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Executive Summary 

In recent years, there has been a radically change in corporate norms, which has led to an increased 

willingness for companies to act more responsible to improve their negative impact on society.  

This thesis will revolve around Fairtrade and how they have created awareness to consumers about 

the poor trading and working conditions of farmers in the south, which as a result have made many 

consumers more prone to buy ethical labeled products. To satisfy consumer demand for ethical 

products, it is often seen that companies develop codes of conducts or comply with certain 

certification schemes. 

This thesis will analyze why coffee roasters and retailers are prone to comply with Fairtrade 

standards, and why they merely certify a small percentage of their coffee. To determine this, 

various CSR theories has been explored and for the purpose of answering the research question of 

“How Fair Is Fairtrade”, instrumental, integrative and ethical CSR theories has been looked upon.  

Furthermore, this thesis will have its focus on how Fairtrade is affecting small-scale coffee farmers 

lives and how they are benefiting coffee roasters and retailers, which will be resolved in a 

stakeholder analysis. Opportunities and limitations to Fairtrade will also be highlighted and 

connected with fairness principles in order to determine how fair Fairtrade is.  

Additionally, focus will be put on the business approach of Fairtrade and how coffee roasters have 

grown sensitive to the need to address the social impact they have on producers in developing 

countries. Fairtrade has succeeded in merging profitability and economic effectiveness with 

international development objectives, making Fairtrade a valuable model to enlighten coffee 

roasters on how to move their CSR activities beyond talk and towards actions. 
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1.0 Introduction 

In recent years, there has been a radically change in corporate norms, which has led to an increased 

willingness to act more responsible to improve their negative impact on society. This is partly 

believed to be due to the increased awareness of the benefits that corporate social responsibility 

(CSR) can bring
1
.  

In its present form, CSR indicates a system of governing that motivates corporations not only to 

comply with various standards and criteria of social responsibility, but also to regulate other 

commercial actors as part of their own socially responsible behavior. 

Traditionally, companies were looked upon as a basic economic unit in society, in which their 

primary role was to produce goods and services that consumers needed and wanted, and make profit 

along the way
2
. At a general business process level, all other business responsibilities rely on the 

economic responsibilities of the company, given that without it, other responsibilities become 

problematic to employ. It has been accepted by society that companies operate with the motive of 

gaining profit, and it is at the furthermore expected that companies operate within given laws and 

regulations
3
. However, there are business practices that are frowned upon by society, even though 

these actions have not been codified into law. One way for a company to come across as an ethical 

company, is to embrace rising values and norms that society expects companies to meet. Therefore, 

these values and norms may reflect a higher standard of performance than those required by law, 

also known as ethical responsibilities. 

As a result, private regulation has since the early 1990s, expanded considerably and is closely 

associated with the principles and practices of CSR. The principle of private regulation is to 

implement standards that are suggested by a rule-setting actor to a rule-abiding actor on how to act 

in a given context. During the past decades, these standards have had an increasingly invasive role 

of technical, quality, safety and environmental and social specifications for products. These 

standards should guide producers on how to produce their goods, and provide information and 

assurance to consumers and business partners on what they purchase
4
.  

                                                        
1
 (Vogel 2008) 

2 (Carroll 1991) 
3 (Carroll 1991) 
4
 (Wouters et al. 2009) 
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To comply with society’s demand for ethical practices, it is often seen that companies develop 

codes of conducts, which refers to a company’s policy statement, defining ethical standards for their 

business practices. As corporate codes of conduct are completely voluntary, the implementation of 

codes of conduct depends completely on the company. Companies often publicize their codes of 

conduct, hoping to prevent consumer groups’ boycotts and their pressures on the market as well as 

using auditing to put pressure on their suppliers
5
. 

The past years, non-state market driven governance systems, which recognize and track the 

markets’ supply chain of responsible produced goods and services, have increased greatly. Their 

perceived objective is to rectify a wide range of global social and environmental market failures. 

The large growth of such codes stems from the lack of credibility of industry self–regulation, the 

increase in consumer and NGO influence and activism as well as the influence of norms of good 

governance that emphasize the importance of collaboration and partnership
6
. 

As NGOs work hard to make corporations adopt their standards, it of interest to look at the 

willingness of companies to adopt private regulation. 

Research indicates that private regulation that faces labor conditions have been had a positive 

effect, but is still facing significant weaknesses and challenges. Criticism has been aimed at the 

genuine intentions of a company’s implementation of codes of conducts and it has been argued that 

companies design their own codes of conducts solely to reduce risks in terms of decreasing legal 

liability of their brand as well as prevent damage to their reputation rather than to to protect labor 

rights or improve working conditions
7
 

NGOs put great pressure on companies and have become skilled at using market campaigning 

technique to gain power over socially irresponsible companies. There is, however, still little 

evidence that consumer behavior has actually been affected and become more politicized, and as 

research indicates, most consumers continue to make purchasing decisions primarily based on price, 

quality and convenience. However, as many large companies are highly risk averse and eager to 

protect both their reputation and the value of their global brands, they have often given in to public 

                                                        
5
 (International labor organization 2012) 

6
 (Vogel 2008) 

7
 (Locke et al. 2006) 
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protest or even the threat of public protests, by agreeing to change particular business policies and 

practices
8
. 

Furthermore, as competition is increasing, it is becoming increasingly difficult for companies to 

differentiate their brand by using traditional attributes such as price, value, or quality. In a 

competitive market, companies need attractive alternatives to give their brand symbolic value, 

differentiate their brand from its competitors, and build a strong meaningful identity for the 

consumer
9
. One way to do so is by applying a product with an ethical, social, or environmental 

characteristic, which, in general, cannot be seen or experienced by using it. As such, these product 

characteristics only exist for the consumer if they are being communicated
10

, which is, in general, 

seen in form of an ethical label.  

This thesis will focus on the business approach of Fairtrade and how coffee roasters have grown 

sensitive to the need to address the social impact they have on producers in developing countries. 

Fairtrade has succeeded in merging profitability and economic effectiveness with international 

development objectives, making Fairtrade a valuable model to enlighten coffee roasters on how to 

move their CSR activities beyond talk and towards actions. 

1.1 Problem Identification and Research Question: 

During the years as a business student it has become evident that, in general, all business initiatives 

are concentrated around generating revenue. The elective course “Corporate Social Responsibility: 

Challenge and Opportunity for Business Leaders”, confirmed the suspicion of how good corporate 

deeds are not based on altruism, but that CSR actions, some more than other, are based on self-

interest, benefiting the company in the long-run.  

 

1.1.2 Starbucks and Fairtrade case 

The interest for this thesis came from a class discussion about how the Fair Trade movement thrust 

itself onto Starbucks in February 2000 when the activist NGO Global Exchange launched a protest 

at the company’s annual meeting, demanding that Starbucks sell Fairtrade coffee.  

 

This happened during a time where the coffee industry was facing massive overproduction, which 

                                                        
8
 (Vogel 2008) 

9
 (Alcaniz et al. 2010) 

10
 (Hartlieb & Jones 2009) 
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had caused the world coffee prices drop greatly. As a result, coffee farmers economy decreased and 

many farmers faced worse poverty than before.  

During the same period, Starbucks was succeeding greatly in the specialty coffee market and thus 

showed massive growth. Confronted with the industry situation and its leadership position, 

Starbucks was presented with various challenges, such as the Fair Trade movement pressuring them 

to pay higher prices to small-scale coffee growers. Trying to cope with these pressures, Starbucks 

was seeking innovative solutions to create a more economically, environmentally, and socially 

sustainable coffee system, resulting in an alliance with Conventional International
11

.  

However, this was not sufficient to satisfy the Fair Trade movement, which consequently put even 

more pressure on Starbucks. The situation was much more aggressive than any other advocacy 

group Starbucks had ever dealt with before and Starbucks’ CEO, Orin Smith, stressed the fact they 

were not only concerned about the Fair Trade groups’ capability to severely damage their business, 

but also their ability to influence people inside and outside the company to perceive Starbucks’ 

business practices negatively. Consequently, after discussions back and forth, Starbucks settled to 

enter an agreement with the nonprofit TransFair USA, which provided independent certification for 

all Fair Trade coffee in the United States at that time.  

 

Haven given in to the pressure of the Fair Trade movement, Starbucks was still facing challenges as 

Global Exchange and TransFair continued to pressure Starbucks to purchase larger quantities of 

Fairtrade coffee, but Starbucks encountered constraints in terms of lacking customer demand.  

An important fact was that Fairtrade put Starbucks in a situation where they wanted them to sell 

certified coffee that didn’t meet Starbucks quality standards, undermining their market niche. 

TransFair was not interested in improving quality among its Fairtrade farmers, as that was not seen 

as their mission. They only focused on solidarity among small-scale farmers and paying good 

prices, but as Starbucks’ vice president Sue Mecklenburg stresses, Starbucks had other things to be 

concerned about, which were not dealt with in the Fair Trade model. 

1.1.3 Research and working questions 

The Starbucks case highlights the fact that Fairtrade need coffee businesses to sell Fairtrade 

certified coffee in order to survive and since they cannot offer high quality coffee, they must 

motivate coffee roasters and coffee retailers in other ways. Looking into Fairtrade’s business model 

                                                        
11 A major international environmental nonprofit organization 
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and the motivational factors for coffee business to comply with Fairtrade’s standards, it is easy to 

get the impression that Fairtrade is creating greater benefit to the coffee roasters and retailers than 

to small-scale farmers.  

With this is mind; the following research question has been conducted: 

 

 How fair is Fairtrade? 

As the research question revolves around the expression “fair”, it has been found relevant to 

identify the fairness principles by Primeaux, who presents fair in regards to rational, emotional and 

spiritual fairness and relate them to Fairtrade and CSR theory.  

Furthermore, in order to answer the research question, a couple of working questions have been 

conducted. The first working question aspires to clarify the various stakeholders of Fairtrade and 

how they are affected: 

 How does Fairtrade affect its key stakeholders? 

Inspired by the Starbucks case, it has been found interesting to examine how quality and price of 

Fairtrade coffee affects key stakeholders and how it fits with Primeaux’s principles of fairness. 

 How does price and quality of Fairtrade coffee fit  

into the spectrum of fairness? 

The working questions will work as a foundation for answering the research question, “How fair is 

Fairtrade?” 

1.1.4 Demarcation 

This thesis will only focus on Fairtrade International (FLO) and not on other Fair trade 

organizations or other labeling schemes. 

Fairtrade International is certifying various crops, such as coffee, bananas, cotton and cocoa, but 

this thesis will merely be concentrated around Fairtrade coffee, which was the first crop Fairtrade 

started certifying due to its high price volatility. 

Fairtrade have many primary and secondary stakeholders, who are all of great importance, but due 

to the scope of this thesis only the most relevant primary stakeholders have been presented and 

discussed.  
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The thesis will refer to coffee roasters and retailers multiple times, and it is important to keep in 

mind that this is a pure generalization and it is acknowledged that not all retailers and coffee 

roasters have the same motivations and interests as the hypothetical ones has in this thesis. The 

generalization is based on various articles, interviews with representatives from multiple coffee 

roasting companies as well as retailers. For the purpose of identifying how fair Fairtrade is, it has 

not been found necessary to review all retailers and coffee roasters who are Fairtrade certified. A 

interview with the sales manager from Growers cup, which is Fairtrade certified, gave a good 

indication of how some coffee roasters operates in regards to Fairtrade.  

The following chapter will present the theory chosen to examine and answer the research and the 

working questions.  

2.0 Theoretical background 

This chapter is constructed after a funnel approach, starting broadly by explaining the general 

concept of CSR, narrowing it down to specific CSR approaches, such as stakeholder theory, and 

instrumental-, integrative-, and ethical CSR theories. These theories have been found relevant in 

order to address Fairtrade as a CSR approach, as well as the motives for coffee roasters to comply 

with Fairtrade’s standards. 

Having presented appropriate CSR theory, the three principles of fairness is presented for the 

purpose of clarifying the term “fair”. 

Finally, as Fairtrade is communicated to consumers via an ethical label placed on the Fairtrade 

product, the chapter will finish with the definition of ethical labeling, its features, and relevance. 

2.1 Corporate social responsibility  

In recent years, CSR has attracted much attention and there is constant debate about how it should 

be interpreted and what CSR refers to.  

The definitions chosen for this thesis is that the objective of CSR is to accept the responsibilities of 

the company’s actions and encourage a positive impact through its activities on the environment, 

consumers, employers, communities, and other stakeholders. 
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In the 1970’s Milton Friedman argued that social matters are not the concern of business people and 

that these problems should be resolved by the unregulated workings of the free market system
12

, 

meaning that a company’s production is under private ownership and prices are determined by 

supply and demand. The role of the company is therefore to create wealth by providing goods and 

services. Critics of CSR argue that CSR distracts a company from the economic role of business, 

whereas advocates of CSR argue that a company can gain more long-term profit by operating with a 

perspective.  

Archie Carroll stresses a very different view on CSR and the responsibilities companies have. He 

argues that companies have four key responsibilities, which includes economic, legal, ethical, and 

philanthropic obligations
13

. This range of responsibilities may seem broad as well as in striking 

contrast to the classical economic argument of Milton Friedman:  

“There is one and only one social responsibility of business – to use its resources and engage in 

activities designed to increase its profit so long as it stays within the rules of the game, which is to 

say, engaged in open and free competition without deception or fraud”
14

. – Milton Friedman 

Recent years have seen a radically change in corporate norms, which has led to an increased 

willingness to act more responsible to improve their negative impact on society, which is partly due 

to the increased awareness, by many companies, of the benefits that CSR can bring
15

.  

In its present form, CSR indicates a system of governing that motivates corporations not only to 

comply with various standards and criteria of social responsibility but also to regulate other 

commercial actors as part of their own socially responsible behavior. 

2.2 Private regulation  

Traditional private-regulation primarily involves technical rules and guidelines for various 

materials, products, and processes aimed at improving coordination and lowering transaction costs, 

whereas more recent codes focus more on the social impact of business. The newer forms of 

                                                        
12

 (Wood 1991) 
13

 (Carroll 1991) 
14

 (Friedman 1970) 
15

 (Vogel 2008) 
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industry private-regulation politicize business decision-making, by pressuring companies to act and 

make expenditures they would not otherwise have made
16

. 

Private regulations can often be described as soft laws, ranging from private and voluntary codes, 

certification, and labeling systems to transparency obligations on the part of governments. The main 

difference between private governance and state and domestic governance is that the private 

regulation exclusivity relies on voluntary compliance. Many voluntary agreements between 

companies and governments are voluntary in name only, as the state retains final legal authority. 

This is not the case for private regulations where there is, in general, no state back up. Private 

regulation such as labeling, disclosure, auditing and certification components of private regulations 

are not subject to state scrutiny and there are not any state penalties for non-compliance
17

.  

An important observation made by Grant and Keohane is that:  

“When standards are not legalized, we would expect accountability to operate chiefly through 

reputation and peer pressures rather than in more formal ways.”
18

 

Rule-setting actors, who set standards that are not legalized, are often non-governmental 

organizations (NGO), who try to implement private regulations on various corporations for the 

purpose of informing them on how to act in a given context. 

2.3 Non-Governmental Organization 

One can describe a NGO as any non-profit, voluntary citizens group, which is organized on a local, 

national or international level. Many NGOs are very task oriented and performs a range of service 

and humanitarian functions, hence bringing the concern of citizens to the government
19

. 

The role of NGOs is to advocate and monitor policies and encourage political participation by 

informing about specific issues, such as human rights, environment or health. They provide analysis 

and expertise and operate as early warning mechanisms and help monitor and implement 

                                                        
16

 (Vogel 2008) 
17

 (Vogel 2008) 
18

 (Vogel 2008) 
19

 (Vogel 2008) 
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international agreements. Their relationship with offices and agencies of the United Nations system 

differs depending on their goals, their venue and the mandate of a particular institution
20

. 

The motivation to involve the corporate sector towards increasing various CSR initiatives is to 

diminish the governance gaps that exist between global markets and state-based authority structures 

and by providing opportunities for consumers and investors to engage in politics via markets
21

. 

In order to strengthen developing countries national regulation through international trade, NGOs 

attempts to express more strict regulatory standards to developed countries’ companies, which 

utilize business operations in developing countries. It can be said to be a mechanisms of social 

controls for global companies, but in reality there is little evidence to how private regulation have in 

fact affected corporate business operations or the extent to which they have improved shortcomings 

of state regulation
22

.  

2.4 Codes of conduct  

Private regulations are mainly all industry or product based and primarily addresses either labor or 

environmental practices, with a particular focus on high profile issues such as child labor, 

sweatshops, forestry practices, diamond mining, as well as coffee and cocoa production. There are a 

few codes that address corporate human rights practices, whereas trade associations or individual 

firms have adopted the vast majority of voluntary codes unilaterally
23

.  

The concept of corporate code of conduct refers to a company’s policy statement that defines 

ethical standards for business processes. Corporate codes of conduct are completely voluntary and 

can take various forms and address any issue. The implementation of codes of conduct depends 

completely on the company. The logic behind corporate private voluntary codes of conduct is that 

monitoring should provide information that is useful to both consumers as well as the company. 

Companies make the codes of conduct public, hoping to prevent consumer groups’ boycotts and 

their pressures on the market as well as use for monitoring information to put pressure on their 

suppliers
24

. 

 

                                                        
20

  (NGO 2012) 
21

 (Vogel 2008) 
22 (Vogel 2008) 
23

 (Vogel 2008) 
24

 (International labor organization 2012) 
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The most significant private regulations are codes of conduct across multiple stakeholders. Here 

standards are set and compliance procedures are agreed upon following negotiations between 

businesses as well as national governments, NGOs and/or trade unions. These codes typically 

include global product and producer certifications as well as provisions for the independent 

monitoring of suppliers. In recent years, non-state market-driven governance systems, which 

recognize and track the markets’ supply chain of responsible produced goods and services, have 

increased greatly. Their perceived objective is to rectify a wide range of global social and 

environmental market failures. The large growth of such codes of conduct stems from the lack of 

credibility of industry self–regulation, the increase in consumer and NGO influence and activism as 

well as the influence of norms of good governance that emphasize the importance of collaboration 

and partnership
25

. 

Upon analysis of private regulations that face labor conditions, it is evident that they are effective, 

while still acknowledging that they face various weaknesses and challenges. Some of the critics 

have been aimed at the genuine intentions of a company’s implementation of codes of conduct. It 

has been argued that companies design their own codes of conduct to reduce risks in terms of legal 

liability of their brand as well as prevent damage to their reputation and rather than protecting labor 

rights or improve working conditions
26

 

2.5 Global Business Compliance  

As NGOs work hard to make corporations adopt their standards, it of interest to look at the 

willingness of companies to accept private regulation, and David Vogel is one of the researchers to 

come across some interesting factors.  

The first and most important is the pressure that NGOs put on companies. NGOs have become 

adept at using market campaigning technique to gain power over socially irresponsible companies. 

However, as Vogel points out, there is still little evidence that consumer behavior has actually been 

affected and become more politicized and, as research indicates, most consumers continue to make 

their purchasing decisions based primarily on price, quality and convenience. As many large 

companies are highly risk averse and eager to protect both their reputation and the value of their 

global brands, they have often given in to public protest or even the threat of public protests, by 

                                                        
25

 (Vogel 2008) 
26

 (Locke et al. 2006) 
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agreeing to change particular business policies and practices
27

. 

 

Another interesting factor is the changes in corporate strategies. Some companies regard private 

regulation and other dimensions of CSR as being in line with their business objectives and believe 

the claim that acting more responsibly will benefit the long-term financial interest of their company.  

Vogel stresses that much writing on CSR exaggerates the business benefits of more responsible 

corporate behavior and it is still not possible to demonstrate a relationship between CSR and 

financial performance. CSR can however be utilized in various ways, which will be clarified in the 

next part. 

2.6 CSR theories 

As CSR have been widely accepted, it is worth noting that there are various ways to implement and 

benefit from it. For the purpose of clarifying these implementation methods, the CSR strategies 

considered in this analysis have been divided into three main categories. 

 

1. Instrumental theories – Companies perceive CSR only as an instrument for wealth 

creation, and its social activities are only used to gain economic results
28

.  

2. Integrative theories – A corporation is focused on the satisfaction of social demands, in 

which businesses ought to integrate social demands. The theory usually argues that business 

depends on society for its continuity and growth
29

.  

3. Ethical theories – Corporations have an ethical responsibility to society. These theories 

focus on the relationship between business and society, which is embedded with ethical 

values. This means viewing CSR from an ethical perspective and as a consequence, firms 

ought to accept social responsibilities as an ethical obligation above any other 

consideration
30

.  

2.7 Instrumental theories 

Criticisms of Fairtrade have led to believe that companies use the Fairtrade label as an instrument 

for creating competitive advantage, economic results, and launder their image. To analyze this 

                                                        
27

 (Vogel 2008) 
28

 (Garriga & Melé 2004) 
29

 (Garriga & Melé 2004) 
30

 (Garriga & Melé 2004) 
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further it has been decided to look into CSR instrumental theories, in which companies use CSR as 

a strategic tool to achieve economic objectives. Three main groups of instrumental theories can be 

identified as
31

: 

1. Maximization of shareholder value, measured by the share price.  

2. Strategic goal of achieving competitive advantages, which would produce long-term profits.  

3. Cause-related marketing, which refers to a type of marketing that, involves cooperative 

efforts between a “for profit” company and a “non-profit” organization for mutual benefits. 

