implications the data have in connection with other market-based approaches to 

economic empowerment. Finally, the third section puts forth several suggestions for 

future research.   

Major Findings 

Results from the study indicate that overall the Fair Trade market can function as 

an alternative to traditional free market trade. While it is clear that Fair Trade is presently 

small in scale compared to the traditional free trade market, it is evident that at the overall 

market level the Fair Trade market is sustainable in a number of ways.  

1. Financially the market is growing. From the businesses sampled, sales grew on 

average by more than 15% annually which is on par with non-Fair Trade small 

businesses. Further, the value of certified Fair Trade products in the U.S. grew from 

$271.35 million in 2004 to $924.08 million in 2007. This represented a 240% increase in 

value. Between 2000 and 2006, the Fair Trade Federation reported sales of Fair Trade 

goods increased from $33.9 million to $156.39 million or an increase of 361%. This 

growth has occurred during periods of economic decline thus indicating a financially 

vigorous market.   

2. Fair Trade is sustainable given its increasing consumer base. As previously 

discussed, in the past several decades, there has been a growing discontent with 
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neoliberalism and a growth of “markets of concern.” Fair Trade is ideally situated in this 

environment as an attractive alternative.   

3. As consumer demand for Fair Trade goods increases it is apparent that supply 

is keeping pace with demand. In recent years, the number of certified Fair Trade 

producers has steadily increased. The volume of certified Fair Trade goods has also 

increased (see Table 2). Established certified Fair Trade goods, such as coffee, along with 

more newly certified goods, such as cotton and rice, show increases in the volume of 

goods that enter the market as Fair Trade certified. Respondents from this study indicated 

that non-certified Fair Trade goods were also increasing in volume as more producers 

were sourced from and consumer demand increased.   

4. The North American Fair Trade market has a structure that is able to stand on 

its own. All players in the market, regardless of their size, must go through another party 

(Transfair or the FTF) in order to acquire or make the claim of selling Fair Trade goods. 

The third party certification and verifying system (see Figure 5) helps to establish and 

maintain uniformity in standards across the Fair Trade market. This organizational 

feature has helped to establish Fair Trade as a cogent brand.   

5. Ideological differences in the Fair Trade market (Traditionalists and 

Mainstreamers) are evident; however, those divisions do not appear to slow the financial 

status of the businesses surveyed. Further, divisions or organizational diversity are not 

uncommon or necessarily detrimental. Often in new movements, there is a radical and a 

liberal element that can both help to grow the movement.  
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Policy Implications: Fair Trade in the Age of Market-Based Solutions  

Microfinance and other market-based approaches to economic empowerment will 

likely further help to grow the Fair Trade market in the future. Direct connections to 

Microfinance Institutions (MFIs) were not mentioned by the Fair Trade business owners 

interviewed; however, it is possible that as MFIs spread across the Global South, Fair 

Trade cooperatives and artisans will be able to obtain financing through microfinance. 

This, in turn, could increase the number of producers and artisans available to participate 

in the Fair Trade market and alleviate the strain that pre-financing places of some Fair 

Trade business owners.  

The growth of the organics market is an indication of the fertile ground for new 

markets that are based on ethical consumption practices. Fair Trade goods that are also 

certified as organic are a component of this growing organic market.  

Policies that support microfinance and the production of environmentally 

conscious products will likely help to grow and sustain the Fair Trade market. Efforts 

under way to increase the availability of microfinance to the poor and that favor 

uniformity and standards in organic production could be combined with policies that help 

the poor to have a fair chance to participate more fully in the global market.   

Therefore, policies, governmental and non-governmental, that help grow the 

number of certified and non-certified Fair Trade businesses are needed. These policies 

could take the form of tax breaks or other state-supported economic incentives for 

businesses that sell mostly Fair Trade goods. Such policies may help assist large 

businesses such as Starbucks and Wal-Mart that sell limited lines of Fair Trade goods to 
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begin selling more Fair Trade goods. Appropriate growth and assistance policies could 

help the North American Fair Trade market to truly “take off.”  

The attention of financial institutions, government decision makers, scholars and 

others should be directed towards the long-term impact of the Fair Trade market in 

improving international relationships, reducing poverty, fostering democracy and 

building sustainable economies domestically and abroad.   

Recommendations for Future Research 

The general finding of this study are that Fair Trade is a viable means of 

providing sustainable enterprise for businesses in North America. However, the existing 

body of literature and available data on Fair Trade remains relatively thin. Several 

important issues and questions have yet to be comprehensively addressed by this as well 

as past research. Recommendations for future research include:  

1. As big corporations make up a larger share of the Fair Trade market, it is of 

importance to investigate how the relationship between large corporations and 100% Fair 

Trade companies will unfold. If either party wishes to loosen or tighten the Fair Trade 

standards this could potentially lead to tension that could splinter the market.  

