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1.1 Introduction

Since the Brundtland Commission coined the term 
‘sustainable development’ in its report Our Com-
mon Future (Brundtland Commission, 1987), this 
approach has increasingly gained global prom-
inence. The concept relating to agriculture and 
rural development has been at the heart of  many 
discussions among supporters and sceptics of  
sustainability. In this context, eco-friendly and 
ethical aspects of  production like organic agri-
culture and fair trade have been discussed. Also 
global awareness concerning economic develop-
ment, social equity and environmental protec-
tion has grown considerably.

In international agricultural debates, certifi-
cation systems like Fair Trade and organic farm-
ing are considered as serving niche markets. 
Fair Trade certification is used as a unique sell-
ing proposition in markets like coffee, banana, 
cocoa, mango and traditional handicrafts. Or-
ganic certification is more centred on high-value 
markets like cotton, tea, coffee and spices. In re-
cent years, organic fruit and vegetables have also 
captured consumer interest in the developed na-
tions. Though extensive agricultural debates on 
these subjects are lacking, both these certifica-
tion systems provide a possibility for agriculture 

to diversify into non-traditional methods of  pro-
duction and agricultural marketing.

The idea of  Fair Trade has its roots in world 
trade. Nevertheless, it has opened new agricul-
tural market prospects. The inherent strength 
and advantage of  a Fair Trade certification for 
agricultural produce are in providing a rural, 
poor and remote smallholder farmer with access 
to global markets. Fair Trade has the potential to 
provide development opportunities and better 
living conditions for poor farmers in developing 
countries.

Organic agriculture, on the other hand, is a 
technical innovation that is believed to be envir-
onmentally friendly and ecologically sustainable. 
However, it is viewed as an infeasible strategy for 
global agriculture, due to food security aspects. 
The arguments against organic agriculture in 
meeting global food supply demands are predom-
inantly concerned with low yields (Rigby and 
Cáceres, 2001). Nevertheless, organic produce 
has a niche market in the developed world for its 
food safety and quality.

The global market for both these innov-
ations has grown rapidly, especially over the past 
decade. However, the share of  these products at 
retail level remains small, though many studies 
have documented willingness to pay for organic 
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and Fair Trade products. The global sales of  Fair 
Trade goods were €7.3 billion in 2015 (Willer 
and Lernoud, 2016). The global market size of  
organic produce has increased threefold in the 
past 10 years and was valued at €75.7 billion in 
2015 (Willer and Lernoud, 2016). Though these 
products are assumed to appeal to ethically and 
environmentally conscious consumers, who are 
considered a minority, these sales figures indicate 
that their number has been increasing in recent 
years. The expanding markets and growing sales 
indicate sustained and increasing consumer de-
mand for these certified commodities. Thus there 
is merit in assessing whether it is technically and 
economically feasible to meet these growing con-
sumer demands in relation to standards of  food 
safety, quality and ethics, especially concerning 
smallholders and marginal producers. Perhaps it 
is time to study these certification systems as 
emerging areas of  agricultural research.

Both these certification systems critique con-
ventional agriculture and seek to create an eco- 
friendly agronomy and smallholder producer 
development (Raynolds, 2000). While Fair Trade 
as a movement was implemented from develop-
ing countries, organic agriculture evolved in the 
developed nations. Each certification system 
caters to different aspects of  agriculture: organic 
is production specific; whereas Fair Trade relates 
to marketing of  farm produce.

The literature deliberates on organic farming 
and Fair Trade regimes. Some prominent examples 
include Browne et al. (2000), Rice (2001), Rayn-
olds (2004), Calo and Wise (2005) and Bacon 
(2008). Though combining these innovations 
helps to reduce farmers’ livelihood vulnerability 
(Bacon, 2005), it is also contended that such cer-
tification systems alone do not provide clear ad-
vantages to smallholder farmers (Valkila, 2009). 
So far, research has treated the two systems separ-
ately and little is known about whether adopting 
both systems in combination might be more bene-
ficial for small-scale farmers in developing coun-
tries. Also it needs to be explored whether con-
sumers are willing to pay more for a product that 
is both organic and Fair Trade certified.