 

2.7.1. Maximizing the shareholder value  

Maximizing the shareholder value is basically an approach in which a contribution is made in order 

to maximizing the shareholder value and is the primary criterion behind a specific corporate social 

activity
32

. The objective of maximizing the shareholder value means that if the social demand can 

generate an increase of the shareholder value, the investment should be made; if the social demand 

only imposes a cost to the corporation the investment should not be made
33

.  

One way to maximize shareholder value is by treating CSR as a business case. Kurucz et al. suggest 

four general types of business cases for CSR: cost and risk reduction, profit maximization and 

competitive advantage, reputation and legitimacy, and synergistic value creation.  

2.7.2 CSR Strategies for achieving competitive advantages  

Competitive advantages can be described as an advantage gained over competitors by offering 

customers greater value. This can either be through lower prices or by providing additional benefits 

and services. For growers and producers involved in niche marketing, finding and nurturing a 

competitive advantage can mean increased profit and a venture that is sustainable and successful 

over the long term
34

.  

Companies, who want to use CSR as a way to gain competitive advantage, must understand the 

communities they impact and figure out how their business can help these communities grow 

qualitatively along with the business in the short- and long-term
35

.  
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The challenge for many corporations is to identify social issues that can drive its competitiveness 

both now and in the future. In order identify these issues, managers must first believe that social 

concern or CSR is a source of business opportunities and competitive advantage. This integration 

can then pave way for sustainability and growth
36

.  

2.7.3 Cause-related marketing  

Cause-related marketing can be defined as a marketing approach, where a “for-profit” organization 

and a non-profit organization cooperate in order to gain mutual benefits.  

Cause-related marketing is different from philanthropy
37

, since it does not involve a specific 

donation, but a marketing relationship, where the “for-profit” organization offers to contribute a 

specified amount to the cause, which the “non-profit” organization represents and the customers 

engage in a revenue-providing exchange that satisfies not only the organizations objectives, but also 

the individual customer
38

. The objective of cause-related marketing is to enhance company 

revenues and sales or build customer relationship by creating a brand through the acquirement and 

association of the ethical or social responsibility
39

. Cause-related marketing seeks to create 

differentiation by creating socially responsible attributes that affects a company’s image
40

, since it 

creates a reputation of reliability and truthfulness
41

. 

 

In order to pursue a cause-related marketing strategy, a company must build a cause-brand alliance 

with a non-profit organization. By forming a cause-brand alliance, the company projects a corporate 

identity, communicating that its behavior and actions are not only motivated by self-interest but also 

by unselfish motivations
42

.  

In the mind of the consumer, brands play an important role when identifying and differentiating 

products and services. Brands indicate the position of products and companies on the market, 

allowing consumers to create opinions and consider choosing a particular product. In market 

situations like this, companies use CSR as a positioning strategy that provides a competitive 

                                                        
36

 (Johnson et al. 2008) 

37 Corporate Philanthropy - a corporation, not an individual, is donating funds, time, or talent. Although done on a 

larger scale, corporate philanthropy is still done without any expectation of direct corporate gain (such as increases in 

revenue), but usually involves indirect gains (such as enhancing a company’s brand, engaging employees, recognition, 

etc.). 
38

 (Varadarajan & Menon 1988) 
39

 (Varadarajan & Menon 1988) 
40

 (Smith & Higgins 2000) 
41

 (McWilliams & Siegel 2001) 
42

 (Johnson et al. 2008) 



 18 

advantage. Consumers are becoming increasingly demanding of companies, by wanting better 

quality products at a lower price as well as products, which are also produced and commercialized 

following ethical standards
43

. Consumers have a tendency to prefer socially responsible companies, 

but they may be unconvinced about their practices because they believe that a company’s social 

initiatives mainly come from self-interested motivations. Credibility becomes a key focus in order 

to counterbalance the tension between a company and its consumers in relation to CSR
44

.  

By creating a cause-brand alliance with a socially credible company, consumers are likely to 

increase their view of a company’s credibility. This is mainly due to source credibility, which can 

be defined as the believability of the communicator, the “non-profit” organization, by the consumer. 

This is often seen in form of a spokesperson, a celebrity, an expert or another individual 

communicating a message on behalf of the company, which is known as a brand endorsement 

strategy. When applying a cause-brand alliance, the “for-profit” organization will use the “non-

profit” organization as a communication source
45

.  

Cause-brand alliances follow the same logic as other brand endorsement strategies, by linking their 

company to a social cause, in order to provoke related knowledge to the public, thereby taking on 

the values of the social cause to the brand, hence positioning the brand as socially responsible
46

. 

2.8 Integrative Theories 

Integrative theories look at how business integrates social demands and argues that business 

depends on society for its existence, continuity and growth. Social demands are generally viewed 

upon as how society interacts with business and how it gives it a certain legitimacy and prestige. As 

a result, coffee-roasting companies should also consider social demands, e.g. the social demands 

presented by Fairtrade, and integrate them with their business practices, hence being in accordance 

with social values
47

.  

2.8.1 Issues management  

In this approach, it is crucial to consider the gap between what the organization’s relevant public 

expects its performance to be and the organization’s actual performance. These gaps are usually 
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located in the zone of discretion where the company receives some unclear signals from the 

environment. The company should realize the gap and choose a response in order to close it. 

Issues management involves social responsiveness but issues management emphasizes the process 

for making a corporate response to social issues. Issues management has been defined, by Wartick 

and Rude, as the process by which the corporation can identify, evaluate and respond to those social 

and political issues, which may impact significantly upon it. They add that issues management 

attempts to minimize surprises, which accompany social and political change by serving as an early 

warning system for potential environmental threats and opportunities
48

.  

2.8.2 Stakeholder management 

Stakeholder theory is one of the most influential theories within CSR and is represented in various 

forms, in most areas of CSR
49

.  

Stakeholder theory should be seen as the core of CSR theory since it aligns with the thought that if a 

company affects individuals or groups to reach its goal, these groups will have a legitimate interest 

in the company. Depending on how the company affects them, these stakeholders have a significant 

stake in the corporation, thereby putting them in a position where the company should consider 

their interests
50

.  

Stakeholder management can be defined as a tool to support an organization in achieving its 

strategic objectives by interpreting and influencing both the external and internal environments and 

by creating positive relationships with stakeholders through the appropriate management of their 

expectations and agreed objectives. Stakeholder management is a process that must be planned and 

guided by underlying Principles. Emshoff and Freeman have presented two basic principles, which 

emphasize stakeholder management.  

1. The first principle states that the central goal is to achieve maximum overall cooperation 

between the entire system of stakeholder groups and the objectives of the corporation. 

2. The second principle states that the most efficient strategies for managing stakeholder 

relations involve efforts, which simultaneously deal with issues affecting multiple 

stakeholders. 
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It is important to understand different stakeholder’s expectations and their relative influence on a 

company’s strategic purpose. The number of stakeholders and the variety of interest that a company 

must consider when setting its aims and objectives can make decision making a complex process. 

The amount of influence would depend upon the amount of power each group of stakeholders could 

exert, which often tends to vary over time
51

. In order to understand both the power and interest of 

different stakeholder groups, a stakeholder analysis can be utilized
52

.  

The concept of a stakeholder analysis is that it classifies specific groups or individuals that a 

company must be responsive to and thereby consider in its CSR direction
53

. As such, stakeholder 

theory is mainly a managerial tool: in a given situation, a company needs to work with selected 

individuals or groups in society in order to fulfill its goal, and the stakeholders that may have an 

influence on the company’s goal has to be taken into account
54

.  

2.9 Ethical Theories 

Ethical theories focus on the ethical requirements that strengthen the relationship between business 

and society. They are based on principles that express the right thing to do or the necessity to 

achieve a good society.  

2.9.1 Sustainable development 

Sustainable development is, according to the European Commission, related to organizations that 

meet the needs of present generations without jeopardizing the ability of future generations to meet 

theirs. It represents a vision of progress that integrates immediate and longer-term objectives, local 

and global action, and regards social, economic and environmental issues as inseparable and 

interdependent components of human progress. 

It is not possible to bring about sustainable development merely by policies, it is necessary that it is 

taken up by society at large; affecting the many choices that businesses and citizens makes every 

day. This requires profound changes in thinking, in economic and social structures and in 

consumption and production patterns
55

. 

Sustainable development requires the integration of social, environmental, and economic 
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considerations to make balanced judgments for the long term
56

. It can be described as a process of 

achieving human development in an inclusive, connected, careful and secure manner. 

When a company has to develop the processes and implement strategies to meet the corporate 

challenge of corporate sustainable development, problems often occur. Sustainability should be 

looked upon as an ideal that society and business can continually strive towards by creating value 

and outcomes that are in line with social environmental and economic dimensions
57

. 

One can argue that corporate sustainability is a custom-made process where each organization 

should choose its own specific ambition and approach regarding corporate sustainability. This 

should meet the organization’s aims and intentions, and be aligned with the organization strategy
58

. 

 

2.9.2 The Common Good Approach 

This approach has the view that business, social groups or individuals in society, have to contribute 

to the common good, because it is a part of society. Business should not be harmful or a burden on 

society, but purely be a positive contributor to the wellbeing of society. 

When using this approach a company should strive to contribute to the common good in various 

ways, such as creating wealth, providing goods and services in an efficient and fair way and at the 

same time respect the dignity and the inalienable and fundamental rights of the individual. 

Furthermore, it should contribute to the social well-being and harmonic way of living together as 

well as offering diplomatic and friendly conditions, both in the present and in the future. 

To some extent, this approach has a lot in common with both the stakeholder approach and 

sustainable development, but the philosophical base is different. Although there are several ways of 

understanding the notion of common good, the interpretation based on the knowledge of human 

nature and its fulfillment seems particularly influential
59

.  

It should be clear by now that there are many faces of CSR and that companies can have different 

stances towards CSR, which affect the strategies they pursue. In order to be able to answer the 

research question, “How fair is Fairtrade”, it has been found relevant to look into other aspects 

than merely CSR theories. It order to be able to examine how fair Fairtrade is, the following section 

will define how the concept of ‘fair’ should be understood in this thesis.   
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2.10 Principles of fairness  

What is fair? This question becomes important in the context of examining how fair Fairtrade in 

fact is. It has been found relevant to define the term “fair” as it seems that in the arena of 

international trade, companies are encouraged to pay lip service to sustainable development for 

popular admiration
60

.  

It might seem that the word “fair” has a common meaning in today’s society, but it is not possible 

to assume that everyone perceive the term “fair” in the same way. In order to define the term “fair”, 

the Golden Rule will be presented. The Golden Rule is the concept of a mutual or two-way 

relationship between one’s self and others, which involves both sides equally and in a mutual way. 

The Golden Rule is a ground rule, an ethical code, or morality that states either of the following:  

 One should treat others, as one would like others to treat oneself (positive form)  

 One should not treat others in ways that one would not like to be treated (negative form, 

which is also referred to as the silver rule) 

Sagan has re-interpreted the Golden Rule and suggested the following versions: 

 The Iron Rule – Do unto others as you like, before they do it unto you, or sometimes 

formulated as: He who has the gold makes the rules 

 The Tin Rule – Suck up to those above you and abuse those below you 

According to Sagan, the Golden Rule does not take human differences into account, and he argues 

that even the harshest and demanding standard of behavior lends itself to subjective interpretation. 

He stresses the point that our responses are partly determined by our perceived self-interest. And we 

respond in kindness or act opposite because we hope it will accomplish what we want
61

.  

Sagan suggests that an individual find personal power appealing and the reason of the motives, 

attitudes, and values underlying the fairness interpretation become apparent when power is defined 

with respect to utility and control. He stresses that in order to use the Golden Rule as a practical 

application, suffering and power must be assumed. This means that the one who exercise the utility 

and control is the one who determines what is fair and who benefits and who loses. The one who 
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appeals to the Golden Rule does so due to pre-determined conditions; hence excluding the meaning 

of fairness
62

.  

Primeaux et al. conclude from Sagan’s insights that “we do not want to be treated as we would 

treat others, but better”. This is often seen in the world of business ethics, where individuals are 

prone to point to the need for more attention to ethics, but always for someone else, never for 

themselves
63

. Primeaux et al. (2008) have described three different perspectives of “fair” - Rational, 

Emotional, and Spiritual. 

2.10.1 Rational Fairness 

Rational fairness is perceived from the perspective of addressing fairness with an appeal to 

individual reasoning and self-interest. Rational self-interest implies competition for success as its 

operative motive, and enlists individual selfishness and ambition as its driving values. 

From this perspective, the Golden Rule gives way to the Iron Rule when formulated: he who has the 

gold makes the rules or the tin rule: suck up to those above you and abuse those below. 

Power relates to ones self-interest as utility and control leads to the question of “What can you do 

for me?” When an individual is unable to control something for his own self-interest, the human 

person and the natural environment is reduced to objectivity hence becoming evaluated with the 

value of utility. Talking about “fair” from this perspective, one can describe it, as a matter of ethical 

selfishness and ambitions, consequently, competing for success, “fair” becomes a matter of utility 

and control
64

. 

2.10.2 Emotional Fairness 

Opposite to rational fairness, emotional fairness revolves around putting others ahead of oneself, 

whether it being another individual or the natural environment.   

It is the emotions that steers the individual towards the other and give focus to the other as well as 

oneself, hence making the terms of the relationship between the two more subjective. Furthermore, 

rather than competing for success, perceiving fair with the emotional perspective links a company 

for satisfaction as its operational motive and the values of compassion and altruism become more 

distinct than selfishness and ambition. The emotional perspective seeks to ask the operative 
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questions of “What can I do for you?”  

From this emotional perspective “fairness” is understood more in terms of the communal good 

rather than the individual good. 

2.10.3 Spiritual Fairness 

Finally, the spiritual perspective is set to appeal to a set of attitudes, motives, and values that comes 

directly from human experience. It addresses the part of the human person that appeals to the 

existence of something other than oneself, other people and nature, but more to the universal whole.  

The Golden Rule is interpreted as the Silver Rule: “Do not do unto others what you would not have 

them do unto you” and projects it into universality. It appreciates fairness with respect to every 

aspect of human experience, personal and natural. The spiritual perspective seeks fairness without 

ascribing to limitations of any kind. Fairness becomes a matter of all people, at all times, and in all 

places.  

 

As the three principles of fairness have been clarified, the next part will present ethical labeling for 

the purpose of explaining why companies is keen to have them displayed on their products.  

2.11 Ethical Labeling 

Having a product with an ethical, social, or environmental characteristic cannot, in general, be seen 

or experienced by using it. As such, these product characteristics only exist for the consumer if they 

are being communicated
65

. 

Ethical labeling is a market-based tool that adds an ethical quality feature to a product. In practical 

terms, product labeling provides consumers with simple, useful and credible information of 

complex issues along the supply chain. With the help of an ethical scheme, ethical aspects are being 

turned into a product quality that sellers can use to compete with
66

. By applying an ethical label on 

a product moralizes and humanizes key aspects of a business process by providing credible and 

practical information to consumers, which can affect consumption choices, similar to regular 

marketing initiatives. With the help of an ethical scheme, ethical aspects are being turned into a 

product quality that sellers can use to compete with
67

.  
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By informing and influencing, labels link producers and consumers. For consumers to have 

confidence in the claims made by an ethical label, they must be convinced of their authenticity and 

enforcement. Therefore, the most successful ethical labels rely on a third-party certification process, 

which can be overcome by employing an organization without a direct financial interest in the 

outcome to verify the claims that are made
68

. 

2.12 Summing up  

The various CSR theory presented have challenged Friedman’s view on corporate responsibilities 

and as the theory suggest, one may be able to give a higher return of investment to shareholders, if 

treating CSR as a business case. 

This thesis will use Fairtrade as its main case as Fairtrade is perceived as an NGO that strives to 

involve coffee roasting companies in their CSR initiative.   

Furthermore, the chapter has presented CSR theory relevant for investigating various companies’ 

motivations for establishing CSR initiatives as well as complying with NGOs and their set of ethical 

standards. It was identified that NGOs have, through their marketing and branding, become very 

good a gaining power over socially irresponsible companies who, in general, are highly risk averse 

and eager to protect both their reputation and the value of their global brands.  

The chosen CSR theory signifies that it is possible to have various attitudes toward CSR, which 

affect the CSR strategy, that a company or organization pursue. The four categories of CSR theories 

clarifies the most relevant theories for examining this thesis research question and focuses on 

different aspects of social reality: economics, politics, social integration and ethics. 

The proclamation that Fairtrade is striving to achieve better prices, decent working conditions, local 

sustainability, and fair terms for farmers has given rise to investigate how this mission relate to the 

term fair. As fair is not universally understood, it was decided to relate the Fairtrade mission to the 

three fairness principles that Primeaux and Le Veness present in their article “What is Fair: Three 

Perspectives”. These fairness principles will be helpful in the analysis of “how fair is Fairtrade” 

and will provide knowledge of Fairtrade’s motivation of creating fair terms for farmers in 

developing countries as well as coffee roasting companies motivation for complying with 

Fairtrade’s principles.  

                                                        
68

 (Howard & Allen 2010) 



 26 

To be able to answer the research question of “How fair is Fairtrade?” the focus will be put on 

Fairtrade, and not on other ethical label initiatives. It is also important to state that this thesis will 

only be concentrated around coffee on the Fairtrade market as well as the conventional market and 

not on other Fairtrade labeled crops.  

The following chapter will present Fairtrade, the Fairtrade label and how Fairtrade is perceived by 

coffee roasting companies as well as retailers. 

3.0 Fairtrade 

As this thesis strives to answer the research question “How fair is Fairtrade?” the focus will be put 

on Fairtrade, and not on other ethical label initiatives. The following chapter will introduce 

Fairtrade, Fairtrade International and Fairtrade USA, the Fairtrade principles as well as coffee 

roasters and retailer’s attitudes toward Fairtrade. This will provide valuable knowledge of 

Fairtrade’s business model and enlighten possible gaps in the system, which might have an effect 

on the distribution of benefits to the various stakeholders. 

3.1 What is Fairtrade 

Fairtrade is a product labeling system for sustainable trade with developing countries and can be 

described as a product of the ethical consumption movement
69

. It is based on the idea that the world 

trading system does not do justice to the world's poor and Fairtrade believe that paying more than 

necessary for poor producers' goods is a better way to support development than making financial 

donations
70

.  Fairtrade deals with the unfairness’s of conventional trade, which usually 

discriminates against the poorest and weakest producers. Fairtrade enables them to improve their 

position and have more control over their lives
71

. In practice, this means that producers sell their 

production at a pre-defined and guaranteed price (the Fairtrade minimum price), and cooperatives 

receives an additional premium (Fairtrade premium) for deliveries to Fairtrade market outlets
72

.  

 

The current fair trade movement was shaped in the 1960s where it quickly expanded to a variety of 

Fairtrade certification organizations spread across Western Europe, North America and Japan. 
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Many of these organizations used the Max Havelaar name, while others used different names, such 

as Transfair, Fair Trade Mark and Rättvisemärkt
73

. In 1997 the various national certification 

organizations united and formed the Fairtrade Labeling Organization (FLO). The purpose of this 

new umbrella organization was to harmonize standards and certification procedures. To ensure the 

transparency and the independence of the Fairtrade certification and labeling system, Fairtrade 

International was divided in January 2004 into two independent organizations: 

 

1. FLO International is the standard setter for Fairtrade. It develops and reviews Fairtrade 

standards and assists producers in gaining and maintaining certification and in capitalizing 

on market opportunities on the Fairtrade market. To ensure the transparency of the system, 

the standards are developed and reviewed by the FLO Standards and Policy Committee, in 

which FLO members, producer organizations, traders and external experts participate.  

 

2. FLO-CERT GmbH is a limited company that ensures that producers and traders comply 

with the FLO Fairtrade Standards and that producers invest the benefits received through 

Fairtrade in their development. Operating independently from any other interests, it follows 

the international ISO standards for certification bodies (ISO 65). 

3.1.1 Fairtrade’s vision and mission 

Fairtrade view their reason for being as a response to the failure of conventional trade. They believe 

that conventional trade fails to deliver sustainable livelihoods and development opportunities to 

people in developing countries and its initiatives is as a response to particular needs of the people 

situated in these countries. They are well aware that their initiative cannot address all the problems 

that exist in various product sectors, geographic locations, or the different stages of production. The 

vision of Fairtrade is to create a world that involves justice and sustainable development in trade 

structures and business practices so that everyone, through their work, can maintain a decent and 

dignified livelihood and develop their full human potential
74

. 

Fairtrade believe that one way to reduce poverty is through trade and greater sustainable 

development, but only if it is managed for that purpose, through greater equity and transparency 

than is currently the norm. Fairtrade deem that the way to manage this is by forcing small-scale 
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farmers to become better organized, be better resourced and supported in order to take more control 

of their work and thereby also secure access to mainstream markets under fair trading conditions
75

.  

