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ABSTRACT 

Fair trade has become a popular embodiment for sustainability. In the last few decades, the 
literature on this subject has increased. Specifically also the critical literature. A less well 
understood concept is that of processing, or adding value, within the country of primary 
production. This could prove to be an important development tool (through trade), but it 
still needs to be researched better. In this research a coffee producer and a chocolate 
producer in Ecuador are analysed with specific tools. A Production Network analysis focuses 
on the production processes, on the actors and their relationship within a network and on 
organisations that have their effect on the network. The two products will be followed from 
farm-gate to the country border (and in the case of coffee even beyond) using this analysis 

tool. Power relations and the process of policy making is analysed with a specific policy 
framework in which actors and spaces are central. 
Using these frameworks, the two cases appear to be promising for sustainability. The thesis 
concludes with a series of positive aspects of adding value, while being critical at the same 
time. In the discussion, links are being made to solidarity trade, associative economy and a 
new form of entrepreneurship. 

RESUMEN 

El comercio justo se ha convertido en una encarnación popular de la sostenibilidad. En las 

últimas décadas, la literatura sobre este tema ha aumentado. En concreto también la crítica 
de la literatura. Un concepto menos conocido es el de procesamiento, o la adición de valor, 
en el país de la producción primaria. Esta podría ser una importante herramienta de 
desarrollo (a través del comercio), pero todavía no está investigado mucho. En esta 
investigación un productor de café y un productor de chocolate en Ecuador están analizados 
con herramientas específicas. Un análisis de redes de producción se centra en los procesos 
de producción, en los actores y su relación dentro de una red y en las organizaciones que 
tienen su efecto en la red. Los dos productos están seguidas desde la explotación agrícola 
hasta la frontera del país (y en el caso del café, incluso más allá), utilizando esta herramienta 
de análisis. Las relaciones de poder y el proceso de formulación de políticas está analizado 
con un marco de política específico en que los actores y los espacios son fundamentales. 

El uso de estos marcos, los dos casos parecen ser prometedores para la sostenibilidad. La 
tesis concluye con una serie de aspectos positivos de valor añadido, mientras que se está 
viendo críticamente. En la discusión, relaciones se están haciendo al comercio solidaridad, la 
economía asociativa y una nueva forma de la espritu empresarial. 
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GLOSSARY 

Cupping  The act of assessing coffee quality by examining the green beans for 
colour, shape and size and the taste of the coffee in the cup 

Café Pergamino  Parchment coffee, resulting when cherries are pulped 
Café Oro   Green coffee, resulting when the parchment fleece is removed from 
   the café pergamino; ready to be roasted. 
Despulpadora  Pulping machine 
Empowerment Is the increase of the capacity of people or groups to make choices 

(see also life politics), and to bring these choices into action (World 
bank definition (2010)). This is also congruent with Giddens' notion of 

power: the ability to achieve aims or further interests.  
Where emancipation reduces exploitation and inequality (Giddens, 
1991), this is in some way also a part of empowerment, because it is a 
requisite for making choices. This is why i.e. empowerment and gender 
equality are often named in the same study. Nelson and Wright (1995) 
see empowerment as alteration of power differentials in relations with 
others. These two ideas can be combined: where power differentials 
are altered, allowing for people or groups of people to make and 
implement more choices. 

Green coffee   Coffee berry stripped of its skin and parchment fleece 
Household The household (of a worker) in this thesis are the members of the 

family which are (at least in part) dependent on the income brought in 
by the person working for the case company. A household consists of 
people living together, although children studying in another city for 
example, are still part of this household. 

Ingeniero   Extension officer 
Network  Referring to structure in which there are horizontal, diagonal and 

vertical links. Network is a relational concept, but just as well refers to 
ǇǊƻŘǳŎǘƛƻƴ ΨŎƘŀƛƴǎΩ όǘƘŜ ǾŜǊǘƛŎŀƭ ŘƛƳŜƴǎƛƻƴύΦ aŜŀƴǘ ŀǎ ŀ ōǊƻŀŘŜǊ 
ŎƻƴŎŜǇǘ ǘƘŜƴ ΨŎƘŀƛƴΩΣ ǿƘŜǊŜōȅ ǘƘŜ ŀŎǘƻǊǎ ŀǊŜ ǎŜǘ ƛƴ ƭŀǊƎŜǊ όŜŎƻƴƻƳƛŎύ 
groupings (Henderson et al. 2002; Coe, Dicken, and Martin Hess 2008) 

Parchment coffee  Green coffee with a thin, but hard, fleece around it. This is removed 
during the dry-processing method 

Policy Process In this thesis we mean by policy process the formulation and 
implementation of policy, not just on the level of the nation-state, but 
as well within a company or a group (McGee 2004). 

Power  By power, I refer to agency: power is a network of social boundaries, 
and these boundaries constrain or enable actions for all actors (McGee 
2004). Power is thus the (im)possibility of performing certain actions 
within a social network. 

Quintal   One hundred imperial pounds 
Satisfaction Is a state of mind about a certain subject, where there is no immediate 

desire for improvement. Where there is a trust in the future. To study 
satisfaction, questions need to be asked about feelings, emotions. How 
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did a person perceive i.e. his job 5 years ago, how does he feel about it 
now and what are future prospects? 

Solidarity  The integration, and degree and type of integration, shown by a 
society or group with other people. It refers to the ties in a society - 
social relations - that bind people to one another. 
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ACRONYMS 

ANT   Actor Network Theory 
ATO   Alternative Trade Organisation 
CIDA   Canadian International Development Agency 
CONAIE  Confederation of Indigenous Nationalities of Ecuador 
CORPEI  Corporation for Promotion of Export and Investments 
CSA   Community Supported Agriculture 
EFTA   European Fair Trade Association 
ESCOFFEE  Ecuador Specialty Coffee 
FEINE   Ecuadorian Federation of Evangelical Indians 

FLO   Fair Trade Labelling Organization 
G20   Group of Twenty Finance Ministers and Central Bank Governors 
GCC   Global Commodity Chain 
GPN   Global Production Network 
ICA   International Coffee Agreement 
ICO   International Coffee Organization 
ICCO   International Cocoa Organization 
IESS   Ecuadorian Institute of Social Security 
IFAT   International Federation for Alternative Trade 
IMF   International Monetary Fund 
IMO   Institute for Market ecology 

iNGO   International NGO 
MIES   Ministry of Economic and Social Inclusion  
NE   Neo-economic 
NGO   Non-Governmental Organization 
OPEC   Organisation of Petroleum Exporting Countries 
PICO (100%) Produced in Country of Origin 
Q. (q.)   Quintal (one hundred of Imperial pounds) 
QQ. (qq.)  Quintales (hundreds of Imperial pounds) 
REDEVAHU  Rescue and Development of Human Values 
SCM   Supply Chain Management 

{a9Ωǎ   Small and Medium Enterprises 
USAID   US Agency for International Development 
WUR   Wageningen University and Research centre 
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NOTE ON STYLE 

In this thesis, a number of conscious choices were made in favour of certain styles and forms 
of writing. One of those is for example fair trade: 'fair trade' refers to the broad fair trade 
movement and market, while 'fairtrade' refers to products certified by Fairtrade Labelling 
Organisations International. 
hǘƘŜǊ ǿƻǊŘǎ ƘŀǾŜ ōŜŜƴ ŎƘƻǎŜƴ ƻǳǘ ƻŦ ǊŜǎǇŜŎǘ ŦƻǊ ŎŜǊǘŀƛƴ ǇŜƻǇƭŜ ǘƘŀǘ LΩǾŜ ǿƻǊƪŜŘ ǿƛǘƘ ƛƴ 
these months. For instance, in writing Kichwa words (even the word itself) I choose to use 
the local spelling instead of the Spanish spelling. When referring to the people, I prefer to 
use indigenous people, or the name of their culture (Kichwa, Napo Kichwa, Napo Runa). The 
ǿƻǊŘ ΨLƴŘƛŀƴΩ ƛǎ ƻŦŦŜƴǎƛǾŜ ŀƴŘ ǿƛƭƭ ƴƻǘ ōŜ ǳǎŜŘ ƛƴ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘƛǎ ǘƘŜǎƛǎΦ 

 
 