The question remains: can adopting both 
these certification systems together contribute 
to the agricultural and socio-economic develop-
ment of  smallholder producers in developing 
countries? This book contributes to the debate 
and fills the gap in the literature by pursuing a 

twofold aim: (i) to assess the welfare impacts of  ei-
ther system or of  both systems in combination on 
smallholders in developing countries; and (ii) to 
examine the willingness of  consumers in the de-
veloped world to pay for such certified produce.

1.2 Certification Bodies

Organic agriculture and Fair Trade systems are 
governed by two separate certification bodies. 
While the International Federation of  Organic 
Agriculture Movements (IFOAM) is the umbrella 
organization for organic agriculture, Fairtrade 
Labelling Organizations International (FLO) sets 
Fair Trade certification standards.

1.2.1 IFOAM

IFOAM has its roots in the international con-
gress on organic agriculture held in Versailles, 
France, on 5 November 1972. The five founding 
members of  IFOAM included: the French farmer 
organization Nature et Progrès; Rodal Press in the 
USA; the Soil Association in the UK; the Soil As-
sociation of  South Africa; and the Swedish Bio-
dynamic Association (Paull, 2010). IFOAM has 
grown rapidly and today it has 800 affiliates 
across more than 100 countries. IFOAM defines 
organic agriculture as follows.

Organic Agriculture is a production system that 
sustains the health of  soils, ecosystems and 
people. It relies on ecological processes, 
biodiversity and cycles adapted to local 
conditions, rather than the use of  inputs with 
adverse effects. Organic Agriculture combines 
tradition, innovation and science to benefit 
the shared environment and promote fair 
relationships and a good quality of  life for all 
involved.

Its standards are primarily based on the fol-
lowing four principles (IFOAM, 2006; Geier, 2007):

• Principle of  health: Organic Agriculture 
should sustain and enhance the health of  
soil, plant, animal, human and planet as 
one and indivisible.

• Principle of  ecology: Organic Agriculture 
should be based on living ecological systems 
and cycles, work with them, emulate them 
and help sustain them.
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• Principle of  fairness: Organic Agricul-
ture should build on relationships that en-
sure fairness with regard to the common 
environment and life opportunities.

• Principle of  care: Organic Agriculture 
should be managed in a precautionary and 
responsible manner to protect the health 
and well-being of  current and future gener-
ations and the environment.

IFOAM launched the International Organic 
Accreditation Service (IOAS) in 1997 to accredit 
third-party certification bodies to provide organic 
certification. It assesses the competence of  these 
organizations to issue organic certification. If  
the accreditation is achieved, then the control 
institution is approved to confer organic certifi-
cation to farmers. It is also agreed that the certi-
fication body will certify farmers based on the 
rules of  IFOAM standards. Broadly, a third- party 
certification body needs to study in detail the pro-
cesses that are allowed and not allowed under 
organic farming principles (including storage) as 
specified by IFOAM. When a farmer applies to a 
third-party certification body for organic certifi-
cation, the steps listed below are broadly followed.

• If  the farmer is converting from conventional 
farming to organic, normally a 3-year conver-
sion period is estimated. Conversion periods 
could be longer, depending on the intensity of  
chemical use on the farmland in the past.

• Farmers have to provide extensive docu-
mentation on farm history, production 
practices and results of  farm soil and water 
analysis.

• A production plan must also be submitted 
that details the source of  seeds, material in-
puts used, harvesting methods employed 
and storage facilities.

• The certifying body then sends their trained 
representative to inspect the farm, exam-
ines the records submitted and submits an 
evaluation report.

• To receive organic certification the farmer has 
to pay the inspection fees and, upon a positive 
evaluation, also the certification fees.

• Furthermore, certified farmers must continue 
to keep day-to-day records of  all farming 
activities and these records need to be avail-
able any time for inspection.