Fairtrade also attempts to shorten the commodity chain by cutting out intermediaries so that a larger 

proportion of the final price remains with the producer, as portrayed in appendix 1. Fairtrade 

assumes that their initiative achieves the highest impact with the widest coverage possible and they 

hope to achieve a tipping point one day when their certification is not a voluntary plus or means of 

differentiation anymore but something expected by consumers
76

. They link their growth to the 

scope of its impact and to aspects such as market access for more producers or wider areas under 

sustainable management. Furthermore, their market coverage and growth potential is also seen as 

essential for their power to shape global production, consumption and trade
77

. Fairtrade believe that 

if the demand of Fair Trade products increases, it makes them able to extend the reach and impacts 

of their work, as well as clearly demonstrating and expressing public support for changes in 

international trade rules to governments and policy makers
78

. 

 

Fairtrade strongly believes that the people and organizations of the western world will be willing to 

trade in this fairer way, when they are informed of the needs of producers and the opportunities that 

Fairtrade offers to change and improve their situation. Fairtrade is motivated by consumers who buy 

Fairtrade products, and thereby supports Fairtrade financially, to increase campaigning to reform 

international trade rules and create a fairer economic system
79

. Fairtrade see themselves as the link 

between those in the developed world who seek greater sustainability and justice to the ones in need 

in the developing countries. In other words, the Fairtrade movement enables consumers to make a 

difference for the producers in developing countries through their consumer choices
80

.  

 

3.1.2 How Fairtrade works 

Fairtrade trading is different from conventional trading, as producers have to comply with Fairtrade 

principles. If they would like to sell Fairtrade labeled goods they have to apply for a license from 

FLO-cert. FLO-cert will audit the small-scale farmer to ensure that it works in compliance with the 
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Fairtrade rules. Having been approved, the small-scale farmer will have to pay for the annual audits 

and invest in improvements each year in order to access the Fairtrade market. Fairtrade standards 

comprise both minimum social, economic and environmental requirements, which producers must 

meet to be certified, plus progress requirements that encourage continuous improvement to develop 

farmers’ organizations or the situation of estate workers
81

. 

Even though a small-scale farmer has been Fairtrade certified, Fairtrade does not guarantee that the 

producer will be able to sell the products on the Fairtrade market
82

. Certified producers are often 

only able to sell a small portion of their harvest on the Fairtrade market leaving the rest to be sold 

on the conventional market.
83

 In essence, any product can be Fairtrade, but FLO have yet to develop 

standards for all products. So far, Fairtrade products include coffee, bananas, tea, herbs and spices, 

rice, cocoa, flowers, honey, fresh fruit, juices etc.
84

. Due to the many products and the amount of 

various standards, this thesis will merely focus on Fairtrade coffee. Coffee was the first Fairtrade 

product and continues to be the greatest Fairtrade seller
85

. In 2010, the world’s coffee sales 

amounted to 6.9 million tons
86

 where 87.576 tons were Fairtrade coffee
87

.  

Coffee producers cannot be individually Fairtrade certified, they have to be certified via a 

membership of a producer cooperative. The cooperative is the one getting certified and the one 

receiving the benefits, which involves a guaranteed minimum price of US$ 1.40/lb. for Arabica 

coffee or the world market price, if it is higher than the Fairtrade minimum price
88

. Furthermore, 

they receive a social premium of US$ 0.20/lb.which is to be used by the cooperative 

As seen in appendix 2, the small-scale farmers sell their production to the cooperative at a given 

price. The cooperative then sells the production to various exporters/importers that in return pays 

the Fairtrade minimum price as well as the Fairtrade premium. As such, a small producer 

organization is only involved to establish and maintain smooth working relationships between 

small-scale producers and the private sector. Fairtrade only audits that the procedures between 
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exporters/importers and cooperatives are in accordance with Fairtrade standards, hence there is no 

audit of the cooperatives are paying farmers the Fairtrade minimum price for their coffee
89

.  

There are two main types of producer organizations that Fairtrade work with, small farmers’ 

organizations and commercial farms that permanently employ Hired Labor. FLO have excluded 

plantations from the Fairtrade coffee market, thereby excluding landless farm workers that are 

employed on those estates to be Fairtrade certified
90

.  

3.1.3 The Fairtrade minimum price 

The Fairtrade minimum price defines the lowest possible price that a buyer of Fairtrade products 

must pay the producer. The minimum price is set based on a consultative process with Fairtrade 

producers and traders and guarantees that producers receive a price, which covers the cost of 

sustainable production. When the market price is higher than the Fairtrade minimum price, the 

market price is the one to be paid. The minimum price is active as long as the world market price is 

lower, whenever the market price is higher than the minimum price; the Fairtrade minimum price is 

the same as the world market price
91

, which can be portrayed in appendix 3. 

3.1.3 The Fairtrade Premium  

The Fairtrade premium is money paid on top of the Fairtrade minimum price, which have to be 

invested in social, environmental and economic developmental projects, decided upon 

democratically by a committee of producers within the organization or of workers on a plantation
92

. 

The Fairtrade Premium is intended to be a flexible support that farmers and workers can use to meet 

theirs and their communities specific needs. Accordingly, Fairtrade farmers and workers use the 

Fairtrade Premium in hundreds of different ways. It is impossible to capture the full detail and 

diversity of the premium expenditures in this thesis; hence the models presented in the following 

have been categorized into broad spending categories to give an indication of how farmers and 

workers are choosing to use the premium money. The numbers and figures are drawn from 

Fairtrade Labeling Organization International’s rapport: “Monitoring the scope and benefits of 

Fairtrade. Third Edition, 2011”. 

 

                                                        
89

 Appendix 7 
90

 (Fairtrade International 2012) 
91 (Fairtrade International 2012) 
92

 (Fairtrade International 2012) 



 31 

For small producer and contract production organizations, the Fairtrade Premium expenditure 

categories are as follows: 

 

Figure 1 - Fairtrade premium expenditure categories 

Figure 1 indicates that the Fairtrade premium can cover a wide range of social, environmental and 

economic developmental projects. 

When looking at figure 2, it is possible to see an average of the overall premium revenue across 

organizations and across members, which gives a rough indication of an average reported Fairtrade 

premium income per member or worker and per organization. For 2009–10 the amount has 

increased from 2008 levels. It has to be taken into account that an average figure hides counter-

trends and variation at organization, country, and product level. 

Looking at figure 2, it is possible to see that the average premium received per Small Producer 

Organization/Contract production (SPO/CP) member reached €47 per year in 2009-2010. The 

average premium per hired labor organization (HLO) worker reached €100 per year in 2009-2010 

and the average premium received by all members or workers was €54 in 2009-2010. 
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Figure 2 - Fairtrade Premium received global averages 2009-2010 

In order to comprehend these numbers, it has been decided to look further into what small producer 

organizations (SPO) are as well as the definition of a SPO member, to capture the scope of the 

average €47 premium.  

As it is not easy to bring a product on the market, Small Producer Organizations are used to 

establish and maintain smooth working relationships between small-scale producers and the private 

sector. Small-scale producers, in general, do not have access to all the features needed for 

delivering a product that responds to market demand. They often face strong economic, social and 

physical disadvantages: in some areas the infrastructure is poor, while in other areas up-to-date 

market information is not always available to everyone. Another challenge is the difficulty in 

accessing technical advisory services, agricultural inputs and financial services
93

. 

A Small Producer Organization is a member-based organization, constituting of local coffee 
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cooperatives, which have a democratic structure that allows members to control the operation of 

their organization. The primary objective of a Small Producer Organization is to support producers 

in accessing markets
94

. One SPO member is one cooperative, which represents an amount of small-

scale farmers. To give an indication of the effect of the average Fairtrade Premium, the following 

example of the SPO Oromia, in Ethiopia, has been created: 

 

The small producer organization Oromia constitutes of 74 cooperatives, which in total represent 

68,691 small-scale farmers and including their family members, the number reaches 343.455 

people
95

. As figure 4 signifies, the average premium a small producer organization member receives 

is €47, one member being one cooperative. 

As it is not possible to track down the amount of farmers each of the 74 cooperatives represent, an 

average will be applied. It is therefore assumed that each of the 74 cooperatives constitutes of 928
96

 

small-scale farmers (4.641 people
97

, including family members). 

If each small-scale farmer were to be paid an equal share of the €47, they would each receive €0, 05 

per year
98

. The cooperative is able to spend the Fairtrade premium on any of the categories 

presented above, which indicates that the €47 is not be shared between the farmers as an extra 

payment. This is further supported by figure 3, which shows how an average Small Producer 

Organization distributes the Fairtrade premium. The majority, 30% equal to €14, 1 is spend on 

investment in production and processing at farmers level per year.  
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Figure 3 - Fairtrade premium expenditure by category: SPO's 2009-2010 

As the small producer organization Oromia is located in Ethiopia, in eastern Africa, the average 

yearly premium is not €47. As shown in figure 3, the Caribbean cooperatives are receiving a much 

higher yearly premium (approx. €225) compared to the cooperatives in total Africa (approx. €25) 

  

 

 

 

 

 

 

 

 

Figure 4 - Average Fairtrade premium received per member or worker by sub-region 2009-2010  
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This information changes the calculation, so that each of the 928 small-scale farmers has to equally 

share €25, which results in €0, 02 per small-scale farmer, hence the average distribution of the 

premium will be the same. 

3.2 Coffee roasters attitude toward Fairtrade  

In the article “With friends like these: The corporate response to Fairtrade coffee”, Fridell et al. 

illustrate that the 4 largest companies, Procter & Gamble (P&G), Nestlé, Kraft, and Sara Lee first 

tried to ignore Fairtrade, but eventually had to give in to the pressure from the Fairtrade movement. 

This led to P&G and Nestlé having limited formal agreements with Fairtrade and Kraft changed 

their buying policies. Nestlé and P&G responded to Fairtrade by promoting coffee price 

stabilization and supporting the International Coffee Organization. Nestlé, Kraft, and P&G have 

also endorsed charity programs in producing communities and Nestlé, Kraft, and Sara Lee have all 

joined Social Accountability International
99

. 

These flourishing corporate policies might not meet all of Fairtrade objections, but they do push 

these companies in a Fairtrade direction. As Fridell et al. argues, it can be understood as rational 

economic actions based on the strategic importance of maintaining brand value and expanding 

market share, as well as a corporate countermovement. These 4 major companies have only 

purchased a small amount of Fairtrade coffee and have refused to include Fairtrade coffee in their 

mass-market brands. These companies continue to believe that charity and further marketing for 

roasters are the only suitable supplements to their shared goal of increasing consumer demand for 

coffee
100

. 

In the article “Humanizing Business Through Ethical Labeling: Progress and Paradoxes in the 

UK”, Hartlieb and Jones have conducted numerous amounts of interviews with representatives of 

various certification organizations, such as Rainforest Alliance, Scottish Organics Producer 

Association (SOPA), UTZ Certified, and Fairtrade.  

Through these interviews Hartlieb and Jones discovered that the motivations for companies to apply 

a particular certification system could be described two-folded as economic motivation and as 

idealistic and ethical motivations
101

. They discovered that economic motivation is the most 

important factor for companies to apply a particular certification. The reason described in the article 
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was that companies are able to charge higher prices for their products, or gain direct market access, 

since many retailers require certification
102

. This is further supported by Peter Griffiths, who argues 

that licensees and retailers use the Fairtrade brand in addition to their normal commercial brand in 

order to charge a higher margin, expect a higher turnover and launder their image
103

.  

Coffee roasters see being Fairtrade certified as an opportunity to get recognition for what is being 

done and as a possibility to improve their images and relations with governments and NGOs
104

. In 

some cases, companies have joined ethical label schemes because of economic incentives and 

consequently learned to appreciate other benefits of improved conditions, hence adopting a more 

normative sincerity for participating in a labeling scheme
105

. 

Many of the labeling initiatives representatives interviewed by Hartlieb and Jones stressed the fact 

that large buyers, especially retailers, work as an important factor because they push for certified 

products either as a reaction to the growing market potential based on changing consumer 

preferences, or because of emerging CSR agendas or ethical sourcing policies
106

. 

Fridell et al. argue that Fairtrade has created an industry-wide adoption of corporate responsibility 

and caring. The four largest coffee companies, Sara Lee, Nestlé, Kraft and P&G, have as a response 

to Fairtrade now declared their commitment to corporate responsibility on their websites, 

documenting the steps that they are taking to become good corporate citizens by improving the 

welfare of suppliers and improving environmental sustainability
107

.  

Having introduced Fairtrade’s mission and vision as well as coffee roasters attitudes toward 

Fairtrade, it has been found relevant to investigate whether Fairtrade offers opportunities and 

benefits to the small-scale farmers or if it in fact creates further limitations and challenges. 

3.3 Data findings 

As Fairtrade has acknowledged that their system is not perfect and that it faces challenges, this part 

will present data in relation to the opportunities and limitations Fairtrade faces in regards to small-

scale farmers. These data findings derive from various scientific research articles as well as 
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interviews. It is, however, acknowledged that there are other opportunities and limitations than the 

ones presented in the following sections. For the scope of the thesis, these have not been included.  

3.3.1 Opportunities 

In the article “The future of Fairtrade coffee: Dilemmas facing Latin America's small-scale 

producers” by Murray et al. a range of opportunities, which have prospered from Fairtrade 

certification, has been identified. Murray et al. emphasize that the Fairtrade market is facing great 

increase in growth, which consequently affect the business opportunities for small-scale farmers 

and cooperatives. Companies who purchase Fairtrade products is forced to make further purchases 

beyond the current harvest cycle as well as buying directly from producer’s organizations, which 

will eventually provide the small-scale farmers and cooperatives with greater benefits, as they will 

receive the Fairtrade minimum price as well as the social premium
108

.  

The social premium give benefit on a community based level and strengthens the producer’s 

organizations and is described in this article as a cultural revival for the local people. Murray et al. 

argue that these incentives add something positive to the life of the Fairtrade producers
109

.  

 

Looking at the more practical aspects of Fairtrade, technical assistance, training in farming 

techniques, as well as capacity building of management and marketing skills are offered by 

Fairtrade, which is perceived to greatly benefit farmers and farmer's organizations. Furthermore, 

Murray et al. stresses the fact that according to Fairtrade standards, importers have an obligation, if 

requested, to offer pre-financing of up to 60% of the given contract value
110

. 

 

Additionally, Loraine Ronchi also identifies a number of benefits in her article “The Impact of Fair 

Trade on producers and their organizations: a case study with Coocafé in Costa Rica”.  

Ronchi stresses the fact that the higher Fairtrade price gives the farmers a sense of security, which 

makes them less risk averse and thereby more willing to invest future incomes. The higher Fairtrade 

price also makes the farmers able to keep their children in school for longer
111

.  

As a small-scale farmer you are a member of a cooperative, which brings the farmer many benefits, 
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such as increased bargaining power and the opportunity to bundle purchases in order to gain 

discounts. Ronchi also stresses the fact that the cooperatives receive technical assistance as well as 

help with organizational processes and product standardization. Ronchi argues that farmers benefit 

from community projects that are funded with the social premium. 

3.3.2 Limitations 

As there are various articles identifying the range of opportunities that Fairtrade claims to offer to 

some of the world’s poorest farmers, there are also various articles that identify a range of 

limitations. This section emphasizes whether Fairtrade deliver what it promises or if it in fact is 

harming the long-term interest of poor farmers. The focus will be put on systemic issues, such as 

the supply and demand of Fairtrade coffee, price, quality as well as the marginalization of the 

small-scale farmers. 

3.3.2.1 Fairtrade minimum price 

One of main criticism of Fairtrade is that it is merely a very small percentage of the extra paid by 

consumers for Fairtrade products, in the developed world, that actually reaches farmers in the 

developing countries
112

. 

As Fairtrade, in their promotional material, guarantees a living wage to coffee producers, the reality 

paints another picture. What Fairtrade in fact guarantees is a minimum price to cooperatives; the 

actual coffee grower does not receive that guarantee. This is further strengthen by the fact that the 

Fairtrade minimum wage rule is only extended to direct cooperative employees and not workers 

hired by Fairtrade farmers
113

. It is also identified that due to an increased tendency for corruption 

and unnecessary layers of bureaucracy in various cooperatives, the amount of the Fairtrade 

premium that actually reaches the farmers is reduced
114

.  

3.3.2.2 Sustainable development 

Fairtrade believe that one way to reduce poverty is through trade and greater sustainable 

development, but only if it is managed through greater equity and transparency than is currently the 

norm. Fairtrade does not need to be organic, but it is a Fairtrade demand that employees as well as 

the environment, the processing and transportation are greatly considered
115

. 
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Sustainable production and Fairtrade production is not an option for some of the poorest people in 

developing countries, since they are not able to afford fertilizer or pesticides, and they can 

especially not afford to verify it for private certification organizations, which are charging farmers 

for providing their approval and conduct regular checks. Only when a sufficient number of farmers 

have come together, they might be able to afford e.g. organic labeling or Fairtrade labeling. The 

Fairtrade system thereby excludes the poorest and least organized farmers
116

.  

 

This is further emphasized in an interview made with a manager of a local cooperative in Nicaragua 

conducted by Johannessen and Wilhite for their article “Who really benefits from Fairtrade? An 

analysis of value distribution in Fairtrade coffee”. The manager pointed out that one of the 

problems with Fairtrade is that it requires an enormous amount of paperwork from the producers, 

which includes filling out many forms and registers. He pointed out that these tasks are very 

difficult for people with low levels or no education and impossible for those who are illiterate, 

unless they seek assistance
117

.  

 

Peter Griffiths stresses the fact that Fairtrade concentrates its efforts on relatively rich farmers. 

Importers buy from the cooperatives that are efficient and can provide the desired quality at the 

time required and handle the paperwork. Unavoidably, the most healthy, skillful and educated 

farmers are most likely to do this, and they are the richest (of the poorest). The cooperatives with 

these farmers find it easier to meet the criteria of Fairtrade, to do the paperwork required and to 

make the investments involved. Farmers who do not wish to market through the local cooperative 

are excluded, as are older farmers, unskilled farmers, farmers who do not have access to research, 

marginal farmers, those in geographically remote or ecologically marginal areas, those who have 

less ability to pay for their labor or those who do not have suitable cooperatives in their 

neighborhood etc.
118

 

3.3.2.3 Supply and demand 

During the past years, the sale of Fairtrade products has increased by more than 70 percent, but 

according to the British economist, Tim Harford, it is a big problem to pay coffee farmers a higher 

price than the market price. Tim Harford believes that the reason for the low price of commodities 
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like coffee is due to overproduction, and ought to be a signal to producers that they must begin to 

grow other crops
119

. When Fairtrade pays an artificial higher price to each producer, they encourage 

farmers to increase their production. As a consequence, coffee farmers will plant more coffee trees, 

resulting in a higher supply than demand, since there will not become more coffee drinkers and the 

individual coffee drinker will not drink more coffee, simply because more coffee has been labeled 

with the Fairtrade label
120

. This pushes the price down further on the conventional market, since the 

coffee that cannot be sold on the Fairtrade market will be sold on the conventional market, which 

creates more poverty among the producers who are not a part of the Fairtrade system
121

. According 

to Weber, the permanent situation of oversupply of Fairtrade coffee results in higher entry barriers 

and increasing demands on existing producers. Paradoxically, it will be the farmers who are most 

marginalized and impoverished, the ones Fairtrade is supposed to help, which will be the victims of 

these higher entry barriers and increasing demands
122

.  

In the article “With friends like these: The corporate response to Fairtrade coffee” Sara Lee, 

Nestlé, Kraft and P&G claim that Fairtrade ignores the relevant market forces and emphasize that 

the Fairtrade initiative is sympathetic, but that it is naïve to the causes of the producers’ challenges 

and believe that Fairtrade’s strategy is actually intensifying the coffee crisis
123

. As these four 

multinational companies express, there are several reasons for the decrease in coffee prices, all of 

which reflect the normal functioning of the free market. If oversupply of coffee is the problem, then 

Fairtrade is actually doing a great disfavor to the coffee producers, by trying to maintain a minimum 

price. In the scenario without an ensured minimum price, the decreasing prices would force high-

cost producers out of the industry, which would reduce supply and as a consequent, bring the price 

back up
124

.  

3.3.2.4 Price and Quality 

Fairtrade have made it its mission to direct itself towards marginalized small-scale coffee farmers, 

which does not have the incentives to compete. The reason why they are not able to compete is, in 

general, due to the fact that they grow coffee in areas that are not suited for it, resulting in the 
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production of low quality of coffee
125

. Low quality coffee makes it hard for the cooperative to sell 

the full production to the Fairtrade market, as the quality does not justify the price premium
126

. As 

an example, Berndt reports that the largest Guatemalan cooperative can only sell 23% of its coffee 

to the Fairtrade market, while the average sale of Fairtrade coffee in Costa Rica is 20%.  