Beyond fair trade: Agro-processing in the South 

1 
 

1 INTRODUCTION 

L ǎǘƛƭƭ ǊŜƳŜƳōŜǊ ǘƘŀǘ ƛƴ нллп ƻǊ ΩлрΣ WŜǊƻŜƴ YǊǳŦǘ ŎŀƳŜ ǘƻ ǘƘŜ ƭƻŎŀƭ ƻǊƎŀƴƛŎ ǊŜǎǘŀǳǊŀƴǘ 
Zeezicht to ask if we wanted to use his EScoffee. He told us it was not organically certified 
yet, but they were working on it. We were happy to give it a try. Now, it has been some 
years since I first came into contact with EScoffee and it has remained one of my favourite 
coffee brands ever since. Not just because the taste is very good (it has recently been 
awarded again with the price for best coffee in Ecuador), but also because the idea of 
processing and packaging the coffee in Ecuador as an extra to fair trade and organic appeals 
to me much. 
The reason that EScoffee drew my attention was because the brand is fully produced in a 

geo-political Southern country. Potentially, this gives several benefits in terms of national 
income and employment. The problem with regular fair trade is the significant difference in 
price paid to the producer, and the price that the consumer pays. Wilkinson and Rocha 
(2006) add to this argument that developed countries only want to have raw products and 
use escalated tariffs to protect their own industry. However Daviron and Ponte (2005) show 
that roasters receive about 70% of the price of a pack of coffee. If this added value could 
stay in the South, it may be more logical and better for development to have the agro-
processing done in the developing countries where the raw products are grown. As I will also 
try to prove through this thesis research. 
Another problem, Lyon shows, us is that many producers understand fair trade as a higher 
price in the market, or international aid. Producer participation and trade partnerships have 

been scarce in fair trade. In the past few years, the Fairtrade Labelling Organization 
International (FLO) has made some improvements in their own governance towards 
empowering producers (Tallontire 2009). We may question whether this is enough. 
Empowerment may also be increased by moving the agro-processing to the South. This issue 
will be addressed in this thesis as well.  
 
Fair Trade has not been researched for very long yet, although many articles have already 
been written. About added value production even less has been written to date. This is 
especially due to the fact that the few initiatives that exist today are very small, while the 
Fair Trade organization has been growing very hard over the past two decades. Therefore, 

this research is mostly explorative: what are the visible impacts on sociological, cultural and 
economic levels? Doing a qualitative research makes the most sense for this reason. 
Although some economic data and calculations will be necessary to prove the added value 
for example, economic figures are not seen as an addition to this explorative case study.  
People and their welfare and well-being through their networks are very good sources of 
information to gather the impact of the export of locally processed goods. In addition, if we 
are to be able to rethink the added value in production networks, it is essential, not only to 
look at economics, but also at people's experiences and narratives. Production networks are 
complex and dynamic; we risk losing this complexity if we focus  too much on figures and 
numbers. 
Theory and methods will be further elaborated in chapters 2 and 3, while chapter 4 will 

present some background information on the country and on the two products we are going 
to research. In presenting the results in chapters 5 and 6, I will go a little bit further than a 
'situational analysis' (Van Velsen 1967). Cook et al. (2004, 2006, 2007) provides us with a 
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very nice method to present the results, while also providing a lot of the collected material 
and keeping it very readable. Although some of the material, like the economic data, will be 
provided as abstractions and inferences, most of the sociological data is the result from the 
interviews I conducted on my stay in Ecuador in 2010. These will be presented in a narrative 
according to the idea of trying  to depict movements and the flows of the commodities. This 
approximation to study commodities has been characterised as   'follow the thing' method. 
Something that Cook et al. also refer to as Ψauto-ethnographic storytellingΩ (Cook et al. 2007). 
By using this form of storytelling, this research can give voice to the other, who is not central 
in conventional economic or applied social research. With a narrative of experiences, the 
processes of transformation can be described more accurately in its complexity and in its 
interactions between what we, researchers, consider entities and the emerging qualities 

from the situations and social action in which people are engaged . In addition, the results 
may speak to the reader on their own, leading to the readerΩǎ ƻǿƴ Ǌeflexive conclusions. 

Research objective  

The general research objective is to view existing possibilities for a new trade concept, which 
can complement the shortcomings of fair trade; the specific objective for this thesis research 
is to explore, through field research, what is already existing in companies that are adding 
value to commodities from the South and that have demonstrated that they are already 
capable of improving the livelihoods of people in Ecuador. This development orientation is 
approach by comparing these existing local added value companies with the fair trade 
position (from literature studies) as an alternative to mainstream business ventures. The 

study is trying to point out where these local companies are able to complement the gaps 
left by fair trade, and where it cannot. 
The audience this study is aiming to reach is the fair trade movement, because I want to 
explore whether or not this concept is a step beyond fair trade initiatives; but also the 
audience could equally be the consumer, who likes to hear the story of the processing of 
his/her coffee. 

Theoretical objective  
The idea of exporting finished products from countries in the South is quite a new one (e.g. 
research on added value under fair trade conditions). In the last decade, more products like 
coffee, chocolate and tea pop up and certification bodies are suddenly interested in fair 

trade certification of supply chains. When looking however at research, one can find very 
few articles concerning fair production and added value initiatives . When searching the 

Sociology portal of the online WUR library for example, one can find more than 85.000 
articles with the search words "fair trade". Looking for "processed food exports" nets 2.500 
articles; "food processing developing countries" and "exports" 4.000; keeping in mind that 
these search words are far weaker than "fair trade", as the latter is an established trade 
mark, while the processes we are about to research have no common name. Obviously, the 
benefits or shortcomings of the added value concept has not been researched sufficiently 
yet, therefore this thesis may contribute to develop and refine the social and development 
implications of this concept for a more equal relationship between the North and South. 
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Research questions  
The main research question is:  

What is the impact of adding value to global commodities in their country 

of origin and how does this benefit -or not- those people involved in this 
process. What lesson can we learn from Ecuador? 

Those people involved can be farmers, workers, families and beneficiaries of social projects. 
However impact is a very broad concept and should be broken down into several aspects in 
the questions below. 
 

Subquestions are: 
1. What is the added value of products fully processed in country of origin? 

a. What is the difference in the prices received, and how is this divided among 
the people that work in the sector (farmers/processors; men/women; 
young/old)? 

2. What is the economic impact of this added value? 
a. How is the welfare and security of the households that work in the sector? 
b. How do people themselves view the benefits or shortcomings? 

3. What is the Sociological / cultural impact of this added value? 
a. How much is actually improved concerning the empowerment of the people? 
b. Has there been an improvement in gender equality? 

c. What has changed about people's self-valuation and happiness? 
4. What has adding value done to the empowerment of the people who work there? 

a. How can we apply McGee's policy framework to the current situation? Have 
new actors been introduced in decision making processes; is new knowledge 
been created? 

b. How was empowerment in the past? What has changed? (Also try to use 
McGee's framework): shifts in class images, gender relations, etc.? 

c. What is the degree of participation in the company? What is their 
involvement? 

5. What does the company that adds value do in its region to improve the lives of the 

people living there? 
 

6. What is the social responsibility of the companies that add value and how does it 
affect the people? 

 
These questions will be answered in chapter 8, after the results have been analysed in 
chapter 7. Chapter 9 will provide more depth to this research by discussing several issues 
that we came across during the research. 
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2 ANALYTIC FRAMEWORK 

ñBEEP. . . 

¢ƘŜ ōƭƻƻŘȅ ŀƭŀǊƳ ŎƭƻŎƪΩǎ ƎƻƛƴƎ ƻŦŦΦ 

BEEP. . .BEEP. . . 

I lurch towards it to deaden the BEEP. . .BEEP. . . (annoying!). . 
.BEEP shrill sound and bang the button ΨhCCΩΦ !ŦǘŜǊ мл ƳƛƴǳǘŜǎ ƻŦ 

fighting time, hoping the clock will stop, allowing me further minutes 
buried under the warm covers, I sit up. Straight. 

LΩƳ ƳŜǘ ǿƛǘƘ ŀ ōƭǳǊ ƻŦ ǎƘŀǇŜǎΣ ŎƻƭƻǳǊǎΣ ƳŀȅōŜ ƛƳŀƎŜǎΚ The start of 
my day, unaided by the object in my top drawer, in my bedside table. 
A haze. This is the first ógazeô through which I view the world. 

