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Responding to Commentary? Changesin the Regulations of the Fairtrade
L abelling Organizations I nternational (on defining small farmersand
development practice)

Alastair Smith

As anyone familiar with the Fair Trade will be awarthe Fairtrade Labelling
Organizations International (FLO) has become andwjiforce in the movement since
its establishment in 1997. While the very term tfFade’ has become widespread,
more than half of the goods (by volume) produced @&maded under Fair Trade
governance are now certified by the FLO. As Marfeistine Renard (2005) has
suggested, such an institutionalisation of thegypies of Fair Trade have granted the
FLO considerable power in controlling who has asdesair Trade markets. Indeed,
the size and influence of FLO has bestowed coralderinfluence in defining what
conditions of production and trade should, and khaoot be classified as Fair Trade.
For example, commentators have showed criticakestein the specification of a
‘fair’ price; the extent to which producers are jgagb to environmental requirements
(Moberg 2005); and the responsibilities, or perhapsre pertinently, lack of
responsibilities placed upon retailers benefitirgnf Fair Trade sales (Smith 2008b).
However, more critical commentary has covered &)whay that the FLO defines a
small farmer and thus regulates who is eligible @artification and 2) how
‘Developmental’ Fair Trade governance might be.isTirief analysis paper explores
these two latter issues in relation to changesLi® Btandards applicable to Small
Farmers’ Organizations. The conclusion is that cemators would do well to
continue their critical analysis of the FLO syst@énter alia in the way that the voices
of producers are incorporated into the decisioningakrocess), particularly as the
regulatory body has demonstrated itself more thdlng/ to incorporate issues of

concern in the revision of its operation.

The Definition of Small Farmers

Given the importance of FLO certification in defigithe parameters of Fair Trade, it
is logical that commentators have sought to engadieally with this system of

governance. One particular point which has drawandbn has been the way in
which FLO standards define the category of a ‘SrRatiducer’; congruence with



which is obviously key for producer organisationshing to obtain certification.
Here, some of the most intense criticism has atidk_O certification by alleging
that ‘Fairtrade not only disregards the poorese[tluthe costs and barrier to entry], it
makes their condition worse by requiring that éedi farms do not hire permanent
full-time employees’ (Sidwell 2008, p. 15). Thesdertainly an important issue as the
theme of definition has remained at a key complafntritics in more recent times
(Chambers 2009; Henderson 2008).

As has been pointed out elsewhere (Smith 2008a21p. Smith 2009a), these
arguments have often been categorically incorrékis is because while the FLO
have discursively categorised small farmers as'staicturally dependent on hired
labour’, the technical operationalisation of thisncept allows Small Farmers’

Organisations to source up to 49% of output frompsiars who are dependent on
hired labour. This is because the exact view ofRh® is that ‘Of every Fairtrade-

certified product sold by the [cooperative] orgatian, [only] more than 50% of the

volume must be produced by small producers [orahms reliant on paid workers]’

(FLO 2007, p. 5). There is of course also the opta organisations producing some
goods to be certified under the Standards for Hirsgabur (FLO 2009c).

Having said this, others more interested in the wey the Fair Trade movement
attempts to replace information about the cond#tiohproduction — excluded through
conventional commercial interactions — have hanhdir ground from which to ask
guestions. For example, after spending time withFa® Fairtrade certified coffee
cooperative in Cost Rica, Luetchford (2008) questithe accuracy of a brand built
around the image of the small family farmer. Spealily, it is noted that although
small farmers are defined by the FLO as ‘not stmattdependent on wage labour’,
the nature of coffee farming means that families aery much dependent on
additional labour during harvesting. For this readauetchford (2008, p. 146)
suggests that ‘an unintentional outcome [of Faietds to mystify the conditions of
production in economies such as coffee that fretipeombine family and wage

labour’.