As it is not possible for the farmers to sell all of their production on the Fairtrade market, they are 

forced to sell the remaining production on the conventional market. On the conventional market, the 

price is determined by the quality of the coffee, which gives the farmers, as well as the 

cooperatives, an incentive to sell the coffee with the lowest quality on the Fairtrade market and the 

coffee with the highest quality on the conventional market, in order to receive a higher price
127

. 

 

Berndt gives an illustrative hypothetical example of how Fairtrade twists incentives so that farmers 

will gain from selling their worst quality coffee on the Fairtrade market: 

 

A farmer has after the harvest produced enough coffee to make two bags of equal size and has 

sorted the two bags according to quality, knowing that he will be able to sell bag A, containing the 

lower quality coffee, for 120$ and bag B, containing the higher quality coffee, for 140$ on the 

conventional market. He has a quota that allows him to sell half of his harvest to the Fairtrade 

cooperative where he will receive 131$ ($1.21/lb. +$0.10/lb.)
128

. 

 

 

 

 

 

 

Figure 5 – Fairtrade market sales vs. Conventional market sales 

In scenario 1, the farmer will sell bag A, containing lower quality coffee, to the Fairtrade market 

and sell bag B, containing the higher quality coffee, to the conventional market. This means that the 

farmer will earn $131 + $140 = $271 from the production.  
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 Scenario 1 Scenario 2 

Fairtrade Market $ $131 for bag A $131 for bag B 
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In scenario 2, the farmer will sell bag A, containing lower quality coffee, to the conventional market 

and sell bag B, containing the higher quality coffee, to the Fairtrade market. This means that the 

farmer will earn $131 + $120 = $251 from the production. 

 

Based on this hypothetical example, Berndt stresses the fact that the farmer is able to maximize the 

income the following year, using the same input. By reallocating resources and focusing mainly on 

improving the quality of the best coffee plants, the farmer will be able to produce a bag of coffee 

worth $150 on the conventional market and still receive $131 for the still poor quality bag of coffee 

on the Fairtrade market. This means that the farmer is able to increase the income from $271 to 

$281 the following year, by increasing the quality of one half of the production and decreasing the 

quality on the other half of the production
129

.  

3.3.2.5 Full Transparency 

Margit Kjeldgaard argues that there should be full transparency about the economy, production and 

organization in all stages of the supply chain in order for consumers to decide whether the 

transaction is fair. All stages should include disclosure of the price breakdown, so it is apparent 

what the producers get out of the deal, in conjunction with intermediaries
130

. She acknowledges that 

giving full transparency is inconsistent with the market economy as in business, it is rare for 

companies to state how much turnover they have and at what price raw materials and intermediate 

goods were bought at, in order to keep vendors and discounts for themselves and to appear 

successful
131

. Another problem comes from market forces: Some consumers are very positive 

towards Fairtrade and can devote a higher price of 10-25% more for coffee, clothes, etc. And since 

there is no regulation on how much extra a retailer can charge for a Fairtrade labeled product
132

, the 

retailer set the price of Fairtrade goods higher than the price premium that goes to the producers, in 

order to maximize profits
133

. 

Jens Gundtoft stresses that consumers have a tendency to blindly trust any kind of labeling without 

becoming familiarized with it. Jens Gundtoft deem that Fairtrade have marked themselves 

extremely well toward consumers, with feel good campaigns, which have been taken greatly 

advantage of by the retailer. Consumers are willing to pay more for a Fairtrade product, since they 
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believe that half of the price will go to the producer, while in fact it is all the other intermediaries in 

the supply change who all charge an extra fee
134

. Jens Gundtoft pointed out that Fairtrade is viewed 

upon as specialty coffee in the industry, which is why intermediaries are able to charge extra for the 

coffee.  

Margit Kjeldgaard argues that Fairtrade coffee customers sees it as a plus when the price is high 

because they think the producer receive the price difference. The premium of Fairtrade products is 

not so much due to the better payment to the producer as it is due to profit maximization to the 

benefit of retailers
135

. She continues that Fairtrade is not a social movement or business ethics, but 

rather a PR opportunity and a profitable niche. Retailers and coffee roasters hope that having one 

Fairtrade product can get the entire brand to appear socially responsible, even though the company 

continues to buy their majority of coffee on the conventional market
136

. Jens Gundtoft is of the 

opinion that coffee roasters only use the Fairtrade label on a small portion of their coffee brands, so 

the consumers have something to differentiate with. He further stresses the fact that consumers do 

not mind paying a higher price for Fairtrade coffee, which makes the coffee roaster able to also 

increase the price of conventional coffee, still to a lower price than Fairtrade coffee
137

.     

4.0 Method 

As this thesis is trying to get a deeper insight into the construct of Fairtrade’s business model and 

the question of who really benefits from it, the use of a case study as a research method will be 

presented in this section. In relation to this case study this chapter will show how and why the 

specific choices were made, and how this affects the quality of this thesis. The limitations and 

delimitations of the thesis are also discussed.  

4.1 Case Study 

The research method chosen for answering the research question; “How fair is Fairtrade” is a case 

study approach, as it supports the aim to provide an in-depth clarification of a case
138

, in this case 

Fairtrade’s business model. The case study’s evidence and information has been gathered through 

interviews and the analysis of archival information. 
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Case studies can take the form of a single-case design or of multiple-case designs. A multiple-case 

design must follow a replication rather than sampling logic, but when there are no other cases 

available for replication, the researcher is limited to single-case designs. As Fairtrade business 

model is one of a kind, within ethical labels, it limits the possibility to replicate the findings to other 

cases. Therefore this case study is a single-case study of Fairtrade and an empirical examination of 

a contemporary phenomenon, which is researched in depth and within its real-life context
139

. Using 

case study as a method gives the opportunity to retain meaningful characteristics of Fairtrade and 

understand the range of complexity that it faces
140

. What distinguishes a case study from other 

studies is that the researcher is concerned to clarify the unique features of a given case
141

, in this 

case Fairtrade and how fair it in fact is. 

 

According to Yin there are three requirements that ought to be fulfilled in order to take on a case 

study research method. The type of research question presented should be in the form of asking 

“how” or “why”, the researcher should not be able to control the actual behavior of events, and the 

focus should be on current events
142

. This thesis realizes the mentioned criteria; as the existing 

research question is “How fair is Fairtrade”, the researcher has no control over Fairtrade or 

companies using the Fairtrade label, and finally CSR is a much discussed topic in today’s society. 

As researches can have different objectives, it is important to utilize case studies in one of the 

following ways, in order to meet the criteria of the research
143

. 

 

Descriptive case studies are used to describe an event/ process in its natural domain. The main 

objective is to answer how, who and what questions.  

Explanatory case studies are intended to investigate and explain the characteristics of a phenomenon in 

more depth, e.g. its interrelationships, by asking “how” and “why” questions. 

Exploratory case studies are applied to explore entirely new fields of research when the researcher has 

only few or no previous circumstances (e.g. frameworks, theory) for explaining the focused 

phenomenon.  
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Another way of specifying the use of case studies is with respect to the logic of scientific 

reasoning
144

  

Inductive case studies are conducted to expand, develop and build theory, since existing theory is 

considered incomplete. The theory generated is a direct result based on the researcher’s data to fill a 

gap in the literature
145

.  

Deductive case studies use existing theory to investigate a focused phenomenon. During the case 

study the existing theory is tested and may be either be confirmed or falsified
146

.  

 

This single case study of Fairtrade can be defined as a descriptive case study, which utilizes the 

inductive approach. The motivation for conducting an inductive case study research is based on the 

desire to explore and understand the emerging and contemporary phenomenon that Fairtrade can be 

characterized as. The thesis will not only investigate Fairtrade but also highlight the real-world 

circumstances that Fairtrade’s stakeholders face, due to its actions.  

Furthermore, the thesis aims to merge Fairtrade and coffee roasters with CSR stances and 

approaches as well as with the principles of fairness. To be able to merge this, the case study has 

followed Yin’s generic process
147

, which involves defining a research question, designing and 

selecting a case, collecting and analyzing the data.  

 

The use of case studies have been chosen on the basis of the strengths it has compared to 

quantitative methods and experiments. Case studies describe the real world without influencing or 

simplifying it; hence theories can easily be tested on real-life examples
148

. 

 

It has to be taken into account that case studies also face certain weaknesses. A frequent criticism of 

case study methodology is that its dependence on a single case makes it incapable of providing a 

generalizing conclusion. But as Yin argues, the goal of the study should be to establish parameters, 

which should then be applied to all research. In this way, even a single case can be considered 
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acceptable, given that it meets the established objective
149

. 

However, in order to reduce skepticism towards case study research concerning generalizability, 

Yin argues that case studies and the methods resulting from these (triangulation, cross-case 

analysis) can be used
150

.  

 

This thesis has used different theory, also known as theory triangulation
151

, to define a domain 

where the Fairtrade case study’s results can be considered valid and help to achieve external 

validity. By using more than one theory the thesis aims to uncover results that will produce similar 

answers, where if merely applying one theory, the validity of the findings can be questioned. The 

purpose of triangulation in qualitative research is to increase the credibility and validity of the 

results.  

4.2 Data Collection methods 

This section presents the procedure for data collection and includes a detailed description of the 

methods used and discussions of the relevance of the chosen methods. 

The main source of data used in this thesis is secondary literature about Fairtrade and CSR theory. 

The secondary literature has been the most significant source of information as to how fair Fairtrade 

actually is. The information gathered has been complemented with primary data in terms of 

qualitative interviews.  

4.2.1 Primary data 

In this thesis the primary data consist of interviews. In-depth interviews are appropriate when 

conducting studies with the goal of understanding, describing and discovering as it assists to better 

understand social processes, the motivations of human beings, and the context in which they are 

situated
152

. Furthermore, the interviews were found relevant in relation to the research question in 

terms of supporting results and findings obtained in various literatures as well as in addition to look 

for new relevant information that could clarify the Fairtrade situation. The primary data are based 

on a semi-structured interview with Jens Gundtoft, sales manager at Growers Cup as well as an 
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explorative interview with Jonas Giersing, director of Fairtrade Mærket Danmark. 

 

In the beginning of the research stage, the researcher went to a class presentation with Jonas 

Giersing, director of Fairtrade Mærket Danmark, at Copenhagen Business School. It has been 

considered an explorative study, as the researcher before, during and after the presentation was able 

to ask questions to Jonas Giersing and gain familiarity with Fairtrade, its business model, and their 

mission. The questions asked to Jonas Giersing were based on knowledge gained from the 

secondary data as well as inspired from his presentation.  

The questions asked before the presentation happened in form of a friendly conversation and can be 

described as an unstructured interview, since the interview happened without any set format. The 

researcher did have some key topics formulated in advance, which led to an unstructured interview 

form, which enabled the researcher to adapt to the responses of Jonas Giersing and proceed in a 

friendly conversation.  

The questions asked during and after the presentation can be related to the process of a semi-

structured interview, as the presentation raised further questions, which led to open-ended questions 

and room for probing Jonas Giersing’s responses
153

. The explorative study enabled the researcher to 

grasp the mission that Fairtrade is striving to achieve, how it works, and the challenges they face.  

The interview with Jens Gundtoft, sales manager, at Growers Cup was conducted as a semi-

structured phone interview, with open-ended questions with room for probing and data mining and 

additional questions in order to gain a flexible and rich interview situation
154

. This enabled the 

researcher to comprehend the relationship between Growers Cup and Fairtrade as well as ethical 

labeling in general. The open-ended questions were based on topics related to the research question 

and sub-questions. The topics were influenced by the knowledge gained from the secondary data 

presented above. The purpose of the interview was to obtain qualitative information from a 

relatively new player in the coffee industry utilizing the Fairtrade label, and how they perceive 

Fairtrade and its business model.  

The general limitations when conducting interviews is that both the structure, personal interests of 

the interviewee, and the way the questions are asked can give biased answers. It can also be argued 
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that more interviews would have been preferable, since the interviewee lacked full knowledge 

within certain research areas
155

. 

4.2.2 Secondary data 

The secondary data collection process started off with the researcher reading a comprehensive 

amount of literature about Fairtrade and ethical labeling in general, which led to the research 

question of “How fair is Fairtrade?” 

The majority of the literature read about Fairtrade is of high quality, which has made it possible to 

investigate several aspects of Fairtrade, ranging from price setting to the use of the Fairtrade label 

by retailers and various coffee roasters. The many data sets has been recognized as being of high 

quality as the sampling procedures have been conducted thoroughly, which in most cases have 

resulted in samples that are more representative than the researcher, of this thesis, would have been 

able to achieve herself. It has been assumed that the authors of the literature read have faced the 

same problems of survey non-response as anybody else, but that it has been kept to a minimum by 

executing well-established procedures
156

.  

The use of secondary research has made it possible to research Fairtrade across boarders ranging 

from companies in developed countries to farmers and co-operatives in developing countries. It has 

to be mentioned that much of the writing and debate about Fairtrade has been extremely negative 

and it was found relevant to also conduct some primary research in order to incorporate a 

comparative element into the study, and draw conclusions from there on.  

Having comprehended the literature about Fairtrade and established the research question it was 

clear that Fairtrade and the way companies use it in their CSR business strategy was going to be the 

main elements of the research. A thorough literature review was made in order to uncover already 

existing theories on these areas and decide which would best suit the case. Furthermore the 

theoretical secondary data has been gathered from the Internet, books, articles, reports and journals 

within the fields of CSR and business strategy. 

The theories used in the analysis have been selected in relation to answering the research question: 

“How fair is Fairtrade”. As Fairtrade is a CSR initiative it was found relevant to research the 

different aspects of CSR and how companies incorporate it into their business strategy. 
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Furthermore, as the research questions draws on the word “fair”, it was found necessary to define 

what the term fair implies and relate it to the different CSR strategies presented.  

4.3 Validity: 

When conducting research, validity becomes one of the most important criteria, as the conclusion of 

this thesis is generated based on the research gathered. But constructing validity in a case study can 

be problematic. The main criticism of case study validity have been pointed towards the possible 

subjectivity of the researcher, but according to Yin it is possible to come across this by using 

multiple sources of evidence, establishing a chain of evidence, and having a draft case study report 

reviewed by key informants. In this thesis having multiple sources of evidence has been used to 

construct validity.  

4.3.1 Construct validity 

In this thesis, construct validity has been considered in terms of how questions have been asked in 

the two interviews conducted. Throughout the interviews there has been a focus on finding answers 

for the research question as well as the working questions, by making the interviewees elaborate on 

their answers, as this was found the most suitable way of operationalizing the theoretical 

concepts
157

.  

 

The questions asked to Jonas Giersing and Jens Gundtoft, were formulated without any theoretical 

wordings, in order to be confident that the interviewees understood the question as intended. The 

validity of the two interviews could have been weakned if the intervieweer asked leading or poor 

formulated questions, which could have resulted in misunderstandings and wrong interpretation. 

Another validity issue can be directed at the interviewee responding with an answer that he might 

think the interviewer wants to hear. In order to come across this, the interviewer made sure to 

double check that she had understood the situation as the interviewee presented it.  

 

The interview with Jonas Giersing, was not subject to biasness as one might have thought. Jonas 

Giersing reviled both positive and negative issues about Fairtrade and was very aware that the 

system is not perfect. 

 

The interview with Jens Gundtoft can be considered valid as the all the answered given have been 
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doubled checked with him, in order to make sure that everything has been understood correctly. 

Jens Gundtoft told the story of how Growers Cup had to surrender to the Fairtrade label and how 

they perceive the label, which is considered being biased as this situation does not reflect how all 

coffee companies use and perceive the label. 

4.3.2 Internal validity 

According to Yin
158

, internal validity is merely found relevant for causal case studies, where the 

researcher intends to determine whether one event led to another or not. Consequently this thesis 

does not analyse the relationship between an event (cause) and another event (effect), hence internal 

validity is perceived as being irrelevant in this thesis. 

4.3.3 External validity  

When conducting research it is important that a study’s findings can be generalized
159

, and as Yin 

stresses, it is not a question of the findings being generalizable in relation to another study but 

instead the aim should be to generalize the findings to theory
160

. 

 

Using case study research as a method, external validity or generalizability, of the case study can be 

discussed. A main limitation of a single case cannot be representative to yield findings that can be 

applied more generally to other cases
161

. Therefore it is important to understand that this thesis is 

not trying to produce findings that can be applied to other labeling schemes, but it might be able to 

claim a degree of theoretical generalizability on the basis of it. This case study researcher tends to 

argue that the aim is to generate an intensive examination of a single case, Fairtrade, in relation to 

which she will engage in a theoretical analysis
162

.  

There are several existing labeling initiatives that aim at providing information to the general public 

about the fairness in the supply chain and empower consumers to make informed choices. By using 

Fairtrade as case company it can be argued that they serve as a best-case example within labeling 

schemes. Fairtrade are the most widely recognised ethical label according to research conducted by 

Fairtrade International across 24 developing and developed markets
163

, and it can therefore be 
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argued that it is possible to identify general challenges of various labeling schemes. As the thesis is 

based on a single-case study, the generalization of results is made in to theory. 

The Fairtrade Foundation has great experience working in developing countries and conflict zones 

and it shows how important an import focus is in trade promotion in order to achieve development 

and foreign policy objectives. There are two related Fairtrade routes, which are used as best-case 

examples
164

.  

 

1. The traditional or integrated Fair Trade supply chain route can be described as where goods 

are produced, imported and/or distributed by specialized Fair Trade Organizations who have 

Fairtrade at the core of their mission and activities.  

2. The other route to market is through Fairtrade labeling and certification of products. In this 

case, goods are Fairtrade certified by an independent third party verification body to 

guarantee that their production chains respect Fairtrade standards
165

.  

 

4.4 Reliability 

Reliability is concerned with the question of whether the results of a study are repeatable. It 

involves making sure that if another researcher followed the same procedures as presented in this 

thesis they should be able to come to the same findings and conclusions
166

.  

Generally, it is important to maintain a chain of evidence throughout the case study so that the data 

is traceable for an outside researcher. Hence another researcher can easily attain the data presented 

in this thesis again. Furthermore, the aim of reliability is to minimize biases and errors in the 

study
167

.  Documenting the procedures followed in the research is the best way to make it possible 

for other researchers to conduct the same study, which can be done by creating a case study 

protocol
168

. As this thesis is mainly based on secondary literature, there has not been created a case 

study protocol in particular.  
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4.5 Limitations: 

This section will be concentrated around the limitations that this thesis faces, which should be taken 

into consideration through the reading of this thesis. 

 

As the thesis is mainly based on secondary literature, it has been attempted to maintain an objective 

opinion, but it should be recognized that the thesis could be influenced by certain subjectivity. In 

order to improve the quality of the thesis, the theoretical and analytical parts are based on a variety 

of sources, which have been selected due to their quality and credibility. 

It has not been possible to interview other coffee roasters than Growers Cup, which could have led 

to strengthen or weaken the conclusion of this thesis. The researcher has tried to minimize this 

limitation by conducting an interview with one coffee roasting company as well as reading 

literature where interviews with other coffee roasting companies have been conducted.   

When analyzing the data given on the Fairtrade premium, it has not been possible to gain access to 

the exact number of farmers each cooperative represents, hence an average have been calculated. It 

has to be noticed that there is great difference of the Fairtrade premium received in the Caribbean 

compared to the premium received in Africa.   

The above-mentioned limitations should be taken into consideration through the reading of this 

thesis. In the next section the delimitations set for this thesis will be discussed and the reasons for 

the choices made will be stated. 

4.6 Delimitations 

The following section will clarify which delimitations that have been applied to this thesis.  

The eco-label market is overflowed with labeling schemes, which all aim to present information to 

the general public about various issues in the supply chain. Fairtrade was chosen as the case for this 

case study as it can be argued to be a best-case example within eco-labeling schemes, due to it 

being the most widely recognised ethical label
169

, and it can therefore be argued that it is possible to 

identify general challenges of various labeling schemes. 

As Fairtrade aims to offer producers a better deal and improved terms of trade within various kinds 

of crops, this thesis will solely focus on Fairtrade coffee. The reason being that coffee was the first 
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Fairtrade crop due to its high price volatility. Furthermore, a majority of the literature concerning 

Fairtrade is focused on the coffee famers, coffee prices and coffee roasters, which made it more 

comprehensive to research Fairtrade coffee compared to other Fairtrade crops.  

Fairtrade have many stakeholders, who are all of great importance, but due to the scope of this 

thesis only the most relevant stakeholders have been presented and discussed. It has been decided to 

mainly look at the primary stakeholders, as they are the ones who are directly influenced.  

As customers are very important stakeholders, it would have been interesting to cover their point of 

view as well, which could have enlighten whether or not they actually get a fair deal as well, or 

mainly a clear conscience.  

When analyzing the Fairtrade premium the analysis have been limited to analyze small producer 

organizations and not hired labor organizations since it is not possible to gain Fairtarde certification 

for hired labor for products, such as coffee.  