Shortsighted. Unable to attribute clear meaning to the blobs I see in 
Ƴȅ ǊƻƻƳΦ bƻǘ ƘŜƭǇŜŘ ōȅ ǘƘŜ ŦŀŎǘ ǘƘŀǘ LΩǾŜ Ƨǳǎǘ ǿƻƪŜƴ up! To shower 
ƛƴ ΨǎƛƎƘǘΩ ƻǊ ΨǎƘƻǊǘ-ǎƛƎƘǘΩ ǘƘŀǘ ƛǎ ǘƘŜ ǉǳŜǎǘƛƻƴΦ LΩŘ ǊŀǘƘŜǊ ǘƘŜ ƭŀǘǘŜǊ ƛƴ 
Ƴȅ ΨǎǘŀǘŜΩΗ 

Fresh from the shower and feeling like a new person. Suppose I am 
now: transformed by the bath gel, shampoo, not forgetting the 
water, and countless other taken-forgranteds, the remnants of which 
remain on my body in the perfume and silky-touch of my skin. And 
the patpat-pat of my damp feet through the kitchen. . .no longer 
ŎƭŜŀƴΗ LΩƳ looking better too. Until I reach into that drawer and put 
on my Glasses. The second ógazeô through which I understand 

the world. 

¢Ƙƛǎ ΨŎƻǊǊŜŎǘŜŘ ǾƛǎƛƻƴΩ ŜƴŀōƭŜǎ ƳŜ ǘƻ ǎŜŜ ǘƘŜ world in a whole new 

light ς ƭƛǘŜǊŀƭƭȅΦ ! ǇǊƻŎŜǎǎ ǘƘŀǘ L ŘƻƴΩǘ ǊŜŀƭƭȅ understand. Something to 
Řƻ ǿƛǘƘ ǘƘŜ ƭŜƴǎΩ ǎƘŀǇŜǎ ƛƴ my glasses. Corrects the images that my 
eyes produce. aȅ ƳǳǎŎƭŜǎ ŀǊŜƴΩǘ ǘƛƎƘǘ ŜƴƻǳƎƘΦ Lǎ ǘƘŀǘ ǊƛƎƘǘΚ Lǘ 
ŘƻŜǎƴΩǘ matter. I rely on the optician. They send out 6-monthly 
reminders to attend an eye appointment. They are just there. Living a 
life independent from my everyday? Connected through my glasses, 
we are.έ (Cook et al. 2007:1114) 

The above quote is a part of an essay by Sarah Wrathmell quoted in Cook et al. (2007). I 
read this part aloud as an introduction to the proposal of this research, because it 
illustrated several points I wanted to make. First of all, that there are many different 

ΨƎŀȊŜǎΩ ǘƻ ǾƛŜǿ ǘƘŜ ǿƻǊƭŘ ǿƛǘƘΦ !ƴŘ ƛƴ ǘƘƛǎ ǊŜǎŜŀǊŎƘ ǎƻƳŜ ŀǊŜ ƳƻǊŜ ǳǎŜŦǳƭ ǘƘŀƴ ƻǘƘŜǊǎΦ 
Lƴ ǘƘƛǎ ŎƘŀǇǘŜǊ ǘƘŜ ΨƎŀȊŜǎΩ ǳǎŜŘ ƛƴ ŜȄǇƭŀƛƴƛƴƎ ǘƘŜ ǘǿƻ ǎǘƻǊƛŜǎ ƻŦ ŘƻƳŜǎǘƛŎ ǇǊƻŎŜǎǎƛƴƎ ŀǊŜ 
introduced. 
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The second reason was to illustrate our links to the producers of the commodities we 
ǳǎŜΦ Lƴ ²ǊŀǘƘƳŜƭƭΩǎ ǎǘƻǊȅ ƛǘ ǿŀǎ ŀōƻǳǘ ƘŜǊ ƻǇǘƛŎƛŀƴΣ ōǳǘ Ƴŀȅ ŀǎ ǿŜƭƭ ƘŀǾŜ ōŜŜƴ ŀōƻǳǘ 
the maker of her glasses. In our own daily lives we are connected to the farmer who 
grows our coffee, the worker that picks our tomatoes and the tasting expert who tastes 
chocolate for a living. To all these people we are indirectly connected in different ways, 
and we are somehow a little responsible for their well-being. That is where the idea of 
fair trade is introduced. The first sub-chapters will explain the different forms of fair 
trade versus domestic processing. 
The third and last point that Wrathmell helps illustrating is through her form of writing. 
She wrote an essay in her own personal writing style. She is a real student in that way of 
Ian Cook, author of Follow the Thing: Papaya (2004). This paper was partly written as an 

answer to demands from contributors to Antipode, who argued that papers need to 
stimulate debate more and need to be accessible to academics and non-academics 
alike. They argued that papers need to be more diverse and eclectic in style (Cook et al. 
2004). Hoping to make a contribution to this diversity, a further elaboration of these 
ideas will follow in the sub-ŎƘŀǇǘŜǊ ΨTo Ŧƻƭƭƻǿ ǘƘƛƴƎǎ ŀƴŘ ŜȄǇŜǊƛŜƴŎŜǎΩ. 
In between these sub-ŎƘŀǇǘŜǊǎ ǘǿƻ ΨƎŀȊŜǎΩ ŀǊŜ ŘŜǎŎǊƛōŜŘΥ ǘƘŜ ŦƛǊǎǘ ǿƛǘƘ Ƴŀƛƴƭȅ ŀ ǎƻŎƛƻ-
economic view: production networks; the second with a more political view: a policy 
framework. After each of these gazes, a small discussion follows. Although these do not 
come back in the analysis, we will try to come back to them in the discussion. The 
discussion pieces are about solidarity trade, associative economy and participation and 

democracy. 

2.1 Fair trade vs. domestic processing: a s ocial view  

Fair trade is a development tool through market processes that άǎŜŜƪǎ ƎǊŜŀǘŜǊ Ŝǉǳƛǘȅ ƛƴ 
international trade by creating closer linkages between consumers and producers in the 
ƎŜƻǇƻƭƛǘƛŎŀƭ bƻǊǘƘ ŀƴŘ {ƻǳǘƘΦέ (Fisher 2009). Fisher states that, while fair trade does not 
have large global sales, the overall sales have been growing. With a global retail value of 
2.9 billion Euros in 2008, the sales continue to grow by 22 per cent per year. This growth 
is a result of new products, new actors, new alliances and increasingly complex 
governance arrangements. Many believe that this growth is partly because of increasing 
participation by large corporations (Reed 2009). For these reasons, many academics 

argue that fair trade is at a juncture in its history. ά! ƧǳƴŎǘǳǊŜ ǘƘŀǘ ŜȄposes 
ŎƻƴǘǊŀŘƛŎǘƛƻƴǎ ōŜǘǿŜŜƴ ǇƘƛƭƻǎƻǇƘȅ ŀƴŘ ǇǊŀŎǘƛŎŜΣ ǇǊƛƴŎƛǇƭŜǎ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ŜŎƻƴƻƳȅέ 
(Fisher 2009). These contradictions will take shape in the critique in subchapter 2.1.1. 
 
The exact origin of fair trade is not quite sure. While Low and Davenport link the 
ƳƻǾŜƳŜƴǘ ǘƻ ǘƘŜ ŎƘŀǊƛǘȅ ƛƴƛǘƛŀǘƛǾŜǎ ŦǊƻƳ ǘƘŜ мфрлΩǎ ŀƴŘ слΩǎ (2005), others state that 
the fair trade movement did not start to connect international trade, development and 
ŎƻƴǎǳƳŜǊ ŎƘƻƛŎŜǎ ǳƴǘƛƭ ǘƘŜ мфтлΩǎ ŀƴŘ улΩǎ (Fisher 2009). They say that what many 
researchers see as the starting point of fair trade in the post-World War II period was 
Ƴƻǎǘƭȅ ōŀǎŜŘ ƻƴ ŎƘŀǊƛǘȅΦ Ψ¢ƘƛǊŘ-ǿƻǊƭŘΩ ǇǊƻŘǳŎǘǎ ǿŜǊŜ ǎƻƭŘ ƛƴ ǘƘŜ ƳŀǊƪŜǘǎ, but these 
organisations were much more directed at helping producers and relied heavily on 