• The certifying body needs to make surprise 
and short-notice inspections and undertake 

specific tests, such as soil analysis, from 
time to time. Costs of  such inspections are 
borne by the farmer.

Apart from implementing private organic 
standards, IFOAM is currently engaged with 
governmental and intergovernmental standard- 
setting processes such as the European Union 
(EU) regulations on organic agriculture. It is also 
engaged with international organizations such 
as the Food and Agriculture Organization of  the 
United Nations (FAO), United Nations Conference 
on Trade and Development (UNCTAD), World 
Trade Organization (WTO), United Nations En-
vironment Program (UNEP), the International 
Labour Organization (ILO) and the Organization 
for Economic Cooperation and Development 
(OECD), among others (Luttikholt, 2007; Paull, 
2010). However, it needs to be noted that ac-
creditation through IFOAM does not equally 
mean compliance with national organic stand-
ards of  all importing countries. It is possible that 
certain countries may ask for additional require-
ments to be complied with before accepting an 
imported product as organic.

IFOAM is now usually known as ‘IFOAM – 
Organics International’.

1.2.2 FLO

The first Fair Trade label, ‘Max Havelaar’, was 
launched in 1988 by Solidaridad, a Dutch devel-
opment agency, to transport Fair Trade coffee from 
Mexico to supermarkets in The Netherlands. 
This initiative was replicated in many countries, 
leading to prominent Fair Trade labels like ‘Trans-
Fair’ and ‘Fair Trade Mark’. The initial Fair Trade 
certifications were restricted to coffee. In 1997 
Fairtrade International was launched in Bonn, 
Germany, to unite all Fair Trade organizations 
under one umbrella. This also enabled the devel-
opment and harmonization of  all global Fair 
Trade certification standards. In 2004 Fairtrade 
International split into FLO and FLO-CERT. FLO 
sets Fairtrade standards and also provides sup-
port to producers. FLO-CERT is the independent 
certifier of  Fairtrade products; it conducts inspec-
tions and awards certification to producer organ-
izations and plantations and it also audits traders.

The size of  an association certified as Fair 
Trade can range from small farmer cooperatives 
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Box 1.1. Fair Trade glossary

The Fair Trade Glossary, published jointly in 2011 by the World Fair Trade Organization, Fairtrade Inter-
national and FLO-CERT, clarifies the difference between ‘Fair Trade’ (sometimes abbreviated to FT) and 
‘Fairtrade’ (no abbreviation) as follows.

Fair Trade

The term Fair Trade defines a trading partnership, based on dialogue, transparency and respect, that seeks 
greater equity in international trade. It contributes to sustainable development by offering better trading condi-
tions to, and securing the rights of, marginalized producers and workers – especially in developing countries.

Fairtrade

Fairtrade refers to all or any part of the activities of FLO eV, FLO-CERT, Fairtrade producer networks, 
national Fairtrade organizations and Fairtrade marketing organizations. Fairtrade is used to denote the 
product certification system operated by Fairtrade International (FLO).

Fairtrade International / Fairtrade Labelling Organizations International eV (FLO)

Fairtrade International (FLO) is a multi-stakeholder, non-profit organization focusing on the empower-
ment of producers and workers in developing countries through trade. FLO provides leadership, tools 
and services needed to connect producers and consumers, promote fairer trading conditions and work 
towards sustainable livelihoods.

Fairtrade Labelling Organizations International eV is the legally registered name for ‘Fairtrade 
International’.

FLO-CERT GmbH (FLO-CERT)

FLO-CERT GmbH is the independent Fairtrade certification body offering Fairtrade certification services 
to clients in more than 70 countries. FLO-CERT, a private limited company, evaluates Fairtrade certifica-
tion applications, verifies compliance with the Fairtrade Standards during audits, and decides whether 
Fairtrade certification can be granted or not. Certificates are issued as proof of successful Fairtrade 
certification, and as authorization to trade Fairtrade products. FLO-CERT holds an ISO65 accreditation 
and follows best practice in all of its certification operations.