5.0 Analysis 

Having assessed various relevant CSR theories in regards to Fairtrade coffee, this chapter will 

examine findings from primary and secondary data, which will be analyzed and merged with 

selected CSR theory. The analysis will cover the stakeholders relevant for the research question, 

how Fairtrade and coffee roasters approach CSR and finally how they perceive and utilize the 

fairness principles. This will be used to determine whether or not Fairtrade and coffee roasters have 

the same perception of fairness and if the two parties approaches towards CSR can clash, hence 

creating challenges for the fair intentions of Fairtrade.  

5.1 Stakeholder analysis 

In order to access how fair Fairtrade is it becomes relevant to understand why we needed Fairtrade 

in the first place. Over the past fifteen years, coffee prices have dropped abruptly, due to a massive 

over production of coffee. This becomes the issue of free trade theory, which should be beneficial 

for all parties, but reality paints a different picture. 

Coffee roasters have through the years operated their businesses with the motive of pleasing their 

own self-interest, which is to maximize shareholder value. Before Fairtrade, many small-scale 

farmers were dealing with lacking conditions, which free trade is based upon, such as market 

access, in terms of transportation, language, education and market information, which made it easy 
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for traders and large multinational corporations to take advantage of an uncompetitive situation, by 

being the only buyers, which made it possible to push prices down. Most producers are excluded 

from financial markets and do not have the possibility to access credit or find another source of 

income in response to low coffee prices, which makes it difficult for small-scale farmers to survive 

in the coffee market. Situations like these expose market power irregularities in the global market, 

which Fairtrade have tried to tackle by trading promoting long-term relationships and by paying the 

Fairtrade minimum price and a premium, which they claim offers producers a better deal and 

improved terms of trade. This allows them the opportunity to improve their lives and plan for their 

future. Fairtrade offers consumers a powerful way to reduce poverty through their every day 

shopping
170

. 

However, in order to determine whether or not Fairtrade is actually fair, one has to look at how 

Fairtrade affects its key stakeholders, especially the small-scale farmers, which livelihoods they are 

claiming to improve. 

In order to answer the research question of “How fair is Fairtrade”, it has been decided to conduct 

a stakeholder analysis for Fairtrade, based on qualitative information gained from articles, corporate 

websites and interviews. The stakeholder analysis is used as an instrument for gathering 

information about the motives for applying with Fairtrade as well as an instrument for clarifying the 

actual subsidies for complying with Fairtrade. Furthermore, knowledge gained from the stakeholder 

analysis will be used as the foundation for analyzing the various stances Fairtrade and coffee 

roasters have towards CSR. 

The range of stakeholders affected by Fairtrade can be described as being fairly broad, as Fairtrade 

aims to bring benefit to poor small-scale producers, their communities, and consumers as well as to 

coffee roasters and retailers. Furthermore, Fairtrade attempt to address the power imbalance in the 

supply chain and in macro level policies, affecting stakeholders in the coffee market. 

For the quest of answering the research question, it has been decided to merely analyze the most 

prominent stakeholders, which constitutes of: small-scale farmers and their communities, 

cooperatives, consumers, non-certified farmers, retailers and coffee roasters, which can be 

described as being primary stakeholders
171

, hence secondary stakeholders will not be analyzed in 
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this thesis. Secondary stakeholders include private intermediaries, processing plants, local 

exporters, producer networks, international traders, governments, NGOs, employees etc.  

5.1.1 Small-scale farmers 

Fairtrade’s mission is to connect disadvantaged producers with consumers, promote fairer trading 

conditions and empower producers to combat poverty, strengthen their position and take more 

control over their lives
172

. It can be argued that this makes small-scale farmers the essence of 

Fairtrade and consequently have a stake in Fairtrade. The following will look into how small-scale 

farmers are affected in both positive and negative ways with a main focus on financial-, human-, 

and physical capital.   

5.1.1.1 Financial capital 

Financial capital has been identified as an important aspect to analyze, as it relates to how small-

scale farmers financial assets are affected by Fairtrade. Based on Fairtrade’s marketing, one would 

assume that the small-scale farmers would receive a better deal compared to the one they receive 

from the conventional coffee market. 

In short, Fairtrade offer small-scale farmers access to a market that pays a minimum fixed price and 

a price premium, which, in theory, has the potential to contribute to more sustainable livelihoods for 

small-scale farmers in the coffee industry. The idea that paying a fixed price to poor small-scale 

farmers in the developing world for a commodity seems, at first glance, to be a quick and easy 

solution to the world poverty issues. However, when looking further into Fairtrade and the way the 

system is built up, it seems that several issues needs to be addressed in order to ensure fairer trading 

conditions for producers. Fairer trading conditions can involve many aspect, this section will merely 

concentrate on the financial aspects of fairer trading conditions.  

 

Fairtrade advocate that Fairtrade certified producers receive the Fairtrade minimum price for their 

coffee, when there is in fact no real evidence hereof. The Fairtrade minimum price is given to the 

cooperative and not to the individual producer. This means that the cooperative can, in theory, 

purchase Fairtrade coffee at a price lower than the Fairtrade minimum price from the producer, and 

receive the minimum price plus the Fairtrade premium from buyers. As stated by Giersing, 

Fairtrade only have the possibility to audit buyers purchasing Fairtrade coffee at the Fairtrade 

minimum price, they have no control or resources to audit whether or not the cooperatives also 
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purchases the Fairtrade coffee from producers at the Fairtrade minimum price. According to Utting, 

it is often the case that a small-scale farmer sells his coffee to the cooperative for the Fairtrade 

minimum price minus the cost of export, transportation and taxes
173

.  

 

Whether or not the small-scale farmers receive the Fairtrade minimum price from the cooperative 

does not change the fact that the farmers are not able to sell their entire harvest as Fairtrade coffee. 

Research indicates that on average Fairtrade certified producers are able to sell 10%
174

 of their 

harvest on the Fairtrade market leaving them to sell the rest on the conventional market.  

This presents the farmer with an additional cost for becoming Fairtrade certified, but not with an 

input high enough to cover the extra costs. This indicates, as Peter Griffiths also stresses, that the 

cost of becoming Fairtrade certified does not match the input that the farmer is supposed to receive, 

in order to break even. It must be assumed that Fairtrade is aware of the fact Fairtrade supply does 

not match the demand for Fairtrade coffee, which makes it incomprehensible that Fairtrade is 

certifying thousands of small-scales farmers knowing that all farmers will not be able to sell their 

entire production as Fairtrade. By not matching the Fairtrade demand with the production Fairtrade 

certified farmers produce, these niche market farmers also becomes victims of supply and demand.  

 

Besides the Fairtrade minimum price, the farmer is supposed to benefit from the Fairtrade premium 

as well. The Fairtrade premium is given to the cooperative, but also benefits the small-scale famers, 

as the premium should go to either the producers or community-based initiatives, such as schools 

and healthcare, which can be seen as improving the common good of a local community.  

 

Looking into the Fairtrade premium and how it benefits the small-scale farmers, it is possible to see 

that on average a cooperative receives €47 per year.  

The example of the producer organization Oromia Ethiopia, presented previously, illustrates that 

the 74 cooperatives on average should receive €47 yearly from the Fairtrade premium. 

As €47 per year is more beneficial than €0 per year, it is hard to imagine that this amount is large 

enough to make radical changes for achieving better livelihoods for the small-scale farmers and 

their families.  

As figure 6 indicates, the majority, 30%, of the yearly premium is spend on investment in 
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production and processing at farmers level and 29% is spend on investment in business 

development on producer organization level. This signifies that the 59% percentage of €47 (€27,73) 

are spend on developing production methods, which can be argued to create better working 

conditions for farmers and it might even improve the quality of the coffee. 

Improving the production methods should in theory improve the quality of the coffee, but it does 

not necessarily increase the demand for Fairtrade coffee. As the demand for Fairtrade coffee is not 

high enough for small-scale producers to sell their entire production on the Fairtrade market, there 

is more enticement for producers to sell the improved quality coffee on the conventional market, as 

figure 8 also illustrates. This indicates that Fairtrade is actually increasing the quality of 

conventional coffee and not necessarily the quality of Fairtrade coffee. This creates a paradox, 

since, hypothetically, there is no incentive for the farmer to sell his good quality coffee on the 

Fairtrade market, but there is however great monetary incentive to sell the better quality coffee on 

the conventional market, as illustrated in figure 8, which indicates that Fairtrade is helping small-

scale farmers sell their poor quality coffee to good trusting western consumer, while the actual 

increase in income comes from sales of improved quality coffee on the conventional market.  

 

As 59% of the Fairtrade premium is spent on improving production methods, the cooperative is left 

with approx. €19, 27 per year to benefit the community, which includes schools and education or it 

can be distributed monetarily to the producers. This amount can be argued to be quite insignificant 

to really create a difference. As the €47 yearly premium is an average, it is important to note that 

there are some cooperatives that receive a smaller yearly amount of the Fairtrade premium, and 

other cooperatives receive far more. Figure 7 gives an overview of the average premium received 

per cooperative by sub-region. It is possible to see that cooperatives in middle Africa on average 

receive approx. €15 per year from Fairtrade premiums whereas in the Caribbean cooperatives on 

average receive approx. €225 per year. 

 

These numbers signifies that the Fairtrade minimum price and the Fairtrade premium does not 

provide producers with a higher income as the cost of being Fairtrade certified does not comply 

with the income gained from selling coffee on the Fairtrade market.  

 

5.1.1.2 Physical capital 

Physical capital involves the impact of Fairtrade in terms of embracing basic infrastructure and 
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producer goods needed to maintain and optimize small-scale farmers livelihoods. 

This is supposed to happen through the Fairtrade premium, which the cooperatives are in charge of 

distributing. This means that it is up to the cooperative to decide how much is given to producers 

and how much is distributed to community work.  

The question of whether of not a farmer can earn enough money to improve his house or farm 

is based on how much of the premium is given to the farmer by the cooperative.  

 

As we learned in the previous section, an average 59% of the Fairtrade premium is spent on 

developing production methods, leaving 41% to embrace basic infrastructure and producer 

goods needed to maintain and optimize small-scale farmers livelihoods. Figure 6 illustrates an 

average distribution of the premium across cooperatives and it is possible to see that 28% is 

spent on “others”, which involves cash payouts to farmers. This extra income to the farmer is 

intended for the farmer to improve the conditions of his home or his farm.   

 

As Utting stresses, the cooperatives are keen to allocate funds in different areas such as a 

sports field and sports equipment, but the funds from Fairtrade’s price premium is too low to 

fund larger community projects such as road infrastructure and water and electricity services.  

  

5.1.1.3 Human capital: 

Human capital focuses on enhancing small-scale farmers ability to sustain and improve their 

livelihoods by providing them with technical training and access to information as well as 

focusing on education and good health.  

 

Fairtrade offers small-scale farmers the opportunity to improve their skills as well as an 

understanding of how to grow coffee. They provide them with technical training, which should 

enable them to perform more effectively. This training is given by the cooperative, which is trying 

to promote quality improvement, hence encouraging farmers to improve the environmental and 

physical conditions of their farms.  

 

The size of an average cooperative is approx. 928 farmers, and according to Giersing as well as 

Utting, there are only very few agronomists available to assists the small-scale farmers, resulting in 

the majority receiving technical support through workshops. 



 59 

 

Producing high quality coffee is one way for Fairtrade to gain market share, but at the moment 

there is no quality guarantee of Fairtrade coffee, which means that the small-scale farmer does 

not receive a higher price if his coffee has a high quality, which does not give the small-scale 

farmer any incentive to produce high quality Fairtrade coffee. It can, in fact, give the farmer 

incentive to produce low quality coffee, as the farmer will be able to concentrate on producing 

high quality coffee for the conventional market, and not concentrate on the coffee that he can 

sell at a fixed price on the Fairtrade market. As the a farmer can sell the highest percent of his 

harvest on the conventional market, where the prices are based on quality, the training that 

Fairtrade offer ends up benefiting the conventional market and not the Fairtrade market. 

 

Buying Fairtrade coffee means that the cooperative gain an extra input from the Fairtrade 

premium, which is then spend on developing the quality of the coffee. As the small-scale 

farmers can sell quality coffee at a higher price on the conventional market, Fairtrade is 

paradoxically improving the quality of the coffee on the conventional market.  

 

Looking at Fairtrade in this perspective, it can be argued that they enhance small-scale 

farmer’s ability to sustain and improve their livelihoods by providing them with technical 

training, which can benefit them in terms of producing higher quality coffee, which is now 

sellable on the conventional market. It can be discussed if this is the model Fairtrade is really 

going for, as this in the long run obviates Fairtrade. According to Giersing, Fairtrade’s dream is 

to one day be unnecessary and that the conventional market can pay the small-scale farmers a 

price, which can enhance their livelihoods.  

 

When looking at Fairtrade’s intentions to enhance health and education with the Fairtrade 

premium, it can be argued that it requires a greater allocation of the Fairtrade premium than is 

currently the case. At the moment 3%, equaling an average of €1,41 per year, are spent on 

health and 4 %, equaling an average of €1,88 per year, are spent on education.  

Taking the example of the cooperative Oromia, which is located in Ethiopia the average 

amount allocated to health, equals €0, 75 and the average amount allocated to education equals 

€1.  

As the cost of living various greatly from country to country, the average cost of living in 
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Ethiopia has been taken into account
175

.  

Good Price  

Milk 1 liter € 0,69 

Water (1.5 liter bottle) € 0,47 

Loaf of Fresh White Bread (500g) € 0,50 

 

Figure 6 - average grocery costs in Ethiopia 

Comparing the average amount allocated to health and education to the cost of 1 liter of Milk, it 

becomes evident that the money the cooperative gains from the Fairtrade premium does not 

improve the conditions of the livelihood for Fairtrade farmers significantly.  

It can be discussed whether or not small-scale farmers actually benefits from Fairtrade but they 

are however affected by Fairtrade as they have to fulfill Fairtrade standards. These standards 

include being organized into co-operatives or other associations that have a democratic structure 

and transparent administration, fair conditions of employment (wages, working hours, overtime, 

sick pay, leave etc), no forced child labor, occupational health and safety etc.  

It is safe to say that Fairtrade affects the small-scale farmers, but the benefits from Fairtrade is 

harder to recognize, since the cost for a small-scale farmer to be certified is outweighing the 

benefits, as the farmer is not able to sell his entire production as Fairtrade. 

5.1.2 Non-certified farmers: 

Contrary to what one might think, it is not merely Fairtrade certified farmers who are affected by 

Fairtrade. Non-certified farmers are also influenced by the Fairtrade concept.  

A non-certified Fairtrade farmer can merely sell to the conventional market, where prices are based 

on quality, whereas a Fairtrade certified farmer could sell on both the Fairtrade market as well as on 

the conventional market. The Fairtrade certified farmers have the advantage that they are offered a 

fixed price for their coffee, which is not dependent on the quality.  

As mentioned earlier, there is no incentive for the small-scale farmers to sell their good quality 

coffee to the Fairtrade market, due to a fixed price. Offering certified farmers a fixed price for 

coffee, which does not have to fulfill any quality standards, can affect non-certified farmers as the 
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Fairtrade certified farmers can be encouraged to plant more coffee trees in orders to increase his 

production. This will lead to an oversupply of coffee, which will force the prices down on the 

conventional market, as the farmer will not be able to sell all of his production as Fairtrade. This 

means that the artificial Fairtrade minimum price benefits the small-scales producers, but harms the 

producers who are not certified.  

It also harms non-certified farmers, as Fairtrade can keep small-scale farmers in business, which 

would otherwise have gone out of business. It can be argued that if there were no fixed Fairtrade 

minimum price, an oversupply of coffee would force coffee producers to leave the market, which 

would then naturally bring the prices of coffee back up, due to the nature of supply and demand.  

5.1.3 Cooperatives: 

One of the requirements for becoming Fairtrade certified is that the farmer has to be a member of a 

cooperative. A cooperative is an enterprise owned and controlled by its members, in this case coffee 

farmers, who all pay an equal membership fee, which entitles them to an equal share in the 

cooperative as well as an equal responsibility for controlling it. The main objective of the 

cooperative is to give maximum return to its members, but not necessarily their only 

objective. Cooperatives have a stake in Fairtrade as Fairtrade claim to offer them increased 

competitiveness, economies of scale, credit opportunities, and member education.   

Fairtrade cooperatives have to spend a portion of the Fairtrade premium, investing in infrastructure, 

payment of cooperative debt, member credit, technical assistance, administrative costs, housing and 

education. As mentioned earlier, the average yearly Fairtrade premium of €47 has to cover a lot of 

costs, which seems quite impossible.  

According to Utting, Fairtrade has benefited cooperatives in terms of improving their relationships 

with other local development organizations and governmental agencies. Utting highlights the 

relationship between the Cooperative Soppexcca in Nicaragua and the various organizations. 

Fairtrade has increased Soppexcca’s credibility, which made them able to attract funding from key 

organizations such as Christian Aid, Lutheran World Relief, the European Union, and Global 

Exchange. 

5.1.4 Farmer’s community: 

As cooperatives are encouraged to spend a portion of the Fairtrade premium on the local 

community, Fairtrade also affects these. 
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The community projects should benefits the whole community, as it should give the 

opportunity to create sustainable livelihoods for others than just the Fairtrade farmer and his 

family. As we have learned so far, the amount allocated to the community is extremely small 

and comparing it to the general living costs of e.g. Ethiopia the Fairtrade premium seems to be 

close to insignificant. It becomes even more insignificant when the Fairtrade premium is 

encouraged to be spent on building schools and healthcare stations for the locals, but as a 

consequent of the low premium, the premium is often spent on smaller community projects 

like sporting fields and equipment, which can be argued does not to lead to more sustainable 

livelihoods as schools and healthcare stations would have.  

What is important to take into account is, as Gundtoft also stresses, that Fairtrade have, through 

their marketing campaigns, created public awareness in the Western World about the poor 

working and living conditions in developing countries. This may have influenced people in the 

Western World to do more than buying Fairtrade products, such as donate to charities to 

support the people of the developing world. One can claim that Fairtrade have created greater 

awareness about the conditions in developing countries, which has influenced not only on 

private people but also multinational companies and organizations to act.  

5.1.5 Coffee roasting companies: 

In order for Fairtrade to succeed, they need buyers who are willing to pay an extra amount for 

Fairtrade labeled coffee. This has resulted in putting great pressure on large multinational coffee 

roasting companies about their trading procedures. 

The leading coffee roasting companies have given in to the pressure that Fairtrade have 

created. Some have agreed to Fairtrade’s standards, some have agreed partly to the standards, 

and others have as a countermovement taken part in other CSR initiatives or pursued their own 

CSR initiatives, such as Starbuck’s CAFÉ Practices and the Nespresso AAA Sustainable 

Quality Program. 

It can be argued that Fairtrade has highlighted the situation in the developing countries, which 

have affected coffee roasters to take a stand. They may not have agreed to pursue a full 

Fairtrade agreement and sell 100 % of their coffee as Fairtrade. Gundtoft states, it is not in the 

interest of Fairtrade that all coffee is sold fairtrade labeled, as Fairtrade want to be perceived as 

specialty coffee and it is therefore not in their interest to gain massive markets shares.  

A coffee roaster who has agreed to sell Fairtrade coffee is able to sell the coffee at a higher 
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margin due to its status as specialty coffee. They could sell all of their coffee as Fairtrade if 

they wanted to, but as Gundtoft states, there are three reasons why coffee roasters does not 

merely sell Fairtrade coffee.  

1. Having both non-certified products and certified products gives the consumer a basis 

for comparison. The conventional coffee will be priced lower and the Fairtrade price 

higher. The consumer will then assume that the price difference goes to the farmer.  

2. If a coffee roasting company has one to two Fairtrade brands out of its entire range, it 

can “Fair-wash” its reputation and please Fairtrade consumers and still please regular 

coffee buyers with their conventional coffee. 

3. Finally, Fairtrade can be used as cause related marketing, to gain competitive 

advantage. 

 

Gundtoft further implies that Fairtrade has damaged the development of niche coffee markets, 

which can pay coffee farmers as much as three to four times the Fairtrade minimum price per lb. 

which is further supported by Griffith, which states that traders claim that the market for high- 

priced specialty coffee have been seriously damaged because consumers think it is more ethical to 

buy “cheaper” Fairtrade coffee
176

. 

5.1.6 Retailers 

Retailers are an important factor for Fairtrade, as stressed in the article by S. Hartlieb and B. Jones. 

It can be argued that retailers push for certified products either as a reaction to the growing market 

potential based on changing consumer preferences, or because of emerging CSR agendas or ethical 

sourcing policies
177

. 

Retailers are, unlike non-profit Fairtrade organizations not forced to be committed to any cause. As 

there are no rules on how much a retailer can mark-up a Fairtrade product, the Fairtrade coffee is 

often marked up much more than conventional coffee. The benefits that retailers gain from selling 

Fairtrade products are at least two-fold: financial profits and image improvement. 

Looking at Fairtrade sales, the volume is quite small, but the potential image for the retailer is 

however great. It becomes more beneficial for retailers to use the image of Fairtrade than to 

improve their own image, which raises the question of fair-washing.  
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A critical Wall Street Journal
178

 article presents examples of how Northern retailers benefit far more 

than the Fairtrade producers: A coffee producer in New York City, purchased Fair Trade coffee for 

almost US$12 per pound, while farmers received only US$1.41.  