volunteers (Reed 2009). 
No matter what the exact origin, fair trade is seen as having multiple roles and these 
roles can be traced back to its start, where different initiatives with different 
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backgrounds joined together. Some of these initiatives started with the ideas to modify 
the economy, others are linked through solidarity trade and then some where more 
focused on development (Gendron, Bisaillon, and Rance 2009).  
Reed (2009) recognizes four significant changes in the fair trade movement during the 
мфтлΩǎ ŀƴŘ мфулΩǎΦ CƛǊǎǘƭȅΣ ǘƘŜǊŜ ǿŀǎ ŀƴ ƛƴŎǊŜŀǎŜ ƻŦ ŀŎǘƻǊǎΣ ƻŦ ǊŜƭƛƎƛƻǳǎ organisations as 
well as political organisations; second fair trade products reached more special outlets; 
third agricultural products (starting with coffee) made their appearance in those 
outlets; and fourth, a greater sense of partnership developed between northern and 
southern actors. 
The first labelling initiative started in 1988 with the establishment of the Dutch Max 
Havelaar, by VanderHoff Boersma, a Dutch priest, and Roozen, who worked with the 

ecumenical development agency Solidaridad. The certification of fair trade products 
served to ensure the consumers that the products were fairly marketed. 
More fair labelling organisations have been developed since, and are still developing. In 
мффт мт ƻŦ ǘƘŜǎŜ C[hΩǎ ƧƻƛƴŜŘ ǘƻƎŜǘƘŜǊ ŀƴŘ ŦƻǊƳŜŘ ǘƘŜ CŀƛǊ [ŀōŜƭƭing Organizations 
International (FLO), with the first tasks to develop greater consistency in standards and 
certification processes. Later FLO split their tasks in two with the establishment of FLO-
Cert as an independent certification agency. (Reed 2009) 
But FLO is not the only large fair trade organisation. In 1989 A number of alternative 
trade organisations ό!¢hΩǎύ formed an alliance under the International Federation of 
Alternative Trade (IFAT) and in 1990 11 European fair trade importers worked together 

under EFTA.  
Since several alternative trade organisations formed together the Fair Trade movement 
ƛƴ ǘƘŜ мфулΩǎ, the Fair Trade concept has gained widespread acceptance in the world 
(Maseland and de Vaal 2002). Not only among consumers: also in the academic world, 
its importance did not go unnoticed. While there is a lot to be found in the literature 
about success stories of Fair Trade farmer associations (Bacon 2005; Utting-chamorro 
2010). Lockie (2008) for example points out that Fair Trade improves production quality, 
gains status for the producers, and enhances environmental sustainability. 
Organisational empowerment (i.e. organising farmers into cooperatives) and reduction 
of intermediaries, position producers in a more favourable standpoint within 
mainstream commodity trading networks.  

But there have also been criticisms on Fair Trade. Some of these criticisms are more 
justified then others. I will only discuss the ones here that are of interest for this 
research. 

Critique on Fair Trade  

Dilemmas of certification  
An often heard criticism is that the results of Fair Trade policy are not as good as 
expected. There are a few known cases of development premiums (meant for 
development of the region) that are used to pay off past debts (Bacon 2005; Utting-
chamorro 2010), making it so that the farmers are not even better off. Sometimes the 
organisation of Fair Trade is so top-down (arranged by exporters), that farmers do not 

even know what Fair Trade is or what the name of their cooperative is (Getz and Shreck 
2006). It is said that Fair Trade does too little to empower the farmers involved. Fair 
Trade is often something that is passed down the chain, while an equal partnership with 
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traders is seen as beneficial (Tallontire 2009). However, these accusations are mostly 
directed at foul play or at best misinterpretation of rules and guidelines. The critique in 
itself falls outside the scope of this research, but does serve a point that certification is 
not always the appropriate solution. Since the establishment of the first fair labelling 
ƻǊƎŀƴƛǎŀǘƛƻƴ aŀȄ IŀǾŜƭŀŀǊΣ ǘƘŜǊŜ ǎǘƛƭƭ ǊŜƳŀƛƴ ŀ ƴǳƳōŜǊ ƻŦ !¢hΩǎ ǘƘŀǘ Řƻ ƴƻǘ ŎŜǊǘƛŦȅ 
(Reed 2009).  
Furthermore, Rainer Bächi mentioned at a conference in Nürnberg (Bächi 2010): The 
common practice at the moment is for every actor in the network to delegate social 
responsibility to the fair trade labelling organisations. These organisations need to set 
up standards, and control that the actors confine to these standards. This delegating is 
not just being done by the consumers, but also by the processors and even farmers. 

According to Bächi, we need to move to ethical co-operations, based on universal 
principles of human rights, but individual by objectives and means. Such co-operations 
are built on trust and on social cohesion throughout a network. In this study, such co-
operation could be compared to  the case represented by EScoffee: the responsibility 
for sustainable production would lay with the farmers, EScoffee itself and with the 
importers and distributors. Besides trust, it is also important to provide transparency, so 
that the actors in this network can check each other. Thus the argument goes that close 
cooperation among actors can make the market ethical. 
While certification is a very effective means of ensuring sustainable trade to the 
consumer, the mean itself is not without problems. Certification poses a problem in the 

face that it is a barrier for some groups of farmers. All the rules and monetary costs that 
certification needs, makes it very hard for some of them to join the Fair Trade 
movement (Getz and Shreck 2006; Lockie 2008), which results in an unequal access to 
the Fair Trade system. The certification process is getting fair-trade networks into 
contractual relationships with third-party auditors. Hence, many producers do not 
comply with such rules, so they are excluded. Large numbers of particular small farmers 
often cannot afford the costs involved in certification or meet production standards and 
thus have no way of getting into the Fair Trade  market. In this process, a gap is 
produced and reproduced between well-established Fair Trade networks and these 
marginalized farmers. (Lockie 2008)  
 

Connected to the great reliance on labels is that labels and production information 
focus on information about the product, the process of production, some labels tell 
something about the social and economic benefits, and how consumers by buying such 
product can generate to local communities in the South. However, labels lack 
information describing the profit margins of distributors and retailers, and the fact that 
those producers out of fair trade production in the locality may not benefit from this 
commodity oriented development. While Fair Trade surely has its benefits for the 
Southern economy, its slightly misleading to argue that Fair Trade achieves 
development benefits by de-ƳȅǎǘƛŦȅƛƴƎ ΨŎƻƳƳƻŘƛǘȅ ŜȄŎƘŀƴƎŜΩ(Lockie 2008). Daviron 
and Ponte (2005) argue that fair-trade  is just another form of commodity fetishism, 
part of an alienating belief,  which can be lifted and exposed by increasing transparency 

and producer-consumer connectivity. Thus, an open stream of knowledge (in both 
directions) is essential for 'fair' trade networkǎ ǘƻ ƻǇŜǊŀǘŜ ΨŦŀƛǊƭȅΩ. 
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The mainstreaming debate  

Though the thought is 'trade not aid', Fair Trade is criticised often for putting too much 
emphasis on market, using the same marketing strategies as all the other markets, 
while aspiring to offer an alternative to the dominant market strategies. In fact, 
mainstreaming is one of the biggest issues that Fair Trade is dealing with right now. It is 
subject of the largest debates within the movement and even among academics. 
Mainstreaming means integrating Fair Trade into the regular market. This would mean a 
great possibility for growth, and to make sustainable livelihoods possible for a greater 
number of people. Mainstreaming also risks, however, undermining the possibility for a 
fundamental trade reform (Lockie 2008; Reed 2009). A main critic of mainstreaming fair 
trade  is found in Christian Jacquiau (2006), who would suggest to use the fair trade 

initiative to establish a new fairer and more autonomous trading system (without the 
use of giant corporations). 
Pragmatically fair-trade is sometime conceptualised as a mechanism to insert more 
products from the South to global markets. A more radical view sees fair trade as a way 
to modify the dominant economic organisation. Some scholars believe that the 
insertion of fair-trade into the mainstream trade may hinder or stop the movement 
from changing the way the market works (Lockie 2008). Therefore, it seems that for 
some authors Fair trade is an initiative  working in and against the (mainstream) market. 
In his article on corporate access to fair trade, Reed (2009) distinguishes four different 
basic strategies within fair trade to deal with corporations. The first is without corporate 

participation, meaning that it remains an alternative trade. The networks within this 
strategy are based more on long-term relationships and governance is based on values 
of solidarity and social justice. The benefits are that the principles of fair trade stay 
ǇǊƻǘŜŎǘŜŘΣ άǘƘŜǊŜ ƛǎ ƴƻ ǊŜŀǎƻƴ ŦƻǊ ƴƻǘ ǇǳǊǎǳƛƴƎ ǘƘŜ ōǊƻŀŘŜǊ ǇƻƭƛǘƛŎŀƭ Ǝƻŀƭǎ ƻŦ ŦŀƛǊ ǘǊŀŘŜΦέ 
The risks are small sales and small impact, because fair trade outlets remain alternative 
and marginal. 
The second strategy is with corporate retail participation. Larger retail outlets start 
selling fair trade products. The biggest benefit is an expansion of the market, while the 
influence of the corporations remains very low. The risks are that small fair trade outlets 
ŀǊŜ ǎǉǳŜŜȊŜŘ ƻǳǘΣ ƻǊ ǘƘŀǘ ŎƻǊǇƻǊŀǘŜ ǊŜǘŀƛƭŜǊǎ ōŜŎƻƳŜ ƭŜǎǎ ǿƛƭƭƛƴƎ ǘƻ ǿƻǊƪ ǿƛǘƘ !¢hΩǎ 
and start to take an active approach to fair trade, which leads to the third strategy. 

