
WHAT IS FAIRTRADE? A major 
issue for developing countries 
is that a large amount of their 
trade is based on growing and 
selling food crops – sometimes 
known as ‘cash crops’. A great 
deal of the food that you buy 
in the supermarket comes 
from developing countries. 
The problem is that global 
food prices are often very 
low compared with those for 
other exports. Growing and 
processing food crops requires 
large numbers of people to do 
the work, yet because labour is 
cheap in developing countries, 
these farmers often earn very 
little money and work in squalid 
conditions. The international 
companies that buy the food 
from farmers and sell it to us in 
the western world take most of 
the profit – only a tiny fraction 
of the money made is paid to the 
farmers who grow the food.

Fairtrade is an international 
movement which has tried to 
fix this problem by ensuring 
that workers and farmers in 
developing countries get a fair 
price for what they make. The 
Fairtrade movement involves 
a number of international 
organisations that connect 
workers and farmers in 
developing countries with 
the businesses that sell their 
products. The main Fairtrade 
organisation in the UK is called 
the Fairtrade Foundation – you 
may have seen the Fairtrade logo 
on foods in the supermarket. 
Crops like coffee, sugar and 
bananas are particularly 
associated with Fairtrade, but 
many other products can be 
Fairtrade, such as cotton clothing 
and sports balls.

The main objectives of Fairtrade 
organisations are:

•	 to	protect	fair	prices	for	farmers	in	
developing countries

•	 to	make	sure	these	farmers	are	
well treated and work in decent 
conditions

•	 to	encourage	sustainable	farming	
practices

•	 to	promote	trade	that	is	fair	and	
beneficial to the economies of 
developing countries.

This unit explores the issues 
around Fairtrade and looks in 
depth at two specific case studies, 
one in Nicaragua and the other 
in the Dominican Republic

How does Fairtrade work?
Fairtrade organisations work 
by making agreements with 
producer groups. A producer 
group is an association of 
farmers, or a company that 
hires them. In order to become 
certified as Fairtrade, a producer 
group has to meet requirements 
that the farmers working for 
them have reasonable working 
conditions and receive a 

decent pay for their labour. 
Agreements are also made with 
the companies that sell the 
products, such as supermarkets. 
Sellers have to agree to sell 
their goods at a minimum price, 
to make sure that the goods 
are making enough money to 
pay the producers and farmers 
adequately.

In addition to this, Fairtrade 
goods are often sold with a 
premium, meaning that an extra 
amount is added to the price. 
The extra money from this 
premium is used by producers 
to benefit their farmers directly 
by investing it in local social and 
environmental projects, such as 
improving housing or organic 
farming methods. In addition to 
the direct benefits, this practice 
has been observed to create 
what Fairtrade supporters call a 
‘honeypot effect’, where charities 
and governments are attracted to 
investing in areas with Fairtrade 
farming groups because they 
are already investing in that 
community. Fairtrade is also seen 
by shoppers in developed nations 
as ethically a good thing, helping 
people less fortunate than 
themselves.

Series 24 Summer issue Unit 501 How Fair is Fairtrade? © 2013 Nelson Thornes GeoActive Online
This page may be photocopied for use within the purchasing institution only.                     Page 1 of 4 

by Callum Rae How Fair is Fairtrade?

GeoActive
        Online
GeoActive
        Online

501

Figure 1: Goods with the Fairtrade 
logo
© Marcus Lyons

•	 Sales	of	Fairtrade	goods	in	the	
UK	rose	from	a	value	of	£50	
million	in	2001	to	£1.3	billion	in	
2011.

•	 The	Fairtrade	Foundation	has	
certified	over	3,000	products	in	
the	UK.

•	 Approximately	20%	of	coffee	and	
20%	of	bananas	sold	in	the	UK	
are	now	Fairtrade.

•	 Over	500	towns	and	4,000	
schools	in	Britain	have	made	a	
public	commitment	to	supporting	
Fairtrade	organisations.

Figure 2: Popularity of Fairtrade in the 
UK



Case Studies

Prodecoop in Nicaragua: a 
Fairtrade success story

Nicaragua’s economy principally 
relies on the export of cash 
crops, in particular coffee. The 
climate here is ideal for growing 
coffee, and more land in the 
country is devoted to coffee 
production than any other 
crop. However, the majority of 
coffee-growers in Nicaragua are 
small-scale farmers who lack 
the resources to sell their coffee 
beyond their local area. Because 
of this many farmers pool their 
resources to create farming 
cooperatives, community-based 
organisations which can support 
the farmers and help them to 
access national and international 
markets.