World Fair Trade Organization (WFTO)

The World Fair Trade Organization is a global network of Fair Trade organizations and WFTO associates 
representing the supply chain from producer to retailer. WFTO certification includes, for example, handcraft 
producers, not simply agricultural commodities.

to large plantations with hundreds of  workers as 
well as large cooperatives with thousands of  
farmers as members. If  organizations apply for 
Fair Trade certification with FLO-CERT, it per-
forms producer audits by physically visiting and 
interviewing a minimum number of  farmers 
from the applicant organization. This audit will 
last for several days, depending on the size of  the 
applicant as well as the different number of  
products that need Fair Trade certification. The 
auditor’s physical report is then submitted to 
FLO-CERT for approval or to follow up on any 
non-conformity. FLO-CERT evaluates the report 
and awards Fair Trade certification, provided that 
all non-conformities (if  any) are corrected after 

a follow-up visit. Thereafter FLO-CERT physic-
ally visits certified organizations and conducts 
announced audits at least twice in three years, 
as well as carrying out surprise audits. The an-
nual cost of  certification depends on the total 
number of  farmers or workers in the applicant 
organization.

Traders applying to sell Fair Trade certified 
products temporarily receive immediate permis-
sion to sell on receipt of  the application. This 
temporary permission lasts for a maximum of  
6 months, within which time the first Fair Trade 
audit needs to be conducted. The auditor checks 
if  the Fair Trade premium and minimum prices 
are paid in accordance with Fair Trade standards. 
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As with producer audits, traders are also sub-
jected to an announced audit at least twice in 
three years as well as surprise audits.

1.3 Organic Agriculture and  
 Fair Trade: a Comparison

As explained above, organic agriculture and 
Fair Trade have separate certification bodies. 
They differ with respect to scope, consumer mo-
tivation, certification, microfinance institutions 
and price mechanisms, as depicted in Table 1.1 
(Parvathi and Waibel, 2013).

Organic agriculture is concerned with farm 
production processes, whereas Fair Trade mainly 
focuses on marketing agricultural and other 
products (e.g. traditional handicrafts) that also 
meet certain social standards. Fair Trade stand-
ards differentiate between smallholder and plan-
tation producers. Smallholders are mostly required 
to organize themselves into cooperatives or pro-
ducer organizations to apply for Fair Trade certi-
fication. Large plantations can directly apply for 
Fair Trade certification provided that they meet 
the required Fair Trade standards for hired labour. 
On the contrary, organic farming is scale neutral; 
individual farmers need to apply independently 
to get their land certified as organic.

In developing countries, producers under 
Fair Trade can get up to 60% advance credit from 
their buyers if  requested, as noted by Dragusanu 
et al. (2014), enabling them to avoid falling into 
debt traps to meet rising input costs for materials. 
However, Fair Trade goes against free market 
price mechanisms and defines two sets of  prices. 
It sets a minimum price, which is expected at 
least to cover the cost of  production, as well as 
a price premium. The cooperative or producer 

organization that sells under a Fair Trade scheme 
can sell its produce at the market price, or at the 
minimum set Fair Trade price if  it is higher than 
the market price. This protects the smallholders 
from market price shocks. The price premium 
from Fair Trade is expected to be invested by the 
cooperative in social and rural development ini-
tiatives such as improving infrastructure, water 
systems, building schools and maintaining em-
powerment programmes for women. Fair Trade 
also helps the cooperative to establish long-term 
relationships with the buyers of  its produce and to 
benefit from the presence of  an assured buyer from 
whom it could also receive advance payments 
when required. Certified organic produce can be 
sold at premium prices above the market prices of  
its counterpart conventional produce. Many stud-
ies have argued that this premium pricing of  or-
ganic products is essential to counter the low yields 
that are generally associated with eco-friendly 
farming systems (e.g. Tzouvelekas et  al., 2001; 
Lansink et al., 2002; Kumbhakar et al., 2009).