Fair trade with corporate licensees entails corporations that control the entire 
production network of a fair trade product. Again the benefit is an increased market for 
fair trade. However, there is a bigger cost, since there is risk of diluting the fair trade 
princƛǇƭŜǎΦ ¢Ƙƛǎ Řƛƭǳǘƛƻƴ Ŏŀƴ ǊŀƴƎŜ ŦǊƻƳ ǘƘŜ ƻōǾƛƻǳǎ ΨŦŀƛǊ-ǿŀǎƘƛƴƎΩ1 to diluting the 
ǎǘŀƴŘŀǊŘǎ ōȅ ǇǳǘǘƛƴƎ ǇǊŜǎǎǳǊŜ ƻƴ C[hΦ !ƴƻǘƘŜǊ Ǌƛǎƪ ƛǎ ǘƘŀǘ ŎƻǊǇƻǊŀǘƛƻƴ ΨǎƘƻǇΩ ǿƛǘƘƛƴ ǘƘŜ 
fair trade program: they take a modular governance approach. Only the strict rules are 
followed within the certification programme. This presents a new type of competition 
ŦƻǊ ǘƘŜ !¢hΩǎΣ ǿƘƛƭŜ ǘƘŜ ŦǳǘǳǊŜ ƻŦ ŦŀƛǊ ǘǊŀŘŜ ōŜŎƻƳŜǎ ǳƴǎǳǊŜΣ ōŜŎŀǳǎŜ ǘƘŜǊŜ ƛǎ ƎŜƴŜǊŀƭƭȅ 
no commitment towards fair trade from corporations. 

                                                      
1
 5ŜǊƛǾŜŘ ŦǊƻƳ ǘƘŜ ǘŜǊƳ ΨƎǊŜŜƴǿŀǎƘƛƴƎΩΣ ǿƘƛŎƘ ōŀǎƛŎŀƭƭȅ ƳŜŀƴǎ ŘŜŎŜƛǾƛƴƎ ǘƘŜ ŎƻƴǎǳƳŜǊ ƛƴǘƻ ǘƘƛƴƪƛƴƎ ŀ 

product is a certified product (or equivalent to), when it is not. A clear example is that of Starbucks, in 

which the corporation only purchased a certain (low) percentage of fair trade coffee. 
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The fourth strategy is of less importance to this research: fair trade with plantation 
production. Large plantation holders are almost by definition corporations2, but more 
comes into play, because fair trade gets to deal with workers and how to deal with their 
rights. While originally, fair trade was established to help the small producer. 

Added value production  
While Reed (2009) argues that the discouragement of producers to add value to their 
products, or to move up the value chain, is a risk that belongs to the corporate 
influence, I believe the marketing strategies of fair trade in general provide this 
discouragement (or at least do not encourage it). Perhaps corporate licensees do so 
more. The mentioned strategies include: the (active or not) protection of Northern 

processing industries, giving processing industries in the South a slim chance of getting 
into the Northern market. Up until now, the Fair Trade movement has focussed mainly 
on primary producers, giving little or no attention to processors. The latter encounter 
serious problems when trying to export their products, like escalated tariffs, bad 
infrastructure and high standards in the North. This results in the fact that the consumer 
price paid and the value that stays in the country of production still differ enormously. 
Also Fair Trade exporters focus mainly on raw produce, instead of on finished products. 
The FLO standards are at this moment not yet equipped to deal with the processing 
industry of food products. 
On the bright side, FLO has of recent acknowledged the need for supply chain 
certification and plans to bring this in practice for cotton in the coming year (FLO 2009). 

There are also other certification bodies (of organic certification for example) that are 
taking up the certification of Fair Trade as well. Among these are IMO and ECOCERT, 
where both of these also see the need to certify the supply chain (Ecocert 2010) 
(Ecocert 2010) (IMO 2010; Ecocert 2010). 

Involvement and participation  
Lyon (2006) writes that Fair Trade is frequently characterized as a consumer driven 
movement. However, we must take into account that the Fair Trade movement makes 
use of commercials and advertisements and relies on the willingness of retailers to sell 
their products. In this light, Fair Trade is according to her better understood as a 
'consumer dependent' movement. In other words, the Fair Trade movement is driven 

by Northern processors and Fair Trade advocates, more than consumers (though there 
are consumers that engage in Fair Trade very consciously). The success of Fair Trade is 

therefore dependent on consumers to buy, rather than that consumers lead the 
movement to success on their own. Nevertheless, it is the producers that are important 
to Fair Trade and it is perhaps crooked that the movement seems more consumer 
dependent, depends on Northern processors, but provides little influence to Southern 
producers. 
A lack of awareness regarding the role producers play in Fair Trade networks is 
symptomatic of the international Fair Trade structure in which producers have limited 
decision making power and administrative control. Even though FLO extended its board 
to consist of at least four representatives of producer organizations (under pressure of 

                                                      
2
 Also consider the banana industry where three international corporations dominate the market 

(Robinson 2009).  
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IFAT and its regional bodies), producers are still not happy with the distribution of 
voices in decision making (Reed 2009). 
Producers often understand Fair Trade in terms of market access or international aid 
and they are seen as 'passive suppliers of product' dependent on higher order groups 
(Renard 2003; Utting-chamorro 2010; Lyon 2006). In order to gain a Fair Trade 
premium, a farmer has to be member of a farmers' cooperative. This cooperative can 
make many decisions about i.e. the sales of Fair Trade produce and the investments in 
social services. The degree of participation of farmers may vary among cooperatives. 
When this degree of participation is low, chances are that the understanding of farmers 
is low and they view fair trade as 'higher prices' or 'market access'. 
Lyon (2006) explains that FLO standards are criticized for "destabilizing notions of 'trust' 

and 'partnerships'". In order to successfully foster equitable international trading 
partnerships, the Fair Trade market must include farmers and producers in decision 
making policies on an international level, by letting them contribute to the formation of 
standards and agreements of levels of compensation. Tallontire (2009) notes that fair 
trade needs to move away from a view that sees itself "as something that happens to 
and impacts on producers, rather as something that producers are part of and can 
shape." 