Based in the Segovia region of 
northern Nicaragua, Prodecoop 
is a large coffee farming 
cooperative. Established in 
1993, Prodecoop was the 
first cooperative in Nicaragua 
to operate as a Fairtrade 
organisation. It was founded on 
the ideal of members helping 
each other to find new means 
of sustainable production, 
and to promote their coffee 
in the global market. Over 
the last two decades it has 
grown considerably and now 
has a membership of 2,300 
smallholder coffee farmers, 

30% of which are women. A 
Prodecoop farmer typically farms 
an area of 0.5 to 5 hectares.

Prodecoop sells its coffee to 
Fairtrade-certified companies 
in Europe and the USA, and 
is looking to expand into the 
Japanese market. Half of all the 
coffee it produces is organic. 
The larger part of the money 
the cooperative generates comes 
back to its members. A portion 
is used to buy equipment and 
invest in facilities such as dry-
mills and warehouses.

Prodecoop uses the money it 
gains from Fairtrade premiums 
to invest in social programmes, 
including:

•	 construction	of	schools	and	
healthcare centre

•	 a	scholarship	programme	allowing	
dozens of farmers’ children to 
attend primary and secondary 
school

•	 books	and	backpacks	for	over	
2,000 schoolchildren

•	 fundraising	events	such	as	raffles	
to raise money for hospital care for 
community members

•	 a	female	participation	programme	
focused on supporting female 
farmers – Prodecoop now counts 
over 500 women amongst its 
farmers

•	 the	creation	of	a	common	fund	for	
building and improving the homes 
of farmers and their families

•	 training	a	team	of	technical	
assistants who can teach Prodecoop 
farmers useful new skills

•	 developing	long-term	farming	
strategies for the region.

Prodecoop has also used the 
money gained from Fairtrade 
marketing to create a shade-
grown coffee programme. 
Traditionally, all coffee in Latin 
America was grown under 
trees in the shade, but the 
shift to plantations and large-
scale farming have led to mass 
deforestation and farming in 
open fields. Prodecoop has 
encouraged its farmers to 
return to shade-growing, as 

this helps soil conservation, 
reduces pollution of streams and 
groundwater, and helps preserve 
local wildlife.

Questioning the effectiveness of 
Fairtrade
Stories like that of Prodecoop 
make Fairtrade seem very 
positive. However, the Fairtrade 
models have often been 
criticised for not doing enough 
to help farmers and workers 
in developing countries. The 
issue is to do with how much 
money actually gets back to 
the farmers who grow the 
product. As explained, because 
of the premium placed on them, 
Fairtrade goods usually cost 
more than non-Fairtrade versions 
of the same products. Shoppers 
are normally willing to pay a 
higher price as they believe that 
the extra money they spend 
will help people in developing 
countries. However, the amount 
of this money a farmer receives 
may only be a tiny fraction of 
the original price. For example, 
a study of Fairtrade coffee in 
the USA found that despite 
Fairtrade coffee costing $5 more 
per pound than regular coffee, 
sometimes as little 10 cents 
(2%) of that $5 would reach 
the original producer. Similarly 
a BBC report in 2007 noted 
that Fairtrade coffee farmers in 
Peru were paid an average of 10 
soles a day (roughly equivalent 
to US$3). While this was higher 
than the 8 soles per day most 
local farmers received, the 
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Figure 3: Nicaragua, showing the 
Segovia region

‘With	Fairtrade	income	we	have	
made	improvements	to	our	

community.	Before,	we	slept	on	
the	ground	and	did	not	have	basic	
amenities.	Now	some	of	us	have	
floors,	some	furniture,	sanitary	
services,	and	drinkable	water.	If	
we	sold	all	of	our	production	at	

Fairtrade	prices	our	dreams	would	
come	true.’

Alexa	Marin	Colindres,	
PRODECOOP	member

Figure 4: How Fairtrade has helped 
one individual
www.greenamerica.org
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difference was small. This has 
led some people to argue that 
Fairtrade helps the businesses 
selling the goods far more than 
the farmers themselves – which is 
the opposite of what Fairtrade is 
supposed to do.

The Fairtrade Foundation 
is unable to monitor all 
the payments in the system 
from Western retailers to the 
producing farmers, so it is 
difficult to measure the benefits 
of the Fairtrade premium 
accurately. It is only through 
independent research such as 
the examples above that we can 
see the potential problems with 
the system. We can also consider 
the worrying implications of 
anecdotal evidence, such as 
accounts of Fairtrade banana 
plantations in the Dominican 
Republic.