The niche markets for organic and Fair Trade, 
especially in the developed world, have witnessed 
continued growth. Consumers in the developed 
world prefer organic to conventional produce due 
to its food safety, quality and eco-friendly pro-
duction aspects. The majority of  Fair Trade and 
organic produce is from the developing contin-
ents of  Asia, Africa and Latin America, as de-
picted in Table 1.2 (Parvathi and Waibel, 2013). 
Fair Trade buyers in industrialized nations are 
driven by ethical and social concerns like poverty 
alleviation. Thereby these systems also capture 
the interdependence between the developed and 
the developing nations in promoting eco-friendly 
and sustainable development. Moreover, both 
these certification systems provide a possibility 
for agriculture to diversify into non-traditional 
methods of  production and agricultural marketing.

Table 1.1. Organic and fair trade comparison (modified from Parvathi and Waibel, 2013).

Criteria Organic Fair Trade

Scope of standard Production and product-focused Marketing and labour conditions at work
Target group Small- and large-scale farmers Mostly small-scale farmers; can be extended 

to large-scale farmers if they meet 
additional labour conditions

Consumer motivation Environment and health Poverty reduction
Microfinance institutions No specific credit programmes Possibility of advance payments
Price Market price Market price or floor price, whichever is higher
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In recent years, the markets for products 
that are both organic and Fair Trade have increased 
and continue to grow rapidly. This raises ques-
tions about whether it would benefit smallholder 
producers in developing countries to adopt these 
two systems in combination, whereby they could 
ensure that their products are both ethically 
friendly and environmentally viable. However, 
this would mean entering into double certifica-
tion schemes governed by two distinct and separate 
institutions. Although Fair Trade schemes do 
have certain sustainability standards, they are 
not as extensive as those for organic farming. 
Hence, smallholders who are already under Fair 
Trade schemes need to adjust and modify their 
production systems to meet organic standards. 
This raises the need to explore the possible col-
laboration of  different organizations and players 
involved in organic farming and Fair Trade certi-
fication systems. Hence, this book explores the 
need and the extent to which such integration 
could be feasible.

1.4 Organization of the Book

Chapter 2 presents a glance at the organic and 
Fair Trade markets worldwide; and Chapter 3 
discusses the supply trends globally as well as in 
the developing continents of  Africa, Asia and 
Latin America. The history of  producer organ-
izations in Fair Trade systems is presented in de-
tail in Chapter 4. Chapter 5 elaborates a meth-
odological toolbox on fundamental approaches 
to analysing organic and Fair Trade systems. 

These include welfare analysis, market studies 
and social analysis.

Chapters 6–9 discuss consumer case stud-
ies from the developed nations of  Europe and the 
USA. Chapter 6 discusses the setting of  stand-
ards and certification in organic and Fair Trade 
systems as well as their communication to both 
producers and consumers. Chapters 7, 8 and 9 
investigate the demand side for such certified 
produce in the developed nations based on country 
studies in Germany and the USA. These chapters 
explore consumer preferences for organic and 
Fair Trade produce as well as willingness to pay, 
especially for joint organic and Fair Trade com-
modities in developed nations.

Producer case studies, especially small-
holder producers from Africa, Asia and Latin 
America, are discussed in Chapters 10–15. They 
are based on empirical evidence and the lessons 
that can be learnt for successful implementation 
of  these innovations at the producer level. The 
chapters explore the extent to which these sys-
tems are successful in poverty alleviation and 
providing sustainable livelihoods for smallholder 
producers in developing countries.

The book concludes with Chapter 16 on the 
way forward, based on the empirical findings of  
the different case studies discussed. It raises per-
tinent questions that remain to be addressed in 
Fair Trade and organic literature. It assesses the 
potential merits and shortcomings of  joint or-
ganic and Fair Trade certification at the con-
sumer and producer level. It further examines 
the potential integration of  different institutions 
and players involved in organic and Fair Trade 
systems.
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