Beyond Fair Trade: Adding value to primary products  

Daviron and Ponte (2005) show that the biggest part of the price of a pack of coffee 

(about 70%) is added by the roasting and branding of the product. Traditionally this is 
being done in the rich consuming countries: Europe and North-America. However, by 
letting these processes take place in the South, where the coffee is grown, the 
development role of Fair Trade becomes more important again. The profits of domestic 
processing can be used for the development of the region where the coffee is 
processed. Another benefit of bringing changes in the processing of commodities could 
be the added employment in the South, it gives the people a chance to change their 
livelihoods. There could be more effects of adding value: perhaps changes in gender 
relations, empowerment and maybe spill-over effects in the region like higher farm 
income. Furthermore, food processing may become a lever for growth (Wilkinson and 
Rocha 2006). However, these effects have not been documented yet, therefore they will 

come back in this research as questions to be answered. Nevertheless, processed food 
export is growing, even though the export the geopolitical South is less than half the 
size of export from the North (USD81.8 billion versus USD212.6 billion) (Wilkinson and 
Rocha 2006). 
Some specific cases of domestic processing have been documented. Arce (2009) 
documents a case in the Loma Linda community in Guatemala, where a group of 
women started experimenting with the roasting of coffee. They bought small machinery 
and got packaging and marketing training, with support of the Catholic Church, an 
Austrian development agency and USAID (US Agency for International Development). 
But the group of women decreased from 35-40 to 12 women in 2007; men, they said, 
did not support the group, because they neglected housework and sales of the roasted 

coffee were low. The women had only limited access to a market. 
In 2005 a new fair trade network was created called Kuchubal, to promote trade 
ŀƭǘŜǊƴŀǘƛǾŜǎ ƛƴ ǘƘŜ ŎƻƳƳǳƴƛǘȅ ŀƴŘ ǎǳǇǇƻǊǘ ǿƻƳŜƴΩǎ ōǳǎƛƴŜǎǎ ƛƴƛǘƛŀǘƛǾŜǎΦ άaŜƳōŜǊǎ 
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argue that one of the problems with fair trade in Guatemala is that it does not add value 
to local level production and therefore local artisanal processing of coffee is blocked by 
the practice of exporting the best quality coffee to European fair trade markets, in effect 
ŜȄŎƭǳŘƛƴƎ ǿƻƳŜƴΩǎ ǇŀǊǘƛŎƛǇŀǘƛƻƴΦέ (Arce 2009:1036) 
Ganewatta et al. (2005) document another example from the tea industry in Sri Lanka. 
Their focus is more on the general political and economic implications of adding value. 
They do however provide some possible benefits, like static and dynamic economic 
benefits, but also direct and indirect employment opportunities, greater production of 
raw material, improved investment in infrastructure and increased income from export. 
Ganewatta et al. write that the Sri Lankan government had several export promotion 
schemes in place, because they recognized the possible benefits of exporting value 

added tea. The incentives played an important role in the growth of the added value tea 
industry in Sri Lanka.  
Another aspect of adding value to a commodity is South-South Fair Trade (Jaffee, 
Kloppenburg Jr, and Monroy 2004). The companies that are used as case studies in this 
research produce for the international as well as the national market. EScoffee, for 
example, is a mayor brand in Ecuador and has won many national prizes for quality. This 
indicates that the issue of "fairness" might be important for the consumers in the South 
as well. 

New Initiatives in the Dutch market  
EScoffee and its Dutch importer have been working on a label for adding value. 100% 

Produced in country of origin (PICO) is a new concept for a label for products that are 
fully produced in country of origin. In other words, raw agricultural material is first 
processed into a final product ready for export. These processing activities should 
stimulate Small and Medium-size Enterprises (SMEs) in the country of primary 
production. Otherwise, these SMEs are left out of the loop in producing finished coffee, 
chocolate or other products found on Northern shelves. 100% PICO is, however, not a 
real independent label yet, and is at the moment mostly used by a handful of 
companies as a marketing tool. There are others, but mainly some small importers 
without such a label. However most of the initiatives started in this century. Another 
initiative, Equitrade (2010) in the UK, has stopped just this year with the ending of their 
only producing company. 

Whereas Fair Trade standards usually only apply to farming communities, PICO 
standards are mainly directed at local processors (e.g. roasters, packers, designers). 
Processors and local administration staff are paid minimum wage or more, and a PICO 
product also guarantees to generate more employment in the South through the 
stimulation of SME's (Amigos-International 2010). 
There is some overlap with existing labels. PICO products are basically organic, but 
certification may not have taken place yet. Additional organic certification is 
encouraged as an extra label recognised by consumers. Labour conditions are according 
strict rules and children are not allowed to work in the processing sector. PICO products 
are also partly Fair Trade, as the price paid to the farmer is comparable to the price paid 

to Fair Trade farmers in the same country. 
PICO allows for participation in family cultivation practices by children during leisure 
time. However, under PICO standards it is first assessed that this enriches their lives and 
does not take them away from school. 
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Alternative trade & solidarity trade  

A study in North America concluded in 2004 that fair trade in the minds of consumers 
often simply represents fair wages or producer compensation. Of course fair trade can 
also be deemed fair because it offers flexible and generous trading terms. Some fair 
trade organisations have historically made advance payments for the produce (Low and 
Davenport 2005). However, fair trade has moved away from the original alternative 
ǘǊŀŘŜ ƻǊƎŀƴƛǎŀǘƛƻƴǎ ό!¢hΩǎύ ǘƘŀǘ ǘƘŜȅ ƻƴŎŜ ǿŜǊŜΦ 9ǾŜƴ ǘƘŜ ƴŀƳŜ ΨŀƭǘŜǊƴŀǘƛǾŜΩ Ƙŀǎ ōŜŜƴ 
replaced almost everywhere: the International Federation for Alternative Trade calls 
itself IFAT ς the International Fair Trade Association since 2003. Some scholars even 
wonder whether we need alternative trading channels at all (Low and Davenport 2005). 

Alternative trade has historically been more than just about higher prices or flexible 
ǘǊŀŘƛƴƎ ǘŜǊƳǎΦ Lƴ ǘƘŜ мфтлΩǎ ŀ ƳƻǾŜƳŜƴt came about that allowed groups to attain a 
higher cause (like social justice, gender equality, preserving indigenous culture, etc.) by 
ǊŀƛǎƛƴƎ ƳƻƴŜȅ ǘƘǊƻǳƎƘ ΨŦŀƛǊ ǘǊŀŘŜΩ ς by selling crafts and commodities in the North. This 
ƛǎ ǿƘŀǘ ƛǎ ŎŀƭƭŜŘ ΨǎƻƭƛŘŀǊƛǘȅ ǘǊŀŘŜΩ (Low and Davenport 2005; LeClair 2002). Low and 
Davenport argue that fair traŘŜΩǎ ŎǳǊǊŜƴǘ ŘƛǎŎƻǳǊǎŜ ŀōƻǳǘ ǇŀȅƛƴƎ ŀ ΨŦŀƛǊ ǇǊƛŎŜΩ ŘƻǿƴǇƭŀȅǎ 
the notion of being alternative or acting in solidarity. However, Mark LeClair says the 
following about fair trade in general: 

ά¢ƘŜ ƳƻǾŜƳŜƴǘ ƛǎ ƭƛƪŜƭȅ ǘƻ ǇǊƻŘǳŎŜ ŀ ƴǳƳōŜǊ ƻŦ ƴƻƴ-pecuniary 
benefits to both producers and consumers that are not easily 

translated into monetary terms. The preservation of indigenous 
cultures and products is regarded as one of the most significant 
benefits of alternative trade, since artisans were being forced to 
abandon the production of such items and focus on goods with a 
ƘƛƎƘŜǊ ǊŀǘŜ ƻŦ ǊŜǘǳǊƴΦέ (LeClair 2002:956) 

Whereas FLO internatiƻƴŀƭ ŘƻŜǎ ƴƻǘ ŜǾŜƴ ƳŜƴǘƛƻƴ ǘƘŜ ǿƻǊŘ ΨǎƻƭƛŘŀǊƛǘȅΩ ƛƴ ƛǘǎ ŘŜŦƛƴƛǘƛƻƴ 
of fair trade, IFAT states that fair trade organisations maintain άƭƻƴƎ-term relationships 
ōŀǎŜŘ ƻƴ ǎƻƭƛŘŀǊƛǘȅΣ ǘǊǳǎǘ ŀƴŘ Ƴǳǘǳŀƭ ǊŜǎǇŜŎǘέ (Reed 2009:6). Reed uses an example 
from the Nicaraguan co-operative coffee trade as an example for solidarity trade, 
because solidarity was an explicit motivation for these kinds of projects. However 