Banana farming in the 
Dominican Republic

The Dominican Republic is the 
largest supplier of bananas to 
Britain, exporting more than half 
of the country’s entire banana 
crop to British supermarkets 
each year. A quarter of all 
bananas grown in the Dominican 
Republic are certified as 
Fairtrade. However, a report in 
The Guardian newspaper in May 
2012 showed that many banana 
plantations in the country relied 
upon the labour of illegal Haitian 
immigrants who were paid very 
little and were forced to live 
in slum-like conditions. These 
included plantations involved in 
Fairtrade cooperatives.

Investigation into a number 
of banana plantations in the 

Valverde district showed that 
thousands of Haitian workers 
lived in communities of 
corrugated iron huts, with no 
access to electricity, running 
water or toilets. Their salary 
from working on Fairtrade 
banana plantations was 
around 250 to 300 pesos a 
day (equivalent to roughly £4) 
which in local terms is only 
enough to afford one meal a 
day. While this is the same pay 
as many Dominican workers 
receive, the Dominicans are far 
more likely to receive fixed-term 
employment and promotions 
than their Haitian counterparts.

The vast majority of these 
Haitians were illegal immigrants, 
which meant that they were 
not able to receive any kind of 
social security or other financial 
assistance, even though some 
of them have been living in 
the country for over ten years. 
Obtaining a passport would 
require hundreds of US dollars, 
which very few of them would 
ever be able to afford. The 
Fairtrade Foundation argues 
that some of the money from 
Fairtrade premiums is used to 
try to obtain passports and visas 
for migrant workers, but local 
reports indicate that these efforts 
only help a few of the vast 
number of migrant workers who 
are propping up the Dominican 
Republic’s banana industry.

Does Fairtrade go far 
enough?
Measuring the success of 
Fairtrade schemes is difficult 
because there are so many 
different Fairtrade initiatives, 
and data and reports exist 
for only a fraction of them. 
However, examples like the 
projects in Nicaragua and the 
Dominican Republic described 
above highlight some of the best 
and the worst trends of Fairtrade 
initiatives. Fairtrade can 
definitely be said to be successful 
in that it provides a better 
deal for farmers in developing 
countries than they were 

previously receiving, but how far 
it actually improves the lives of 
farmers is a difficult question to 
answer. In the case of Prodecoop, 
the fact that farmers do not 
receive much extra pay seems to 
be offset by the added investment 
in the housing, education and 
healthcare facilities created for 
their coffee farmers. However, 
in the case of the Dominican 
Republic the same cannot be 
said to be true. Without a single 
standard for Fairtrade practices, 
the answer to the question ‘How 
fair is Fairtrade?’ is simply that 
it depends very much on the 
people and companies involved.
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Figure 5: Dominican Republic and the 
Valverde district



1  Devise your own definition of 
fair trade. Why are shoppers in 
the UK prepared to pay more for 
Fairtrade products?

2  Explain the meaning of the 
following terms:
•	 Fairtrade	premium

•	 the	‘honeypot	effect’

•	 farming	cooperatives.

3  Use a detailed atlas or 
search engine to discover more 
details on the case study areas 
of Segovia (Nicaragua) and 
Valverde (Dominican Republic).

4  Figure 6 shows shade-grown 
coffee plants. This means that 
the coffee bushes are grown 
under the cover of a tree canopy.
(a) What do you think are the 
key characteristics of the plants 
and the environment in which 
they grow?
(b) Divide the class into working 
partners for a ‘write/pair/share’ 
exercise on the benefits of shade-
grown coffee. Each student notes 
down his/her own ideas first, 
then discusses with their partner. 
Finally, the partnership presents 
its agreed ideas to a wider group.

5  Figure 7 shows bananas 
growing in the Valverde region.
(a) Describe the landscape to 
each other in your working 
pairs.
(b) Draw a sketch from the 
photo and annotate it with your 
joint ideas.

6  In groups, research a 
supermarket chain you are 
familiar with, either by visiting a 
local store or using information 
from the internet. Compile a list 
of the Fairtrade products they 
sell and which countries they 
come from. Compare the price 
with non-Fairtrade products. Use 
your list to create a map of the 
world displaying where Fairtrade 
goods in the UK originate from.

7  ‘Buying Fairtrade products is 
a good idea because it improves 
the livelihoods of people in 
developing countries.’ Write a 
short essay explaining whether 
you agree or disagree with this 
statement, and why.
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Activities

Figure 6: Shade-grown coffee plants
Source: Flikr/bernipics 12

Figure 7: Bananas growing in Valverde, Dominican Republic
Source: Flikr/Justin Knabb