Mendoza and Bastiasen have in a comparative study of the coffee supply chain of Nestlé and the 

Fair Trade supplier Cafédirect found that only 4 % of the 34 percent Fair Trade mark-up retailers 

put on Fairtrade coffee reaches the producers. Mendoza and Bastiasen argue that this is mainly due 

to higher costs of advertisement and marketing license
179

.  

 

Knowing how little of the mark-up actually goes to the producers in the third world, makes it hard 

not to assume that retailers are fair washing their image. Fair washing should be understood as 

deceiving consumers by using Fairtrade as a marketing tool to upgrade their image as being 

responsible and socially concerned. The Fair trade movement believes that the key to making 

Fairtrade succeed is to increase consumer awareness as it can contribute to solving the coffee crisis 

and poverty in general. Retailers have jumped on the bandwagon and propose consumers to shop 

for a better world.  

 

What small-scale coffee growers in the developing countries think about Fairtrade and what 

they expect from Fair Trade is quite different from the understandings and interests of large 

retailer and coffee roasters. When Fairtrade entered the mainstream market in 1990 they faced 

a dilemma, as on one hand it can be argued that mainstreaming Fairtrade would open up many 

possibilities that would increase the impact of Fairtrade transforming trade relations in order to 

better benefit the small-scale farmers. On the other hand it can be argued that entering the 

mainstream market have also made Fairtrade face various threats as the power of the 

mainstream coffee roasters and retailer allows them to undermine the practice of Fairtrade, by 

using Fairtrade to improve the interest of themselves and not to the advantages of the small-

scale producers. 

5.1.7 Consumers 

The consumers are the final component of the supply chain, and therefore also the most important, 

since they are the ones who create the demand for Fairtrade coffee.  
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The mainstreaming of Fairtrade has, according to Low and Davenport, changed the message of 

Fairtrade, from letting consumer participate in an international project of a trade reformation to the 

idea that consumers are shopping for a better world
180

.  

Looking at Fairtrade it is important to be aware of who is benefiting from a Fairtrade purchase. The 

consumer receives in addition to the good, a feel good factor. Fairtrade affect the consumer by 

placing them in an ethical dilemma; buying a conventional product that does not have insurance of 

the standards of labor, environment and fair conditions, or buy a Fairtrade product were they are 

ensured that these standards are in accordance with the Fairtrade standards. Basically the consumer 

buys good conscience, as Fairtrade gives them the option of purchasing according to their principles 

and values and thereby “empowering” them to be a player in the solution to global trade inequities. 

 

Besides buying a clean conscience, the customers as well as non-customers of Fairtrade coffee 

are affected by the Fairtrade system and how retailers and coffee roasting are taking 

advantages of the situation.  

As mentioned earlier, the quality of Fairtrade coffee does not match with the price of the 

coffee, or the mark-up retailers use on the coffee, which means that Fairtrade seems to be 

benefiting retailers much more than producers and consumers.  

Fairtrade coffee also affects the price of conventional coffee in the supermarket, as Gundtoft 

stresses. He points out that when coffee roaster decides to merely sell 1% of their coffee as 

Fairtrade it is due to two key points. 

1. The coffee roaster can now “fair wash” his reputation and brand, by claiming to be in 

accordance with an ethical label, which can affect consumer choices. 

2. Retailers mark-up Fairtrade products more than conventional goods as they know there 

are a consumer base that is ready pay that extra margin for a Fairtraded product. 

According to Gundtoft, this also means that by charging a higher price for Fairtrade 

coffee, the retailer can now also slowly increase the price of conventional coffee and 

charge a slightly higher price for the conventional coffee, as the conventional coffee, in 

the mind of the consumer, is still cheaper than Fairtrade coffee.  

The consumer believes he is doing a good dead to society and purchasing ethical correct 

products, while in fact it can be argued that he has merely fallen for a CRS scheme.  
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The next section will focus on how coffee roasters, retailers and Fairtrade utilizes CSR 

strategies.  

5.2 Stakeholders and CSR 

Fairtrade can be seen as a form of self-regulation that politicize business decision-making, by 

pressuring companies to act and make expenditures they would otherwise not have made. As 

adopting the Fairtrade label and its principles is not required by law, it is, as Grant and Keohane 

also argues, hard not to anticipate that coffee roasters address their social responsibility primarily 

through reputation and peer pressures, rather than genuinely concern.  

This following part will analyze how coffee roasters, retailers, and Fairtrade utilize various CSR 

strategies, in terms of instrumental, integrative, and ethical theories.  

5.2.1 Instrumental theories 

Instrumental theories can be identified, as theories where companies perceive CSR only as an 

instrument for wealth creation, and its social activities are only used to gain economic results
181

. 

In regards to what we have learned so far about coffee roasters and retailers, it can be argued that 

they comply with Fairtrade in regards to enlightened self-interest. Enlightened self-interest involves 

the belief that ethical behavior can be good for business and explains why companies invest in CSR 

activities, which seek a social cause, such as Fairtrade, even though they might not obtain private 

benefits in the short term.  

In order for coffee roasters and retailers to comply with Fairtrade’s standards, Fairtrade has to offer 

benefits for complying, as it otherwise simply becomes an extra expenditure, and not an investment. 

It can be argued that enlightened self-interest, in this case, can be seen as an exchange relationship. 

The offer from Fairtrade is the ethical label, which symbolizes that the coffee roaster and retailer 

have purchased coffee that is socially responsible produced and traded, which the coffee roasters 

and retailers will pay a premium price for to farmers and cooperatives as well as a fee to Fairtrade 

for being Fairtrade certified. It can be argued that coffee rosters and retailers would not be 

interested in purchasing coffee at a higher price if they would not benefit from it in some way. 

The benefit of complying with Fairtrade’s standards can be identified as being multiple. Companies 

complying with Fairtrade can now access a new market, charge higher margins, while at the same 
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time appear to be a good corporate citizen. Looking closer at the behavior of the coffee roasting 

companies, it is possible to learn that they benefit from Fairtrade in various ways, which is closely 

related to the instrumental theories of CSR. The instrumental theories of CSR, which this thesis will 

focus on constitutes of maximization of shareholder value, competitive advantages, and cause-

related marketing. 

5.2.1.1 Maximizing shareholder value 

Maximizing the shareholder value can very well be one reason why coffee roasters and retailers 

have agreed to comply with Fairtrade standards. Theoretically, a company who is considering 

whether to comply with Fairtrade standards or not will look upon Fairtrade as a social demand and 

evaluate if it has the possibility to increase the shareholder value. 

Looking at figure 3 it is possible to see that during the past years, the Fairtrade minimum price has 

been equal to the World prices. When the Fairtrade minimum price is the same as the world market 

price, the extra price paid for buyers should merely be the 10-cent Fairtrade premium extra per lb. 

of coffee. In theory, the Fairtrade coffee sold to the consumer at various retailers, should merely 

cost 10 cents extra per lb. compared to conventional coffee, as the components in the supply chain 

does not consist of more components, but actually less than the conventional markets supply chain, 

as illustrated in figure 1.  But, according to Gundtoft, Fairtrade is portrayed as specialty coffee, 

which every component in the supply chain is aware of and as a result every part charges a higher 

margin for dealing with Fairtrade coffee. 

Based on the fact that Fairtrade farmers are, at its best, able to sell max 20% of their production as 

Fairtrade means that there are produced plenty of Fairtrade coffee, as each farmer is certified for 

their entire production. According to Gundtoft, the reason why the Fairtrade market is not bigger is 

because coffee roasters and retailers are not interested in merely selling Fairtrade coffee. This is not 

only based on the low level of quality, but also because of the fact that if all coffee was sold as 

Fairtrade coffee, coffee roasters and retailers would not be able to charge a higher margin. The 

Fairtrade coffee wouldn’t have an added value compared to conventional coffee, if the consumer 

did not have any conventional products to compare it to. 

5.2.1.2 Competitive advantage 

The Fairtrade label can also be argued to give competitive advantage, as it gives coffee roasters and 

retailers the possibility to add an extra value to its brand. With the help of Fairtrade, ethical aspects 

are being turned into a product quality that sellers can use to compete with. 
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By informing and influencing, the Fairtrade label link producers and consumers and can moralize 

and humanize key aspects of the coffee trading process by providing credible and practical 

information to consumers, which can affect consumption choices.  

However, Fairtrade is an easy imitable competitive advantage, which is why most coffee roaster has 

at least one brand of coffee with the Fairtrade label. It can be discussed whether or not the Fairtrade 

label have become an industry standard, or if it seen by coffee roasters as an easy way to comply 

with CSR initiatives. In a way, it can be said that Fairtrade has killed the innovative aspect of CSR 

for coffee roasters, as Fairtrade becomes an easy way to gain good will and easy publicity. 

5.2.1.3 Cause related marketing 

Fairtrade and corporate responsibility goes hand in hand. CSR has in this day and age become a 

directive for businesses. Companies, including coffee roasting companies and retailers, does not 

want to be associated with e.g. deceitful business practices, pollution, the use of toxic or dangerous 

materials or be related to energy and resource waste as well as bad practices in the 

commercialization, collection and recycling of a product
182

. 

Many companies have utilized the current trend of commercializing “green” or “fair” products, by 

associating their brand with various messages such as “sustainability”, “nature”, “responsible”, 

“organic” etc. It can be quite difficult to compare the level of green or fair products of various 

businesses, as there is no universal certification that measures the level of responsibility of a 

business or the sustainability of a product. It can be argued that the only way a consumer can rate 

the level of social responsibility of a company is to educate him-self before buying a certified 

product/service.  

The commercial demand to be "sustainable", "fair", "responsible" or "natural", has forced many 

companies to make their own structural changes. It is, however, difficult to differentiate the 

companies, who are genuinely trying to change their business model to become more socially and 

environmental responsible, from the companies who are merely making superficial changes and 

promoting themselves as responsible companies, in order to maximize shareholder value.  

It is believed that coffee roasters and retailers are using Fairtrade as a way to fair wash themselves, 

as it is only a small percentage of their entire range that carriers the Fairtrade label, which signifies 

that they still buy the majority of their coffee on the conventional market. By merely labeling a few 
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products with the Fairtrade label can be defined as a way of fair washing a company’s reputation, as 

it can make consumers perceive the entire company as being socially responsible. It is often seen 

that large coffee roasting companies have other kinds of “eco” or “ethical” certification than 

Fairtrade. During the interview with Gundtoft, it became evident that the reason behind this is that 

coffee roasting companies use the various certifications to target different market segments. 

Gundtoft stated that the primary reason why the coffee roasting company “Gevalia” has complied 

with “Rainforest Alliance” is because they want to expand on the American market, where 

“Rainforest Alliance” is one of the more popular eco labels. This can be identified as responding to 

consumer demands, which can maximize shareholder value.   

A best guess, when looking at the demand for Fairtrade products, is that Fairtrade has been 

successful at market themselves, which have created a consumer demand and a market for Fairtrade 

coffee. According to Gundtoft, consumers are willing to buy expensive Fairtrade coffee, because 

they believe that extra amount charged will go to the farmer. Gundtoft pointed out that Growers 

Cup were not able to sell their one-time coffee brewer, containing premium coffee, at DKK 20.00 

per brewer, but as soon as they became Fairtrade certified, they had no problem selling their coffee 

brewer at DKK 20.00, even though the coffee was of worse quality than before.  

Becoming Fairtrade certified also meant that Growers cup was now able to access the outdoor 

market, as outdoor retailers are very conscious of the demand for Fairtrade coffee in their industry. 

The case of Growers cup is a good example of how coffee roasting companies have to respond to 

consumer/retailer demand in order to access new markets and/or gain market share. 

Looking at the theory of cause-related marketing, it is possible to see how coffee roasters operate as 

a “for-profit” organization and Fairtrade as the “non-profit” organization. Together they cooperate 

in order to gain mutual benefits.  

The coffee roaster agrees to purchase coffee at the Fairtrade minimum price as well as the Fairtrade 

premium, and in return receives the permission to use the Fairtrade label on its products. The 

Fairtrade consumer then engage in a revenue-providing exchange that satisfies not only Fairtrade’s 

objectives, but also the individual customer, in terms of buying a good conscience and the feeling 

that they have contributed to better terms for the farmers.  

It is believed that Fairtrade’s objective for participating in a cause related marketing relationship is 

basically a need in terms of surviving, as Fairtrade is reliant on a coffee roasting company to sell the 
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Fairtrade coffee. In order for Fairtrade to be attractive for coffee roasters, they must offer revenue 

increase. One way, Fairtrade can offer such, is by giving the coffee roaster’s brand socially 

responsible attributes that aspire ethical and social responsibility
183

. 

A best guess is that coffee roasting companies perceive Fairtrade as one way to differentiate their 

brand and complying with Fairtrade’s standards provides their brand with socially responsible 

attributes, which can affect their image in the mind of the consumer. When cooperating with 

Fairtrade, which is looked positively upon by the general public, it creates a reputation of reliability 

and truthfulness about the coffee roasting company as well
184

. It can be argued that a coffee roasting 

company uses Fairtrade as a communication source
185

. The reason why coffee roasting companies 

need a “non-profit” organization to appear liable can be discussed. According to Alcañiz et al. it is 

because many consumers may be unconvinced about coffee roasters practices because they believe 

their social initiatives mainly come from self-interested motivations. When cooperating with 

Fairtrade, which is perceived as a credible NGO, that credibility becomes a key focus and 

counterbalances the tension between a company and its consumers in relation to CSR and self-

interested motives
186

. By creating a cause-brand alliance with Fairtrade, consumers are likely to 

increase their view of the coffee roasting company’s credibility, which is mainly due to source 

credibility, also known as the believability of the communicator, the “non-profit” organization, by 

the consumer. 

Based on instrumental CSR theories, it becomes apparent that retailers and coffee roasters operates 

in their own self-interest, and complying with Fairtrade standards can be identified as a CSR trend, 

which is more financial than ethical motivated. It can be discussed if is important to criticizing 

coffee roasters and retailers motives for complying with Fairtrade, if they help increase social 

benefits for small-scale farmers. Then it shouldn’t matter if they comply in order to increase 

shareholder value. Furthermore, it can be argued that coffee roasters and retailers would commit 

financial suicide if not responding to consumer’s demand of more ethical business practices. 

Fairtrade can be argued to be the kind face of capitalism, regardless of coffee roasters and retailers 

motivations behind it. 
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5.2.2 Integrative theories  

Integrative theories can be identified as how Fairtrade integrates social demands into their business 

model and thereby depends on society for its existence, continuity and growth. Social demands are 

generally viewed upon as how society interacts with Fairtrade and how it gives it a certain 

legitimacy and prestige.  Looking at Fairtrade and how it complies with CSR integrative theories, it 

is possible to see that Fairtrade is integrating social demands into their business as they have spotted 

an alternative way for the general public to contribute to helping the less fortunate in developing 

countries. The integrative theories of CSR, which will be discussed in this thesis, are issues 

management and stakeholder management. 

When you look at Fairtrade from a CSR point of view, Fairtrade view CSR as a way for them to 

become a shaper of society. The Fairtrade principles and standards tries to moderate some of the 

injustices of conventional international commodity trade, and they believe that unfair behavior in 

Fairtrade seems to be trying to change the conventional trading system, and be a shaper of society 

by making consumers etc. aware of the conditions in developing countries.  

5.2.2.1 Issues management 

Issues management is basically an extension of stakeholder theory as it is a management tool used 

to bring a company in harmony with its environment. Issues management is both relevant for 

Fairtrade as well as for coffee roasters and retailers. 

Fairtrade has, with its business, created awareness about the poor trading conditions in developing 

countries forcing coffee roasting companies to take a stand. As the poor trading conditions have 

become public knowledge, coffee roasting companies have been forced to take a stand. They can 

either choose not to act and go about business as usual, they can change their entire business 

structure, or they can comply with Fairtrade’s standards and appear social responsible without 

making huge structural changes. 

The Fairtrade label on the coffee roasting company’s branded coffee is an essential tool for 

managing the issue of poor trading conditions in the south. The label works both reactively and 

proactively. Reactively as coffee roasting companies has the opportunity to defend themselves in 

relation to poor trading conditions and then act on it. Proactively, the Fairtrade label can be used as 

a way to bury potential issues about trading conditions in the ground before the general public starts 

pointing it out. 
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Issues management is first and foremost about being aware of surrounding issues, and being able to 

respond quickly to them. As Fairtrade have created great awareness about the coffee trading 

conditions, it has become necessary for many coffee roasting companies to proactively 

communicate the Fairtrade message to different stakeholder groups, in order to avoid bad publicity 

and reputation. 

Fairtrade is using a highly targeted and controlled communication effort, which aims to put the poor 

trading conditions in developing countries on the public agenda. By communicating to the public 

about the poor trading conditions, Fairtrade is addressing public policy and can with their brand 

create reputation issues for coffee roasting companies, which can affect an organization’s success. 

One can identify Fairtrade as utilizing issues management as a CSR strategy. But when analyzing 

how Fairtrade’s stakeholders are affected, it can be discussed whether or not they are actually 

selling what they are promoting. They promote that they are offering producers a better deal and 

improved terms of trade, which allows them to improve their livelihoods as well as offering 

consumers a powerful way to reduce poverty through their every day shopping.  

Considering the stakeholder analysis, it can be discussed whether or not small-scale farmers are 

really getting a better deal, as their output for becoming Fairtrade certified does not match the input. 

Having small-scale farmers pay to become Fairtrade certified can be discussed as the farmers are 

forced to be for certification of their entire production, even though the market demand is not nearly 

high enough for all small-scale farmers to sell their entire production as Fairtrade coffee. This leads 

the farmers with a higher output than input, which raises the question of how much the farmer has 

then gained from becoming Fairtrade certified? It is believed that small-scale farmers could benefit 

much more, if Fairtrade had matched the amount of Fairtrade licenses with the demand for Fairtrade 

coffee. It seems like Fairtrade have taken a too large slice of the cake. Fairtrade must be aware of 

the demand for Fairtrade coffee, which makes it incomprehensible that Fairtrade is certifying 

thousands of small-scales farmers knowing that all farmers will not be able to sell their entire 

production as Fairtrade. The more small-scale farmers Fairtrade licenses, the worse change the 

already certified farmers have of selling their production. It can be questioned how this is more 

ethical trading than conventional trading. Fairtrade also state that they offer consumers a powerful 

way to reduce poverty through their everyday shopping. It becomes discussable whether the 

consumer is in fact reducing poverty or if they are merely being overcharged for low quality coffee 

by retailers. 
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It is believed that coffee roasters also use Fairtrade as a part of their issues management. As CSR 

has greatly emerged, consumers are becoming more and more aware about various companies take 

on society. Issues management is in general about closing gaps between the public’s expectations of 

a company performance and the company’s actual performance. Coffee roasters and retailers have 

been closing these gaps by complying with Fairtrade standards, closing the gap of unethical trading, 

even if this only complies for approx. 1% of a coffee roasters coffee brands. 

Fairtrade can easily be used as a way to “fair wash” a company’s reputation without really changing 

its business structure for the better. It can be argued that coffee roasting companies have identified, 

evaluated and then responded to the new ethical consumer demand and come to the conclusion that 

Fairtrade is a great way to indicate to consumers that they are responding to social and political 

issues, such as under paid farmers, child labor and indecent working conditions.  Fairtrade is a good 

way to try and avoid the attention of underpaid farmers in developing countries, as well as 

accessing a new market.  

5.2.2.2 Stakeholder management   

Fairtrade can be looked upon as a coffee roasting company way of managing its stakeholders.  

As a coffee roasting company, stakeholder management becomes an issue of integrating 

stakeholder’s interests into managerial decision-making. Stakeholder management is in general 

used to determine the best business practice that can satisfy the coffee roaster’s stakeholder 

relations. A great solution for coffee roasters is to comply with Fairtrade’s standards on some of 

their brands, comply with other labeling schemes on other brands as well as staying on the 

conventional market with the rest of their brands.  

 

The larger coffee roasters sell enormous amounts of coffee, which enables them to enter various 

markets, which have different demands. Being able to be present in more than one market can affect 

the financial performance of the coffee roasting company in a positive way, as it is now able to sell 

coffee to various consumer segments. Complying with more than one labeling scheme is one way 

for coffee roasting companies to balance the various stakeholders’ demands.  

 

In recent times, coffee roasting companies and retailers such as Starbucks and Nestlé has been faced 

with pressure from NGOs, activists, communities, governments, and the media. These groups 

demand what they conduct responsible corporate practices and as seen in the case of Starbucks, it 
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can become necessary to respond to these demands. 

 

It can be argued that complying with Fairtrade’s standards becomes an easy way to respond to 

various stakeholder demands of being socially responsible, as being Fairtrade certified becomes a 

tool for showing support for a more fair trading system, without actually really committing to the 

ideology.  