While analysis of advertising and branding fallydred the scope of this artié|eit
appears that FLO have been alive to the disconigasudentified between the realities
of producer life and the standards required fotifteation. For example, in the first
new set of Generic Standard of 2009, FLO revisediéfinition of a Small Producer
and for the first time presented two possible aatieg: one being applied to product
categories that Lare not (highly) labour dependentand 2)are (highly) labour
dependerit(FLO 2009a, p. 4). In the case of products fallimgler the first category,
small farmers are understood to be ‘those thatnatestructurally dependent on
permanenthired labour and that are managing their farm igamth their own and
their family’s labour’ (FLO 2009a, p. 4). This repking seems to acknowledge the
fact that while coffee production might not be stuwally dependent on permanent
wage labour, seasonal tasks might require additgugport. In the second category it
is explicitly acknowledged that farmers have théapto hire non-family labour so
long as, ‘The number gfermanenthired workers does not exceed a specific factor
per hectare per crop, as defined by the certibcabody in its compliance criteria’
(FLO 20094, p. 4).

Perhaps in recognition of the contradiction thuseabto the idea that Small Farmers
are ‘not structurally dependent on hired labourfugher revision in August 2009
(FLO 2009b) amended the definition to imply th#be' producer’s labour and that of
their family members constitutes sagnificant proportionof the total agricultural
labour undertaken on their farnFurthermore, this new definition implies, although
does not specifically describe, the reality thakragricultural producers will most
likely need to manage risk by holding a diversifigdrtfolio of income activities
(Ellis 2000). Indeed, while Luetchford (2008) obs=y that coffee farmers
participation in dairy and beef farming is littleflected in accounts supplied to
consumers, such livelihood patterns are well resaghin the requirement that
‘Revenues from the producer’s agricultural actestishould] constitute the major

part [and thus not all] of their total income’.

! For such analysis see for example, Berland (2008).

2 This product category is applicable to the follogviFairtrade products: cocoa, coffee, herbs and
spices, honey, nuts and oilseeds, quinoa, rice, satton, soybeans and pulses.

% This product category is applicable to the follogvFairtrade products: bananas, cane sugar, dried
fruit, fresh fruit, fresh vegetables, fruit juicésa, and wine grapes.



A ‘Developmental’ Focus?

One of the more sophisticated criticisms of Faiade has been that while such
governance might increase the welfare of (someflywers, it cannot be considered
‘Developmental’ as it discourages producers to g into higher income activities
(Henderson 2008, p. 63; LeClair 2002; Sidwell 2008)e basic reasoning for this
argument is that: as Fairtrade pays a fixed or almarket price, it encourages famers
to remain in problematic sectors instead of divgirsgy into other more profitable and
less volatile livelihood activities. In defence B&ir Trade principles, some have
guestioned this critique for being grounded in plagably abstract economic theory
(Hayes 2008) and not sufficiently related to theacpicalities of livelihood
diversification (Smith 2009b). In responding toticism, Smith argues that while
market prices are relevant, it is of equal if noéajer importance that producers
possess the capacity to respond to price incen{i8esth 2008a; Smith 2009b).
Based on this view, it is argued that FLO govereaoan in fact contribute to the
diversification process by supplying the much neéeafgsets and stability, while at the
same time proactively encouraging diversificati®pecifically it is noted that FLO

governance requires that:

‘The producer organisation shows efforts to alsonmte the marketing of other crops
in the farmer’s rotation pattern in order to desee@&conomic dependency on one
single crop and to give the farmers additional sesirof income. Also other
alternative sources of income (e.g. productioniofdgical pest control formulations)
shall be explored’

The inclusion of ‘alternative sources of incomeftiier breaks down any assumption
that producers earn a livelihood growing only ogeaultural crop (see above), but
more importantly, demonstrates FLO realisation tiaersification is an essential
component of the Development process. This awasehas taken an even more
concrete form in the latest FLO Generic Standa@®9: Section 2.2 p. 11) which
features a section exclusively concerned with tBeohomic Strengthening of the

Organization’. Here it is stated that,

* See criteria listed under “Economic Developmemi] &Process Requirements” (FLO 2008a, 2008b).
Taken from Smith (2009b).



‘Over time it is expected that being part of Faide acts as a support to the producer
organization such that it becomes stronger and raocomomically sustainable. The
degree of progress expected depends on the leveécohomic benefits the
organization receives from Fairtrade and on itesijgecontext’.