2. Pre-financing appears to present the biggest challenge to small Fair Trade 

business owners. Further investigation is needed to investigate if this issue of capital 

accumulation is germane to Fair Trade or a challenge that non-Fair Trade small 

businesses must also face.  

3. Ethnographic and case studies that give insight in to why large 

corporations are choosing to participate in Fair Trade would help to clarify in which 

direction the Fair Trade market is moving.  
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4. The relative newness of the sampled businesses may have overstated the 

growth rates.  Therefore, a follow up longitudinal study is needed to gain further 

confidence in the growth rates of the Fair Trade market.    

5. The formation (birth) and failure (death) rates of Fair Trade businesses need to 

be more fully assessed.  It is important to determine if these rates are similar to that of 

comparable businesses (e.g. small non-Fair Trade businesses) or significantly different.  

A study that investigates this data as well as the succession plans of Fair Trade businesses 

will bring to light the continued ability of the North American Fair Trade market to 

sustain itself.   
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APPENDIX  

 
Interview Questions  

 
Participant # ___________ 

 
General Questions  
 
1.  Company Name:  
 
 2.   Your position in company:    
 
3. History of business (How did you get started?): Why did you start the  
 business?  
 
(probe) What where your initial steps in getting the business running?  
 
4. Do you have a business background?  
 
 
Organizational Questions  
 
 5. How long has your organization/business been in existence?  
 
 A) 1 to 3 Years   B) 4 to 6 Years C) 7 to 10 Years D) More than 10 Years  
 
6. How many people are involved in your organization/business? Actual N  
What is the breakdown of Employees?  
Administrators___      
Paid Staff ___  
Volunteers____  
 
7.  Is your business for profit or non-profit? 
 
8. a)What Fair Trade organizations do you belong to, if any?  
 
b) In what ways do you benefit from your membership in these groups?   
 
 9. How many individual producers, co-ops, and/or groups if any, are you working with 
currently? Have you worked with in the past?  
 A) 1 to 3     B) 4 to 6      C) 7 to 8   D ) Greater than 8  
 
10. Where are your producers located? 
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11.  Is there a reason why you work with producers in these particular regions?  
 
12. a) How do you make initial contacts with co-ops and producers?   
Can you please describe this process of making contacts and finding groups and  
 building a trading relationship? 
 
b) Were the co-ops already established or did you organize the co-op yourself? 
 
c) How do you increase the number of producers that you buy from (for example, do you 
absorb more co-ops, do your co-ops grow)? 
 
d) Are there ever other producers that want to sell to you that you can’t absorb (For 
example co-ops from neighboring villages)? 
 
 
13. Do you micro-finance or grant loans to your producers?  
 Yes  No    I do not know  
 
 14. Does any one else you know of lend money to your producers?  
 Yes No    I do not know   
Probe  
 please explain  
 
15.  Do you provide financial support to your producers and co-ops in any other way (for 
example, provide health care, education, etc.)? 
 Yes No    I do not know  
 
16. Do you provide technical, educational training and//or organizational support to your 
producers?  
Yes    no    I do not know  
 
17.  How do you actual get the goods from your producers country (ies) to the  
 North American market?  Can you describe this process?  
 
18. Do representatives from your organization ever visit the producers you buy  
 from? If so how often?.     
 
19. Do you buy from other U.S. importers, such as Ten Thousand Villages?  
Yes or No. Why  
Probe  
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 Marketing Questions: 
 
20 a) What media and means of advertisement, if any, do you use to advertise your 
company and the Fair Trade products?  
 
b) Do you find these to be effective means of getting customers? 
 
21. In your advertising techniques, do you intentionally advertise the products as Fair 
Trade or are other aspects of the product emphasized more (such as the “organic” label or 
quality of the product)? 
 
22.  a) Who are your target customers, if any?  Why?   
 
b) Are there particular groups of potential consumers that you would like to reach?  
Why? 
 
 
Financial Questions  
 
 23. How do you establish what is a “fair price” for the goods produced? 
 
24. Do you usually advance money to producers or pay only for products  
 received, or after they are sold?  
 Yes No    I do not know  
 
25. What is your perception of the economic impact of your fair trade on the producers 
you work  
 with (probe: do you happen to know the actual total dollar amounts or the percentage of 
their total income that is Fair Trade)? 
 
26. What were your organization’s gross sales last year?  
 
27. a) How much (in dollars and/or percentage [total]) of your total gross are paid to your 
producers in a year?  
 
 a) How much in administrative (labor and other services—mailing, transportation, rent) 
did you accrue last year?   
 
 
28. It is evident that there is a deficit in quantitative studies on Fair Trade.    
Can you provide data for the growth of your sales/revenues over the years of  
 your operation?    
 
 
29.  (IF TIME PERMITS)  What do you as a Fair Traders get out of the Fair Trade 
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relationship?  
 
 