5.2.3 Ethical theories 

Ethical theories can in this thesis be defined as the focus on the ethical requirements that strengthen 

the relationship between business and society. They are based on principles that express the right 

thing to do or the necessity to achieve a good society 

5.2.3.1 Sustainable development 

Fairtrade standards for cooperatives address the key elements of sustainability, social, economic 

and environmental development. Fairtrade focus on social development by encouraging 

cooperatives to be democratic, non-discriminative and transparent. Furthermore they have 

forbidden child labor and employees have to address work-related health and safety principles. 

Economic development is addressed by guaranteeing the Fairtrade minimum price, the Fairtrade 

premium and market access. Environmental development is strengthened by encouraging farmers to 

protect the environment, avoiding agrochemicals, waste etc.  

One can claim that Fairtrade represents a vision of progress that integrates instant and longer-term 

objectives for farmers in the developing world. The actions Fairtrade take affect both locally and 

globally and Fairtrade strives to regard social, economic and environmental issues in their 

standards. 

It is not possible to bring about sustainable development merely by policies, it is necessary that it is 

taken up by society at large; affecting the many choices that businesses and citizens makes every 

day, which is what Fairtrade is striving towards. This does however require thoughtful changes in 

thinking, in economic and social structures and in consumption and production patterns, which is 

not something that happens overnight. It can be discussed whether Fairtrade have affected 

businesses and consumers everyday choices. Even though many coffee roasters and retailers merely 

sell a small percentage of their coffee as Fairtrade labeled, Gundtoft argues that Fairtrade have 

affected the way coffee roasters think. When Nestlé first launched its first Fairtrade coffee “Nescafe 
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Partners Blend” it was seen as a milestone for Fairtrade as, while not being the first, they were the 

largest food and beverage company to start selling Fairtrade labeled coffee. It was seen as a 

milestone for Fairtrade and activists because getting Nestlé to sell Fairtrade coffee would inevitably 

affect whether or not other smaller coffee roasters would follow in the same direction
187

. 

One can say that Nestlé listened to the consumers and gave them what they wanted in terms of 

acting ethically correct, on the other hand it can also be argued that Nestlé decision to sell Fairtrade 

coffee was a mere exploitation of a popular and profitable trend.  

Paradoxically, Fairtrade was set up to challenge the business practices of companies like Nestle, 

which makes one wonder how Nestlé can obtain Fairtrade certification. Have Fairtrade really 

gained what they strived to achieve, or are they actually being exploited by Nestlé, who has found a 

way to enter a new market. 

Fairtrade certification is only given to individual products and not to companies. It has to be kept in 

mind that when Nestlé is selling one product as Fairtrade, does not mean that their entire business 

practice is Fairtrade certified. It can however be discussed whether or not consumers are aware of 

the fact that the Fairtrade label is not an endorsement of any coffee roasting company or its 

activities, merely the labeled product.  

Looking at Fairtrade as advocating sustainable development, one can understand that in order to 

bring benefits to as many farmers as possible, Fairtrade will have to increase their market share and 

sales of Fairtrade products, and this is why it becomes interesting to get Nestlé products Fairtrade 

certified. As Nestlé for many years refused to comply with Fairtrade’s standards, the compliance 

marks a change of position and signals that Nestlé recognizes Fairtrade’s role in the market.  

It can be discussed whether or not the Fairtrade model can be approved as a sustainable model, 

since it there is no evidence that farmers actually receive the minimum price.  

Furthermore, it becomes difficult to define Fairtrade as supporting sustainable development, when it 

can be argued that they keep small-scale farmers in the market, who would otherwise have been 

forced to produce something else, making the terms worse for everybody, in terms of lower prices 

due to over production. In addition, when looking at Fairtrade’s supply chain, illustrated in figure 1, 

it is possible to see that they have reduced the supply chain, unfortunately the parts, which have 
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been removed, are all the players who operates in coffee producing country. This can hardly be 

considered as sustainable development. 

One can respect Fairtrade’s ideology to promote fairer trading prices for small-scale producers, but 

having analyzed how Fairtrade affect their various stakeholders, especially small-scale farmers and 

their communities, the idea of Fairtrade as a sustainable development tool can be questioned. 

The CSR theories above, describes how retailers and coffee roasters are utilizing CSR theories in 

accordance to instrumental theories, which implies that they are motivated to comply with 

Fairtrade’s standards in regards to their own self-interest. It was found that Fairtrade’s strategy 

could be identified as issues management, trying to respond to the needs of small-scale farmers and 

their communities, however it was found that they are not utilizing the most effective strategy to 

help improve their livelihoods. 

The next part will link these CSR theories to Primeaux’s fairness principles, in order to establish 

how fair Fairtrade is.  

5.3 The Fairness Principles 

Based on the knowledge gained from analyzing how Fairtrade affects various stakeholders and how 

these perceive CSR, the following section will be analyzing how fair Fairtrade is and to whom it is 

fair to. As presented in the theory section, the term fair can be interpreted in multiple ways. This 

section will analyze how the different stakeholder perceives fair in accordance to the “metallic” 

rules of fairness, which can be defined as the golden, silver, iron and tin rule. This will furthermore 

be analyzed in accordance with Primeaux’s principles of fairness: rational, emotional, and spiritual 

fairness. 

5.3.1 The “Golden Rule” 

The golden rule in this thesis is defined as an ethical code or morality that states that one should 

treat others, as one would like others to treat oneself. 

The golden rule can be said to be the founding ethics of Fairtrade, as it was founded to oppose the 

exploitation of coffee farmers in developing countries. The silver rule is basically the negative form 

of the golden rule, in which the founding ethics of Fairtrade also can be interpreted; “One should 

not treat others in ways that one would not like to be treated”.  
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As Fairtrade claim to improve the livelihoods of small-scale farmers, it is possible to assume that 

they do not want to treat farmers in a way that Fairtrade would not like to be treated. It can be said 

that by trying to improve working condition as well as improving the livelihoods of both the 

farmers and their communities, Fairtrade is not accepting the terms the farmers are living under 

now, and by trying to establish a system to improve this, indicates that they are operating after the 

silver rule.  

It can be argued that Fairtrade is operating after the golden rule in terms of aiming to create better 

trading conditions. Fairtrade’s goal is to form a long-term, direct supply chain relationship, which 

represent trust and mutual respect, which Fairtrade believes can happen by linking producers 

directly to consumers
188

. Fairtrade want to treat producers, as they would like to be treated 

themselves.  

By claiming that Fairtrade’s actions can be related to the golden and silver rule, one can discuss 

whether or not coffee roasters who do not comply with Fairtrade standards are then acting opposite: 

“Treating others as one does not want to be treated oneself” or if they in fact are just operating in 

regards to the free market where supply and demand rules the game.   

A best guess is that coffee roasters are merely operating their business in regards to supply and 

demand. As large multi-national companies have bought up many coffee-roasting brands, they have 

gained great purchasing power with their suppliers. E.g. Nestlé dominates the coffee market with a 

market share of over 50%, which means that they can earn good profits from roasting coffee as their 

profit margins are substantial due to a combination of low-priced green coffee, innovative product 

development and a strong brand strategy
189

. 

It can be argued that coffee roasters haven’t done anything unethical, as they are basically just 

running their business in accordance to the basic principles of supply and demand in a free market. 

The mechanism of a free market reflects and sums up all the economic choices and decisions made 

by all the participants. Small-scale farmers trade their coffee by mutual agreement according to 

their own independent judgment. The free market can only make a small-scale farmer richer if he is 

able to offer better value—better quality coffee, at a lower price—than others are able to offer
190

. 
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With more than 25 million small-scale farmers
191

 there is quite a substantial amount of coffee being 

produced, which can explain the very low price of coffee.  

It appears that multinational companies are being accused of acting unethically because they have 

been successful with their business strategy, in which they have gained larger buying power. Is it 

ethically correct to force someone to pay more for a product, which he can buy cheaper next-door?  

In general, the golden rule arises when actions taken are seen to cause to no harm to others, which it 

is believed that Fairtrade is aiming towards. But as mentioned earlier, the Fairtrade systems actually 

harms non-certified farmers, as Fairtrade certified farmers can sell their worse quality coffee to the 

Fairtrade market and still receive a good price and then sell the better quality coffee on the 

conventional market where prices are determined on quality. This gives the Fairtrade farmers 

advantages that non-certified farmers cannot compete with, making them worse off. When some 

farmers are paid higher prices and are receiving advice on how to increase yields and quality, the 

certified farmers will most likely receive a higher price for their coffee whereas the rest of the non-

certified farmers can, as a consequent, face worse prices, since the Fairtrade systems has not 

matched their certification with the demand, leaving certified farmers to sell their remaining 

production on the conventional market. It can be argued that if there were no fixed Fairtrade 

minimum price, an oversupply of coffee would force coffee producers to leave the market, which 

would then naturally bring the prices of coffee back up, due to the nature of supply and demand.  

It can be established that Fairtrade is promoting their ideology in regards to the golden rule. 

5.3.2 The Iron rule 

The iron rule is in this thesis, defined as: “He who has the gold makes the rules.”  

The coffee market is in general based on supply and demand, which in theory makes coffee 

roasters, retailers and consumers the men with the gold. One can argue that in order for Fairtrade to 

survive, they have to please those with the gold.  

In order for Fairtrade to survive, they have to be able to sell their Fairtrade labeled coffee to coffee-

roasters. It can be a difficult situation to convince coffee roasters to purchase more expensive coffee 

of equal or less quality than the coffee they are already purchasing, which is why Fairtrade has to 
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offer benefits for both coffee roasters, retailers and consumers that they do not receive from 

purchasing conventional coffee. 

As there are financial costs involved for coffee roasters to become Fairtrade certified, Fairtrade are 

providing benefits in return, which can be argued to be one way to convince or please a company to 

get them to purchase Fairtrade coffee. Becoming Fairtrade certified benefits coffee roasters in 

relation to instrumental CSR theories; Maximizing shareholder value, creating competitive 

advantage and cause related marketing. 

Coffee roasters are able to maximize their shareholder value, as they now have a product with an 

extra feature that consumers are willing to pay a premium price for. As mentioned earlier, the 

coffee should in theory only cost the difference between the world market price and the Fairtrade 

minimum price plus the Fairtrade premium. In recent years, the Fairtrade minimum price has been 

equal to the world prices hence the extra cost of buying Fairtrade coffee should merely be the 

Fairtrade premium of 20 US cents
192

 per lb.  As this is in general not the case, it is becomes evident 

that coffee roasters and retailer are marking up their products more compared to non-certified 

products. One can’t help but wonder if it is fair to exploit ethically concerned consumers, who 

believe they are shopping for better lives for small-scales farmers. According to the article: “It’s a 

super mark-up”
193

, one leading supermarket sells conventional ground coffee at £1.95 per 227gr. 

compared to the £2.69 for the Fairtrade version. Hypothetically, the extra £0,74 should go to the 

farmer, but as Jody Clarke points out, on average only 10% of the extra mark-up goes to the farmer, 

which in this case equals £0,074. A best guess, as supermarkets does not declare their margins, is 

that the remaining goes to the retailer. 

Considering the fact that the extra mark-up doesn’t all go to the small-scale farmers, it becomes 

questionable whether retailers and coffee roasters are responding to customer demand or merely 

pushing a premium product and charging a large margin, hence maximizing shareholder value, 

Coffee roasters and retailers benefit from Fairtrade as they cannot only charge a larger margin for, 

but also improve their public image. Retailers can, in general, get away with this, as consumers are 

either given no or very little information on how much share goes to the small-scale farmer.  

The iron rule matches instrumental CSR theories very well and describes the relationship between 

Fairtrade and coffee roasters and retailers as an attempt to appear ethically concerned when in fact 
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being Fairtrade certified is more useful as a marketing tool, which matches the instrumental CSR 

theory cause-related marketing.  

By selling Fairtrade labeled coffee, coffee roasters and retailers engage in a revenue-providing 

exchange that satisfies not only Fairtrade’s objectives, but also the individual customers.
194

 

The objective of cause-related marketing is to enhance company revenues and sales or build 

customer relationship by creating a brand through the acquirement and association of the ethical or 

social responsibility
195

. It can be argued that this is how the Fairtrade and coffee roaster/retailer 

relationship works. Fairtrade is providing the coffee roasters brand and the retailer with ethically 

and socially responsible attributes, which affects their images. One could argue that a coffee roaster 

could merely establish its own “fair trading” scheme, but Fairtrade has through its campaigning 

created a reputation of reliability and truthfulness, which the Fairtrade label on the coffee bag 

projects backs to the coffee roasting company, or the retailer. A cause-brand alliance between 

Fairtrade and a coffee roasting company means that the coffee company communicates that its 

corporate behavior and actions are not only motivated by self-interest but also by unselfish 

motivations
196

.  

In the mind of the consumer, brands play an important role when identifying and differentiating 

products and services. The Fairtrade label indicates that the coffee roasting has been traded and 

produced according to Fairtrade standards, which gives consumers the opportunity to consider 

purchasing ethically correct coffee. Coffee roasters and retailers use Fairtrade as a CSR strategy in 

order to position themselves in the coffee market. By selling both non-certified, Fairtrade certified 

as well other labeled coffee; a coffee roasting company can be present in various markets, which 

gives them competitive advantage.  

Consumers are becoming increasingly demanding of companies, by wanting better quality products 

at a lower price as well as products, which are also produced and commercialized following ethical 

standards
197

. Consumers have a tendency to prefer socially responsible companies, which makes 

customers the men with gold. If consumers do not want to purchase Fairtrade coffee, retailers will 

not buy it from coffee roasters, which mean that coffee roasters will not buy coffee from the small-

scale farmers. 
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Fairtrade have been very good at creating a demand for Fairtrade coffee and getting the attention of 

the consumers with the gold, which gives the coffee roasters the incentive to comply with 

Fairtrade’s standards. Consumers, as a whole, are the last part in the supply chain and therefore set 

the market demand.  

It is believed the coffee roasters and retailers only have agreed to sell Fairtrade labeled products due 

to their own self-interest as if there were no benefits and only additional cost for purchasing the 

product, it is doubtful to expect that coffee roasters and retailers would still be complying with 

Fairtrade’s standards. Based on this, it can be concluded that coffee roasters and retailers let 

consumers to believe that they are genuinely trying to cope with the business ethics of the coffee 

industry, when they in fact are benefiting greatly from acting ethically correct, even though they are 

not coping with ethically correct trading on all of their products.  

Having established that Fairtrade is promoting their ideology in regards to the golden rule, it can be 

determined that they are selling their ideology in regards to the iron rule. The next section will link 

these two rules to Primeaux’s definition of fairness. Primeaux’s definition of fairness has been 

found relevant as his vision of business ethics reflects his understanding of profit maximizations 

and economic efficiency as an essential part of business ethics. Primeaux has explored fairness in 

three perspectives; rational, emotional and spiritual.  

5.4 Rational Fairness 

As rational fairness is perceived from the perspective of addressing fairness with an appeal to 

individual reasoning and self-interest, it can be argued that coffee roasters and retailers utilizes this 

fairness perspective. Coffee rosters and retailers follows this fairness principle as their rational self-

interest involves being on top of the market competition, by responding to consumer demands, 

maximizing shareholder value and improving their image, which becomes their main focus for 

success and therefore their own individual selfishness and ambition are their main driving values. 

From this perspective, the golden rule gives way to the iron rule when formulated: “He who has the 

gold makes the rules.”  

Here Fairtrade’s power is invested in coffee roasters and retailers self-interest as utility and control 

leads to the question of “What can Fairtrade do for us?” Fairtrade becomes an easy way to control 

a company’s CSR agenda, appearing to be acting ethically correct. It can be argued that coffee 

roasters are unable to control the awareness Fairtrade have created in terms of poor working 

conditions for many coffee famers, which have led coffee roasters and retailers to comply in order 
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to gain value of utility. Talking about “fair” from this perspective, one can describe it, as a matter of 

ethical selfishness and ambitions, consequently, competing for success, “fair” becomes a matter of 

utility and control
198

. Rational fairness can be related to instrumental CSR theories, which also has 

the objective to utilize individual reasoning and self-interest. As it has been identified that coffee 

roasters and retailers operates in accordance to this, complying with Fairtrade can be identified as a 

CSR trend, which is more financial than ethical motivated. It can be discussed if is important to be 

criticizing coffee roasters and retailers motives for complying with Fairtrade, if they help increase 

social benefits for small-scale farmers, then it shouldn’t matter if they comply in order to increase 

shareholder value. Furthermore, it can be argued that coffee roasters and retailers would commit 

financial suicide if not responding to consumer’s demand of more ethical business practices. 

Fairtrade can be argued to be the kind face of capitalism, regardless of coffee roasters and retailers 

motivations behind it. 

As coffee roasters and retailers use the Fairtrade label in addition to their normal commercial brand, 

not as a substitute, they market and advertise both their own Fairtrade branded coffee and Fairtrade 

in general. They benefit in three ways: they can charge a higher margin; they expect higher 

turnover; and they can launder their image, by being perceived as a fair organization helping the 

Third World. However, the money intended for the Third World is an entirely separate income 

stream, which does not pass through the Fairtrade organization and can be identified as the extra 

mark-up coffee roasters and retailers charge for Fairtrade coffee. In short, rational fairness can 

quickly turn into skillfully disguised greed and arrogance. 

 

5.5 Emotional Fairness 

Opposite to rational fairness, emotional fairness revolves around putting others ahead of oneself, 

whether it being another individual or the natural environment.   

It can be discussed whether or not Fairtrade’s idea of fair can be linked to emotional fairness. The 

original idea of Fairtrade was to improve the trading conditions of small-scale farmers, which can 

be argued to putting others ahead of themselves.  

The idea with a minimum price was to ensure that farmers are not taken advantage of by large 

multinational coffee roasters, and the Fairtrade premium was enforced to also benefit the 
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community of the small-scale farmer and his family. Fairtrade believes that their standards for 

coffee will help the coffee farmers and their communities develop and create better livelihoods. It is 

believed that the original intensions of Fairtrade were to improve the livelihoods of small-scale 

farmers, which can be identified as emotional fairness, however it seems like they have lost 

themselves and the original meaning of Fairtrade along the way.  

Taking the example of Fairtrade in the UK, the retail turnover was in 2009 £ 799 million. Besides 

the retail turnover, Fairtrade also receives a fee from coffee roasters and retailers who would like to 

carry the Fairtrade label on their coffee. 85% of the UK Fairtrade foundation income comes from 

these fees whereas the remaining 15% comes from government grants and donations. 70% of the 

license income is spent in the UK, primarily on marketing. Griffiths stresses that when going 

through Fairtrade financial statement it is not clear where exactly the rest of the money is spend, but 

it appears to be spent by the Fairtrade organization, some of it for administration and control of 

standards by FLO rather than being given to small-scale farmers to improve their livelihoods
199

.  

From the emotional perspective fairness should be understood in terms of communal good rather 

than the individual good. It can be argued that Fairtrade is aiming at improving the communal good 

of small-scale farmers, which fits with the emotional fairness principle, but as presented earlier, 

Fairtrade operations is limited and merely embraces the small-scale farmers.  

The emotional perspective seeks to ask the operative questions of “What can I do for you?” which 

can be argued to portray Fairtrade ideology, as they operate their organization in regards to what 

can be done to help small-scale farmers. Fairtrade claims to work towards securing better deals for 

farmers and workers,
200

 which should enhance farmers livelihood, hence the values of compassion 

and altruism become more distinct than selfishness and ambition, which matches the emotional 

fairness perspective. It can however, be discussed whether or not this is actually the case. The 

Fairtrade Foundation’s basic guarantee is “A fair and stable price to farmers for their products”
201

, 

but when looking into the business operations of Fairtrade this does actually not seem to be the 

case.  

According to various articles as well as Giersing, Fairtrade merely monitor the price paid to the 

cooperatives, they do not control what happens to the money or how much actually reaches the 
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farmers. As exporting cooperatives, primary cooperatives and farmers all have to pay Fairtrade a 

fee and meet Fairtrade criteria’s in order to be Fairtrade certified. They have to meet the Fairtrade 

criteria for all of their production, whatever proportion they manage to sell as Fairtrade branded. 

Unfortunately the Fairtrade market can only sell about a third of the Fairtrade coffee produced, 

which means that the remaining will be sold as non-certified. As some cooperatives can merely sell 

10-15% of their production as Fairtrade, the added income is outweighed by the extra cost of 

becoming Fairtrade certified.  

Having small-scale farmers pay to become Fairtrade certified contradicts the emotional perspectives 

values of compassion and altruism and makes Fairtrade seem more selfish and more focused on 

their own drive than actually improving the livelihoods of the small-scale farmer. 

It is believed that Fairtrade has the intensions to act in regards to emotional fairness, but they 

became greedy and wanted to do too much, too fast. They wanted to affect as many farmers as 

possible, without considering the demand as well as the fact that the cost for these farmers to be 

certified can’t be covered by the small amount of Fairtrade coffee they are able to sell. 