While there are no minimum requirements includedhis section (2.2.1) — which
arguably reduces the barrier to entry for neweless capable organisations — there
are Process Requirements which producers shoulgplgowith. While Courville
(2003) sees this type of requirement as inherebtgvelopmental, these new
standards go much further in orientating FLO gosaog around a core requirement
of economic Development — namely that firms aggl@ateethe core assets (usually
expressed in terms of financial, physical, humad aacial capital) needed to be
competitive in increasingly globalised markets. &fpeally it is required that, ‘The
organization should take gradual steps to assume oumtrol over the entire trading
process’ and thus graduate or diversify into higpaid activities and internalise

value-adding functions lost to outsourcing. In figrt explanation, it is noted that:

‘To strengthen the organization itself and its posiin trade business the
organization is expected to gain more knowledgideisupply chain. Direct
communication and negotiation with buyers, haviexyge contracts with exporters
who export on behalf of the organization (whereli@pple), or adding value by
establishing processing facilities and/ or shangdeyship with other producer
organizations (horizontal integration) may be swy&s for gradually assuming more
control over the trading process and supply chain’.

This requirement is qualified in that, ‘the apptiape timelines for this, and the extent
of control gained over the trading process will determined by the scale of the
operation and the business strategy of the orgamizaand furthermore that the

intention of this process is to ‘maximise the rattw the members’. The process is

explained more specifically in that:

‘As a result of constant learning, training of meargand staff, high commitment of
members and good planning, the organization wikle to work more efficiently
and to maximise the return to its members. This bethrough e.g. more Fairtrade
sales, more Fairtrade buyers (or non-Fairtraderisjiymore benefits to members,
reduced cost in operations, increasingly skillechagement and staff, the building up
of working capital, implementation of quality cowitrtraining/education and risk
management systems and collaboration or even sbanmeership (horizontal
integration) with other producer organizations’ @-R009b, pp. 11-12).



This new section appears to resonate with the aegtsrof economists that ‘learning
by doing’ and the adaptation of general knowledgeldcal circumstances are
essential components in the Development procesdrifRd2004). What such
standards still lack is the specific suggestion tieav livelihood activities should seek
to capture greater levels of value added; althouwglving said this, a lack of
specificity can also be read as allowing for a meeeticipatory approach to
Development planning, perhaps allowing local stak#drs to prioritise local food
security should they see this as a more pertinesd .n

Conclusion

This brief analysis paper began with the obsermatat as the volume of Fair Trade
goods certified by the FLO has grown, so too haspbwer of the organisation to
control market access, and to define the parametdfair Trade. With this in mind,
there have been many questions asked about thepr@gbeness of FLO Fairtrade
governance particularly in the 1) the way that $fatmers are defined by FLO, and,
2) the extent to which such governance could beveteas ‘Developmental’. While it
was shown that commentary assuming the exclusiofarofiers relying on wage
labour is inaccurate, it was highlighted that otheyuments have been more relevant
in pointing out a mismatch between discourse/gavara and producer realities.
However, reference to recent changes in FLO stasdauggests that such
mismatches have not gone unnoticed as the definitib ‘Small Producers’ has
evolved to better represent livelihoods in the Irnd@veloping world. The second
section considered the criticism that FLO Fairtreslaot adequately Developmental
as it discourages diversification into higher in@activities. While this critique has
been questioned elsewhere, again, reviewing reckanges in FLO governance
suggests that such issue are far from ignoredaasiatds are changing to incorporate

the views raised by critical analysis.

Overall, the conclusion of this paper is that whittmmentators must continue to
critically analyse the governance and practiceSLdD, the organisation has not been
unresponsive to the need for slow and steady ingenewnt. For this reason, it can be
suggested that consumers and those more heavilyvews with Fair Trade should



engage to the fullest extend possible, as appteperitical engagement is likely to be

socially beneficial — and could well be instrumémiamaking the difference between

a movement that alleviates middle class consci@ssrend one that precipitates a
genuinely better deal for poor southern producers.
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