ǎƻƭƛŘŀǊƛǘȅ ƛǎ ŀƭǎƻ ǇŀǊǘ ƻŦ ǘƘŜ ŦƻǳƴŘŀǘƛƻƴ ƻŦ wŜŜŘǎΩ ǎǘǊŀǘŜƎƛŜǎ ƻŦ ŦŀƛǊ ǘǊŀŘŜ ǿƛǘƘƻǳǘ 
corporate participation. Networks within fair trade are based on long-term relationships 
and the relational form of governance is based upon values of solidarity and social 
justice (Reed 2009). Littrell and Dickson (1997) provide a couple of other examples of 
ŀƭǘŜǊƴŀǘƛǾŜ ǘǊŀŘƛƴƎ ƻǊƎŀƴƛǎŀǘƛƻƴǎ ό!¢hΩǎύ ŀƴŘ ǎƘƻǿ ǘƘŀǘ ƻŦǘŜƴ ǘƘŜ ǇǊƻǾƛǎƛƻƴ ƻŦ ŀ 
manageable income for producers in the south was one of the most important core 
value. Often even more important than issues within the ATO, as in the case of 
SELFHELP Crafts. 
Meanwhile Arce (2009) shows how a local co-operative like Loma Linda in Guatemala 
tries to maximise welfare gains in ways that are entirely different from Western 
consumer-oriented fair trade networks, by acting on social principles. He asks the 

question whether the aim of fair trade is simply to άǇŜƴŜǘǊŀǘŜ ƳŀƛƴǎǘǊŜŀƳ ǘǊŀŘŜ ƻǊ ǘƻ 
recover the value of human value to reduce poverty, promote human rights, and 
ǇǊƻƳƻǘŜ ǎǳǎǘŀƛƴŀōƭŜ ŎǊƻǇ ǇǊƻŘǳŎǘƛƻƴέ, in light of the global debate. He then asks 
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whether they are mutually exclusive. Some authors think they are (Lockie 2008; Reed 
2009; Moberg and Lyon 2010); others are more optimistic. 

&ÁÉÒ ÔÒÁÄÅ Ȭ×ÏÒËÉÎÇ ÉÎ ÁÎÄ ÁÇÁÉÎÓÔ ÔÈÅ ÍÁÒËÅÔȭ 
CƛǎƘŜǊ ƴƻǘŜǎ ǘƘŀǘ άǎƻƳŜ ŀǳǘƘƻǊǎ ǎŜŜ ŦŀƛǊ ǘǊŀŘŜ ŀǎ ŜƳōƻŘying neo-liberal solutions to 
problems with trade, working within an efficient capitalist system, while others 
ŜƳǇƘŀǎƛǎŜ ƛǘǎ ǎƻŎƛŀƭ ǇƻƭƛŎȅ ǊŜŦƻǊƳ ƻǊƛŜƴǘŀǘƛƻƴΦέ (Fisher 2009:187-188). Lyon is one such 
author of the first category who writes a specific chapter on the neo-liberal character of 
fair trade in her new book: Fair Trade and Social Justice: Global Ethnographies (Moberg 
and Lyon 2010). Lyon and Moberg write that the fair trade movement, which in 
principal was a reaction against the neo-liberal movement, is now highly compatible 

with neoliberal reforms. Dolan (2010) writes in the same book that fair trade is not only 
premised on the logics of neoliberalism, but depends itself on the mobility of capital, 
private property and consumption.  
These accusations against fair trade spring mostly from the debate on mainstreaming 
ƻƴ ǿƘƛŎƘ L ǿǊƻǘŜ ŜŀǊƭƛŜǊΦ aƻōŜǊƎ ŀƴŘ [ȅƻƴΩǎ ŎǊƛǘƛǉǳŜ ŦƻŎǳǎŜǎ ƳƻǊŜ ŀƎŀƛƴǎǘ ǘhe FLO than 
at the entire fair trade movement and in that respect they are partly right. Though FLO 
does many things to ensure they do not just set a higher price, their continuous 
flirtations with large corporations give cause for worries. 
There are also proponents of mainstreaming, like Ruerd Ruben and Nico Roozen (Vos 
2010), of which the latter was one of the initiators of Max Havelaar in 1988. Their 
argument is that, in order to gain a bigger impact ς to reach a larger fair trade market ς 

corporations need to be involved, because they comprise of a tremendous share of the 
global markets, which makes growth and expansion possible. Roozen is now one of the 
major proponents of UTZ certified in the Netherlands: a certifications scheme which 
was developed by a corporation (Ahold). Reed (2009) calls the creation of UTZ certified 
ΨŎŀǇǘƛǾŜ ŎŜǊǘƛŦƛŎŀǘƛƻƴΩΥ ŎƻǊǇƻǊŀǘƛƻƴǎ ǿƻǊƪƛƴƎ ǿƛǘƘ bDhΩǎ ǘƻ ǎŜǘ ǳǇ ŎŜǊǘƛŦƛŎŀǘƛƻƴ ǎŎƘŜƳŜǎ 
that reflect industry concerns more closely. Of course this is clearly neoliberalism at 
play. However, perhaps we should be less concerned about corporate initiatives than 
we are now. Like Roozen argues (Vos 2010): Corporations are taking (however small) 
steps towards sustainability and this is a good thing. In this way, mainstreaming fair 
trade has its effect on conventional trade. The fair trade movement needs to be 
absolutely clear however, about what sustainability is and what is the most 

sustainable3. Nevertheless, their role should stay the same: to be the thorn in the side 
of modern neoliberal trade. 
Murray et al. (2006) also warn against the mainstreaming, but take a different point of 
view. They argue that fair trade is facing a dilemma between broadening the movement 
(more sales, bigger impact) and deepening it (maintaining and strengthening core 
values; i.e. solidarity). They conclude that the challenges they see within the movement 
ƛǎ ŀ ΨƴƻǊƳŀƭ ǇŀǊǘ ƻŦ ŀ ƳŀǘǳǊƛƴƎ ǎƻŎƛŀƭ ƳƻǾŜƳŜƴǘΩΣ ōǳǘ ǎǘǊŜǎǎ ǘƘŀǘ ŀŎƘƛŜǾƛƴƎ ōƻǘƘ Ǝƻŀƭǎ 
promises a most significant and lasting impact on fair trade and an alternative course of 
globalisation. More research is needed and fair trade needs to take a critical look at 
what they are doing. 

                                                      
3
 I will come back to the issue on sustainability in the discussion of this thesis. 
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Working towards solidarity trade  

The argument that fair trade is dependent on consumption and the mobility of capital 
(Dolan 2010) is of course a justified argument, but when it comes to commercial 
solidarity, these dependencies are inherent to this type of development. Consumption 
has become potentially an inclusive social development process (Arce 2009). However, 
the idea of solidarity trade needs continuous improvement, as not all aspects of the fair 
trade movement are virtuous, as we have seen in the critique in this chapter. 
VanderHoff Boersma (2009) argues that fair trade is still an alternative market: not a 
niche market, but a movement that begins to correct, with small steps, the dominant 
market. He recognizes that the problem of poverty is merely a symptom of an unjust 
and irrational system of trade; fair trade is meant to alter the current capitalist system. 

Whereas Low and Davenport (2005) and LeClair (2002) do not specifically link solidarity 
trade to an attempt to promote alternative economic models, Reed (2009) uses their 
examples to create this link. Such as the example of the Nicaraguan coffee being traded 
through the Netherlands to the USA to circumvent a trade embargo in thŜ мфулΩǎΦ ¢ƘŜ 
ATO Equal Exchange did indeed challenge the political and economic structures of that 
time, but it did not provide an alternative to neoliberalism. The fair trade movement as 
a whole4 was, however, a reaction to counter the effects of neoliberalism in the late 
мфулΩǎ (Moberg and Lyon 2010). Only with the formation of FLO international and the 
introduction of the standardised fairtrade label did the movement start to be seen as 
ƻƴƭȅ C[hΩǎ ŦŀƛǊǘǊŀŘŜΤ ŦŀƛǊ ǘǊŀŘŜ ŀǎ ǘƘŜ ƳƻǾŜƳŜƴǘ ŀƴŘ ŦŀƛǊǘǊŀŘŜ ŀǎ ǘƘŜ ƭŀōŜƭ ŀǊŜ ƻŦǘŜƴ 

ŎƻƴŦƭŀǘŜŘ ŎƻƴŎŜǇǘǎ ƛƴ ǘƘŜ ŦŀƛǊ ǘǊŀŘŜ ƭƛǘŜǊŀǘǳǊŜΦ IƻǿŜǾŜǊΣ ŘŜǎǇƛǘŜ ǘƘŀǘ C[hΩǎ ǎǘŀƴŘŀǊŘǎ 
seem to be the norm for fair trade thŜǎŜ ŘŀȅǎΣ !¢hΩǎ ǎǘƛƭƭ ŜȄƛǎǘ - solidarity trade still 
exists. These initiatives are just working in the shadow of FLO and sometimes even 
incorporate FLO, by showing the fairtrade seal on their products. Moreover, since FLO 
started the certification process, this institutionalisation of quality norms has generated 
a process of formal integration into the commercial orientation that guide the 
mainstream market. However, in spite of this tendency, political issues like solidarity, 
and a concern for development still, somehow, survive within the fair trade political  
movement and without. 
In this thesis I will argue that solidarity trade still exists and is something else than 
carrying a fairtrade seal. Also, I will try to argue that solidarity trade is needed, not just 

for the development work, but to help face the challenges that the fair trade movement 
is facing. 