It is believed that the emotional fairness perspective can be better portrayed in consumers, as they 

decide to purchase more expensive coffee, which only extra value is the Fairtrade label. In theory, 

consumers cannot taste or feel the difference between a conventional coffee brand and a Fairtrade 

labeled coffee brand, they are purchasing the Fairtrade labeled coffee because they want to put 

small-scale farmers ahead of themselves. It is the emotions that steers customers to purchase 

Fairtrade labeled coffee. The idea that purchasing coffee, which has been produced and traded in 

accordance to Fairtrade standards, gives the customer satisfaction, which becomes the customer’s 

main motive for purchasing Fairtrade labeled coffee.  Their purchase becomes more valued with 

compassion and altruism than selfishness and ambitions.  

5.6 Spiritual Fairness 

Spiritual fairness can be defined as an attempt to look beyond both individual self-interest and the 

good of those around us. Spiritual fairness projects the golden rule and its variants universally.  

The spiritual perspective is set to appeal to a set of attitude, motive, and value that come directly 

from human experience. It addresses the part of the human person that appeals to the existence of 

something other than oneself, other people and nature, but more to the universal whole.  
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The Golden rule is interpreted as the silver rule: “Do not do unto others what you would not have 

them do unto you” and projects it into universality. It appreciates fairness with respect to every 

aspect of human experience, personal and natural. The spiritual perspective seeks fairness without 

ascribing to limitations of any kind. Fairness becomes a matter of all people, at all times, and in all 

places. As mentioned earlier, one can claim that Fairtrade operates in accordance to the silver rule 

since they want to improve the way small-scale farmers are treated. But as Fairtrade limits itself to 

small-scale farmers only and not all farmers, it cannot be indentified as spiritual fairness.  

 

Looking at Fairtrade and any of its stakeholders, it becomes hard to recognize any of them 

following the spiritual fairness principle. To operate within the spiritual fairness principle, 

transforming motivations becomes practical in order to appeal to individuals’ independent lifestyle 

and their relational dependence to also include universal interdependence. 

This should ideally be what CSR should be all about, but in general, most CSR initiatives are 

founded on the basis of creating business value, not because they genuinely care about the future of 

the universal whole.  

 

The analysis of the three fairness perspectives, indicates that Fairtrade consumers operates in 

regards to emotional fairness, and can be considered unaware of the actual Fairtrade supply chains 

operations, merely shopping with good intentions. It can be argued that Fairtrade ideology can be 

defined as emotional fairness, which is what they are promoting to coffee roasters, retailers and 

consumers, but what they are in fact selling can more be related to rational fairness.  

6.0 Conclusion 

During the years there has been a radically change in corporate norms, which have led to an 

increased willingness for companies and organizations to act more responsible in order to improve 

negative impacts on society or at least appear to be more responsible. Fairtrade is one organization, 

which have built their identity on social responsibility and sustainable development. It was decided 

to investigate whether or not their claim to be an alternative and better approach to conventional 

trade, can be considered fair. 

Fairtrade believes that its system, paying a minimum price and a price premium, can help decrease 

the power imbalance in the coffee market, The analysis emphasized that the power imbalance is still 
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very much present. Coffee roasters and retailers have found a way to utilize Fairtrade for their own 

benefit. But as Fairtrade is dependent on coffee roasters and retailers for their survival, perhaps it 

becomes less important to critic coffee roasters and retailers reasons for complying with Fairtrade 

standards. If coffee roasters and retailers help the small-scale farmers improve their livelihoods, it 

should not matter whether they comply with Fairtrade for the purpose of pleasing shareholders.  

What matters is that Fairtrade is actually not selling what they are promoting: 

“Fairtrade is an alternative approach to conventional trade and is based on a partnership between 

producers and consumers. Fairtrade offers producers a better deal and improved terms of trade. 

This allows them the opportunity to improve their lives and plan for their future. Fairtrade offers 

consumers a powerful way to reduce poverty through their every day shopping.
202

” 

This statement from Fairtrade’s website was greatly challenged in this thesis as it has been found 

that there is no real evidence that farmers actually receive the Fairtrade minimum price or that their 

livelihoods are improved to an extend that can be considered fairer. It was originally believed that 

Fairtrade acted in relation to emotional fairness, but having analyzed how Fairtrade affect its key 

stakeholders, it can be concluded that they also act in accordance to rational fairness.  

Starting at the beginning of the supply chain, the fair conditions for small-scale farmers were 

greatly discussed. The analysis highlighted the fact that there are no clear evidence that farmers are 

actually receiving the minimum price, as traders are paying cooperatives the minimum price and not 

the farmers. Fairtrade does not have enough resources to audit whether or not cooperatives are 

paying farmers the Fairtrade minimum price.  

Furthermore, Fairtrade have not been successful at matching their supply and demand of Fairtrade 

coffee, and it was found unfair that Fairtrade keeps certifying additional small-scale farmers even 

though the Fairtrade demand is not nearly high enough to benefit all certified farmers. Besides not 

receiving the Fairtrade minimum price, they cannot even sell most of their harvest as Fairtrade, due 

to an overproduction of Fairtrade coffee.  

The Fairtrade premium, which should benefit the farmers communities and cooperatives are mainly 

used on improving coffee quality, as the yearly premium is so low that it in some areas can be 

considered irrelevant. Improving the quality does not even benefit the Fairtrade consumers who are 

supporting Fairtrade ideology, as it becomes more beneficial for farmers to sell improved quality 
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coffee on the conventional market, than on the Fairtrade market, where the price is fixed, which can 

be argued to be unfair for Fairtrade consumers, who are paying a price premium for their coffee, 

while the consumer, who do not support Fairtrade by purchasing their coffee, benefits from the 

increased quality on the conventional market.  

As Fairtrade is trying to improve the imbalance in the coffee market, they seem to have forgotten 

that their business practice is also harming others, namely non-certified farmers. Fairtrade keep 

farmers in the market who is not necessarily suited to be in the market, and keeps them from going 

bankrupt, but then maintains the oversupply of coffee, which is the main reason for the low coffee 

prices. Fairtrade is further harming other local business as they have decided to cut out all the local 

middlemen, which cannot be identified as being supporting sustainable development. 

Fairtrade is however not all awful, in some locations small-scale farmers are really benefiting, but 

when some are worse of and others cannot feel any benefits, Fairtrade cannot be categorized as a 

fairer trading approach than conventional trading. Fairtrade has however, highlighted the situation 

in the developing countries and created an awareness, which has forced various companies and 

organizations to take a stand, which have resulted in them pursuing their own CSR agendas. 

This thesis also emphasizes, that coffee roasters and retailers motives for complying with 

Fairtrade’s standards relates to the instrumental CSR benefits gained rather than with pure ethics. 

The instrumental theories, which coffee roasters and retailers utilize was related to Primeaux’s 

rational fairness principle, which implied that they are acting with the perspective of addressing 

fairness with an appeal to individual reasoning and self-interest, which was identified as being on 

top of the market competition, by responding to consumer demands, maximizing shareholder value 

and improving their image. Consequently, rational fairness shares the same values as instrumental 

CSR strategies. 

It can be argued that complying with Fairtrade’s standards becomes an easy way to respond to 

various stakeholder demands of being socially responsible, as being Fairtrade certified becomes a 

tool for showing support for a more fair trading system, without actually really committing to the 

ideology. 

 

The ideology of Fairtrade was identified as being emotional fairness, but unfortunately the 

“product” they are selling could not be identified as being in correspondence to the emotional 
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fairness principle. Fairtrade consumers were found to be acting in accordance to the emotional 

fairness principle, as they only gain a feel good factor for purchasing a Fairtrade labeled product.  

It was argued that Fairtrade put Fairtrade consumers in an ironically situation, since a large portion 

of the Fairtrade premium is used to improve coffee quality, which should benefit the Fairtrade 

consumer. However, hypothetically, the improved coffee is more valuable, for the farmer, to sell on 

the conventional market. This creates a paradox, as the Fairtrade premium should improve the 

Fairtrade coffee and consequently improve the coffee experience for Fairtrade consumers as well as 

increase the Fairtrade coffee demand. Instead, there is no incentive for the farmer to sell his good 

quality coffee on the Fairtrade market, but there is however great monetary incentive to sell the 

better quality coffee on the conventional market. Looking at Fairtrade from this perspective it can 

be concluded that Fairtrade is helping small-scale farmers sell their poor quality coffee to good 

trusting western consumer, while the actual increase in the small-scale farmers income comes from 

sales of improved quality coffee to the conventional market. In regards to the working question of 

how price and quality of Fairtrade coffee fit into to the spectrum of fairness, it can be concluded 

that they do not quite correspond, mostly due to the large mark-up by coffee roasters and retailers, 

who utilizes the Fairtrade scheme in relation to rational fairness and instrumental CSR theories. 

It can be hard to blame Fairtrade for the large retail mark-up, but in terms of Fairtrade selling what 

it is promoting, it can be hard to blame others than Fairtrade.  
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Appendix 3: The Arabica Coffee Market 1989-2011: Comparison of Fairtrade and 

New York Prices 
 

 

 

 

 

 

 

 

 

 

 

Appendix 4: Fairtrade premium expenditure categories 
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Appendix 5: Fairtrade’s stakeholder model 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 6: Interview with Jens Gundtoft, sales manager, Growers Cup. 

Interviewer:  

Kan du fortælle mig lidt om hvad Growers cup er og hvordan I kom ind på markedet? 

Respondent:  

Ja, hele ideen med Growers Cup var, som navnet lyder, at sælge bondens kop, ikke som direct 

trading eller som Fair trade, men med ideen om at en bonde godt kan sælge sin produktion til en 

fornuftig pris, have bonden i centrum og sælge kaffen som bonden selv ville drikke den,  

Interviewer:  

Hvad mener du med at sælge kaffen som bonden selv ville drikke den? 

Respondent: 

Jeg mener at, oftest opkøber et firma, som f.eks Merild og Gevalia tonsvis af kaffe fra 10 

forskellige steder, og blander god, dårlig og mellem kvalitets kaffe sammen i en stor pærevending. 
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er billigst at købe forskellig slags kvalitets kaffe og blande det. Blander man billig kaffe med dyr 

kaffe kan man få en udmærket kaffe. Deres største udfordring bliver at få deres kaffe til at smage af 

Merild kaffe hver gang. Så prøver man at spise kunden af med at de køber en speciel blend, hvor 

det i virkeligheden bliver en bedre kop kaffe hvis alt kaffen kommer fra samme produktion.  

Hele vores ide med Growers cup, var at sælge bryggeren på smagen fra det land som bonden kom 

fra. Fokusen er på estate kaffe, et land, et sted, en oprindelse. 

Interviewer:  

Hvorfor faldt jeres oprindelig ide til jorden? 

Respondent: 

Det var meget mere kompliceret end det vi havde regnet med, fordi det danske marked har været 

vant til at drikke dårlig billig kaffe i årevis. I Danmark tager alle lidt kaffe forgivet og hælder 

spandevis af dårlig kaffe i sig. Man siger at ca. 95% af dansk kaffe er blandet kaffe, men det har 

lykkes de store firmaer at bilde folk ind at blandings kaffe er det gode kaffe. 

Vores koncept blev en udfordring fordi det er et atypisk koncept, med en del højere pris.  

Interviewer: 

Hvordan kom i så ind på markedet? 

Respondent: 

Vi havde svært ved at få kunderne til at betale 20 kr. for vores engang brygger, men fandt ud af fra 

diverse outdoor butikker at der var efterspørgsel for Fairtrade produkter. Da vi hovedsageligt sælger 

vores kaffe bryggere til outdoor butikker, virkede det fornuftigt at ændre vores strategi. Vi valgte at 

blive Fairtrade certificeret for faktisk at få adgang til markedet. Fairtrade er rigtig god 

markedsføring og det virkede. Lige pludselig kunne vi sagtens sælge vores kaffe brygger. Jeg tror at  

i manges øjne føler de at de kan drikke kaffe med samvittighed, og derfor er folk villigere til at 

betale end højere pris. Før havde vi problemer med at sælge kaffen til en 20’er, men Fairtrade 

mærket gjorde at vi sagtens kan sælge dem til en 20’er. Jeg tror at kunderne tror at en meget højere 

andel af prisen går til bonden som 50%, men det er jo helt til grin hvor lidt der rent faktisk går til 

bonden. Vi synes ikke at Fairtrade er et specielt godt system, hvis man skal tænke på bonden og 

kaffe kvalitet, men vi blev fandme nødt til at gøre et eller andet for at komme på markedet.  
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Interviewer: 

Så du føler du at i blev nødt til at have Fairtrade mærket for at komme ind på markedet? 

Respondent: 

Ja, det er jo sjovere at sælge sit produkt en ikke at sælge det  

Interviewer: 

Var det et krav fra butikkerne eller kunderne? 

Respondent: 

Jeg vil sige at det var en forventning fra begge parter. Butikkerne er jo klar over hvilken værdi 

Fairtrade har og vil jo gerne opfylde kundernes behov, og der er jo interesseret i at deres varer 

bliver omsat.  

Interviewer: 

Udover at i er kommet på markedet, hvad har Fairtarde mærket gjort for jer?  

Respondent: 

Fairtrade har jo helt klart givet os salg, men ikke et bedre omdømme. Vi har dog heller ikke gjort 

det store for at markedsføre os på Fairtrade ideologien.  

Interviewer: 

Hvad er din personlige holdning til Fairtrade? 

Respondent: 

Jeg synes at Fairtrade er en fin lille tankegang som er god og fornuftig, men når folk stoler blindt på 

koncepter og initiativer, og stoler blindt på alt ting, så er det farligt at markedsføre sig selv på det. 

Ideen er jo pisse god, men det er kneppet synd og sammen af butikkerne, fordi forbrugeren blev 

bombarderet med kampagner med folk der havde det skidt, så hvis man ikke lige gider at spytte 

penge i den hjemløses dåse, så kan man lige få lidt god samvittighed ved at købe noget Fairtrade 

kaffe. 

Interviewer: 

Er Fairtrade blevet en industri standard? 

Respondent: 

Nej det er det ikke. Det er ikke et velset system i henhold til kvalitets kaffe, set fra kaffe risteres 



 98 

syn. Men det gør det nemmere at komme ind på markedet, trist men sandt.  

Man kan sige at Fairtrade har toppet, i kaffe verden har man været træt af at Fairtade  da det ikke 

har en kvalitet kaffe ristere kan stå inde for.  

Interviewer: 

Men hvad med de store selskaber, som ikke behøver at komme ind på kaffe markedet? 

Respondent: 

Ja de bruger det jo rent kommercielt. Der bliver jo produceret tonsvis af Fairtrade kaffe så de kunne 

i princippet sælge alt deres kaffe som Fairtrade, men hvis de kan sælge både certificeret og ikke 

certificeret kaffe kan de være til stede på forskellige markeder. Hvis man sælger begge dele giver 

det også kunderne en mulighed for at have noget at sammenligne med. Kunderne tror jo desværre at 

forskellen på prisen på almindelig kaffe og Fairtrade kaffe er den del der går til bønderne.  

Man kan også sige at kaffe ristere kan finpudse deres image og tilfredsstille forskellige kunde 

grupper.  

Interviewer:  

Du snakkede om at Fairtrade har ”toppet”, hvad tror du bliver det nye indenfor certifikater og 

hvorfor? 

Respondent: 

Rain Forrest Alliance er det nye ”Fairtrade” om man så kan sige. Amerikanerne er vilde med Rain 

Forest Alliance i forhold til Fairtrade. Men det er jo også en certificering der bliver brugt at kaffe 

ristere for at komme ind på et nyt market. For eksempel, så er Gevalia jo lige begyndt at brande sig 

selv på at være Rain Forest Alliance certificeret, som er en af deres strategier for at komme ind på 

det Amerikanske marked. Man kan lidt sige at certificering er at gå over hvor gærdet er lavest.  

Interviewer: 

Hvorfor mener du at kaffe ristere bruger Fairtrade certificeringen? 

Respondent: 

Ja, de sælger jo tonsvis af kaffe, så jeg er ret sikker på at de gør det for at få højere marked share. 

Interviewer: 

Bruger kaffe ristere Fairtrade certificeringen til at ”fair vaske” deres brand? 
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Respondent: 

Ja jo det kan man godt sige, jeg tror mere det handler om at kunne tilbyde sine kunder en masse 

forskellige varianter af kaffe. Der bliver jo udbudt nok Fairtrade kaffe til at de kunne sælge alt deres 

kaffe som Fairtrade, men da Fairtrade ikke er god kvalitets kaffe, så bliver de også nødt til at sælge 

almindelig kaffe. Og udover det, så er der også en lille bagtanke med at Fairtrade kaffe sagtens kan 

stige, det kan kunderne tolerere og forstå, også kan man langsomt også hæve prisen på den 

almindelig kaffe. Så ligger kunderne ikke ligeså meget mærke til det, da den almindelige kaffe 

stadig er billigere. Det er lidt sjov at man prøver kunstigt at holde mængden at Fairtrade kaffe nede, 

så det bliver mere eksklusivt . Men hvis alt kaffe var Fairtrade kaffe, ville man jo ikke kunne tage 

mere for det. 

Interviewer: 

Fairtrade har prøvet at korte kaffe supply chainen, hvordan har det påvirket både bønder og kaffe 

ristere? 

 

Respondent: 

Mange bilder sig ind Fairtrade er direct trade, men det er det overhovedet ikke. De har fjernet 

de lokale led, men Fairtrade kaffen skal stadig igennem en del led, som så alle sammen 

opkræver et højere beløb fordi Fairtrade bliver anset som en specialitets kaffe. Man skylder 

skylden på at det er bønderne der får nogle ekstra penge, men den ekstra del kaffen koster i 

supermarkedet går mere til alle delene i supply chainen. Det er faktisk ikke helt fair, især når 

man tænker på at Fairtrade gerne vil anses for speciel kaffe, så de har ikke den store interesse 

for at udvide deres market shares. 

 

Interviewer: 

Er der noget godt ved Fairtrade? 

 

Respondent: 

Jeg synes det er fint at situationen i ulandene er blevet synligt gjort, men Fairtrade er løbet løbsk og 

derfor aldrig er blevet større. Kaffe ristere ved godt at systemet ikke helt fungerer, så de gider ikke 

helt at forpligte sig til ideologien.  
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Appendix 7: Summary of presentation by Jonas Giersing, Director of Fairtrade 

Mærket Danmark 
On the 21

st
 of February 2012 Jonas Giersing, held a class presentation at CBS for the class - 

Corporate Social Responsibility: Challenge and Opportunity for Business Leaders. 

I had the opportunity to ask Giersing questions before, during and after the presentation. This part 

will summarize the key points relevant from his presentation as well as his answers to my questions. 

Jonas Giersings presentation: 

Fairtrade’s vision is a world in which all producers can enjoy secure and sustainable livelihoods, 

fulfil their potential and decide on their future. Our mission is to connect disadvantaged producers 

with consumers, promote fairer trading conditions and empower producers to combat poverty, 

strengthen their position and take more control over their lives. 

FLO is the standards setter, FLO-cert (set up by FLO) do all the certification and inspect farmers 

and importers. Fairtrade mærket they license Danish companies, promote Fairtrade and Fairtrade 

labelled products in Denmark.  

Giersing explained that Fairtrade revolves around the Fairtrade minimum price and the Fairtrade 

premium. The Fairtrade minimum price is a minimum price ensured for farmers, so they won’t be 

harmed when the world prices drop. The minimum price is active as long as the normal price (world 

market price) is lower. Whenever the market price is higher than the minimum price, the fairtrade 

minimum price is the same as the world market price. This means that the last couple of years the 

Fairtrade price for coffee and cocoa has been irrelevant.  

The Fairtrade premium is a cash payment to the cooperative, paid by the buyer, so the money 

doesn’t go through Fairtrade organization. The cooperatives democratically vote on what the 

premium should be used for, and in more than 50% of the time it is used for improving production, 

the rest is used for investing in the local community, health and education. Giersing stressed the fact 

that Fairtrade audits that the cooperatives are being paid the premiumt from buyers, but did point 

out that corruption still can happen. Furthermore, they audit that the buyers pay the minimum price 

to the cooperative, but also pointed out, when asked, that they do not have the resources to audit 

that the cooperatives pay the minimum price to the farmers. Giersing stated that workers are free to 

join a union, Fairtrade works with workers who has joined a union and also with the workers who 

haven’t joined a union. 
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Giersing was asked if the Fairtrade minimum price and premium actually does help all the certified 

farmers when the supply doesn’t match demans, he answered that the individual farmer will always 

have to make a cost/ benefit analysis for him to decide whether Fairtrade will help him. 

Jonas Giersing was asked about the limitations Fairtrade faces and acknowledged that Fairtrade 

doesn’t mean that the entire system is now perfect. He argued that it is a small improvement to the 

correct the imbalance in the trading system. 

Giersing stated that that Fairtrade did not mean bad quality, but when asked if there was any quality 

insurance he argued that there wasn’t but that 50% of the premium goes to production optimization 

etc. which can lead to better quality of coffee. 

He was further asked about the requirements for becoming Fairtrade certified and if they didn’t in 

fact exclude the poorest farmers, to which he argued that it did, but that they worldwide have 55 

men in the field who are willing to help poor farmers organize themselves.  

Giersing finished up by stating that it was Fairtrade’s dream to one day be unnecessary and that the 

conventional market can pay the small-scale farmers a price, which can enhance their livelihoods.  