2.2 The economic view  

From Supply Chains... 

Lawrence Busch (2007) gives a good criticism on the neo economical (NE) view on 
production chains, in favour of Supply Chain Management (SCM). Instead of just looking 
at the production chain of, for instance, coffee in Ecuador, a large amount of attention 
will also be given to ǘƘŜ ƛƴǾƻƭǾŜŘ ǇŜƻǇƭŜ ƛƴ ǘƘŜ ŎƻƳǇŀƴȅΣ bDhΩǎ ǘƘŀǘ ŀǊŜ ƛƴǾƻƭǾŜŘΣ Ǝƻŀƭǎ 
of the companies (especially with concern to development), ethical perspectives and 

                                                      
4
 The fŀƛǊ ǘǊŀŘŜ ƳƻǾŜƳŜƴǘ ƛƴ ǘƘŜ мфулΩǎ ŀƴŘ мффлΩǎ Ŏŀƴ ōŜ ǎŜŜƴ ŀǎ ŀƴ ŀƳŀƭƎŀƳ ƻŦ ƴǳƳŜǊƻǳǎ !¢hΩǎ ŀƴŘ 

fair labelling initiatives.  
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social responsibility. Busch relates that SCM is best understood as a mode of 
performance. The practitioners of this mode of performance calculate efficiencies and 
costs of production. However the data in this thesis will not be quantified, so 
calculations cannot be made. 
In SCM the micro and macro of economy flow into each other. While in NE there is a 
clear distinction. Also, the theory of the firm and the structure of the economy are so 
much intertwined and related that the distinction becomes obsolete. Instead, SCM 
takes a broader view and looks at the entire supply chain as a unit of analysis. 
Transactions within this supply chain could be viewed as either constraints, meaning 
they decrease efficiency, or as opportunities. 
The playing field is assumed to be unequal. In other words, the chances that supply 

chains have are not always equal, for example: the infrastructure in developing 
countries is often so terrible that it hinders trade. We cannot speak of a level playing 
field in such a case, nor even of a striving for it. Another example is the escalated tariff. 
In order to export finished products to most western countries, a significantly larger 
amount of taxes need to be paid, then when one wants to export raw primary products. 
However, in SCM these characteristics of the playing field are not fixed. They can be 
changed with more or less difficulty. Logistics is used to increase cost efficiency. 
In the SCM model, producers may choose on which variables of their product they wish 
to compete. Quality is not a continuum ranging from good to bad, but a product may 
contain many different qualities. A product may compete on any or all of these 

qualities. Price may be one of them, but not the only one (as in NE). Making choices is 
part of the stage of SCM, where making the right choices will say something about the 
performance of a supply chain. 
In SCM (state) policies are seen as distortions that can either be positive or negative for 
the actors involved. The dominating view is, however, that the state sets the basic 
underlying conditions for the market. The main issue is that these underlying conditions 
are subject to change, and are therefore better viewed as distortions, because they 
sound less rigid. 
Instead of being lobbyists of the state, NGO's can rather be seen as potential allies in 
improving supply chain efficiency and operation. Very good examples of this practice 
are seen in the Fair Trade domain. The Fairtrade Labelling Organisations (FLO) could, for 

example, be seen as one large NGO that tries to improve efficiency and operation of 
many farmers in developing countries, by i.e. helping them organise themselves into 
cooperatives. 
Instead of having a single clear goal, organisations in the SCM model can have multiple 
goals. They are embedded in a larger social world and often their other goals (besides 
making profit) are connected with this larger social world. For instance decreasing 
poverty in the region, or improving education in the place where the organisation is 
based. Sometimes these forms of social responsibility result in the launch of a 
foundation that takes care of social projects. 
Where NE is very economical and mathematical, we can find multiple ethical 
perspectives in the SCM model, which makes models less elegant: there is never just 

one good strategy. Welfare is not ensured by some invisible hand, but by corporate 
social responsibility. If this social responsibility is not very well developed, it is possible 
that welfare is not optimised. Therefore, looking at the social responsibility in the case-
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companies is important (Busch 2007). The supply chain management strategy is partly 
based on the commodity chain literature, which can be led back to the writings of Gary 
Gereffi (Henderson et al. 2002), who is leading in global commodity chains literature. 

...to production networks  

Supply chain management presents us with a very real way of measuring the 
performance of an economy, but fails to provide a good way of analysing an aspect of 
economy in a holistic and complete way. Just like NE, the SCM movement tries to take 
the economy into pieces before analysing it. Though it claims to obliterate the 
distinction between micro- and macro-economics, the unit of analysis is a small one: the 
value chain and its transactions and opportunities. As Busch quotes Cox (1999, in Busch 

2007): ά/ƻƳǇŀƴƛŜǎ ŀǊŜ Χ ƛƴǎǘǊǳŎǘŜŘ ǘƻ ŎƻƴǎǘǊǳŎǘ ŜǾŜǊ ƳƻǊŜ ŜŦŦƛŎƛŜƴǘ ŀƴŘ ǊŜǎǇƻƴǎƛǾŜ 
supply chains because it will no longer be company competing with company, but supply 
ŎƘŀƛƴ ŎƻƳǇŜǘƛƴƎ ŀƎŀƛƴǎǘ ǎǳǇǇƭȅ ŎƘŀƛƴΦέ Not only does SCM deny the possibility of trade 
as a developmental tool, the focus on supply chains is a limited scope, it misses the 
complex networks and relationships that are outside of demand and supply, and 
competition. 
A group of authors have taken a different point of view and started writing about Global 
tǊƻŘǳŎǘƛƻƴ bŜǘǿƻǊƪǎ όDtbΩǎύ ƛƴ ǘƘŜ ŜŀǊƭȅ нлллΩǎ (Henderson et al. 2002; Coe et al. 
2008), while at the same time Ernst (Ernst and Kim 2002) developed a similar model for 
technological production. We will take the literature of Henderson, Coe, Dicken and 

Hess as a basis for this thesis, because it provides us with a number of advantages over 
supply chains or commodity chains. 
The first reason to favour GPN is that SCM still has a very linear view, because it focuses 
ƻƴ ΨŎƘŀƛƴǎΩΣ ǘƘŜ Ŧƭƻǿ ƻŦ ŀ ǇǊƻŘǳŎǘ ŦǊƻƳ ƻƴŜ ǇǊƻŘǳŎŜǊ ǘƻ ǘƘŜ ƴŜȄǘ ǘƻ ŀŘŘ ǾŀƭǳŜΦ ¢Ƙƛǎ 
makes it also a very vertical model. A focus down the chain. While in reality such 
processes are very multi-dimensional, multi-layered forms of economic activity. 
¢ƘŜǊŜŦƻǊŜ ǘƘŜ ǘŜǊƳ ΨƴŜǘǿƻǊƪΩ ƛǎ ƳǳŎƘ ƳƻǊŜ ǎǳƛǘŀōƭŜΦ Dtb ƛǎ ŀ ƳƻŘŜƭ ŎƻƴǎǘǊǳŎǘŜŘ ƻƴ ŀ 
foundation of actor-network theory (ANT), which puts emphasis on relations in 
heterogeneous networks (Henderson et al. 2002). Just like SCM the ANT also rejects 
dualisms like global-local (macro-micro) and structure ς agency. The people that are 
involved are central, people that have their own story; information flows in all direction 

in a 'value chain'. It would certainly be more interesting to move to a 'network' view, 
which is not fixed, linear or unidirectional. Levy (2008) argues as well that the use of the 
term network implies multiple relational forms and directions and avoids a linear 
ŎƻƴƴƻǘŀǘƛƻƴΦ CǳǊǘƘŜǊƳƻǊŜΣ ǘƘŜ ǘŜǊƳ ΨƴŜǘǿƻǊƪΩ ŀƭƭƻǿǎ ŦƻǊ ǘƘŜ Ŝxploration of political and 
social dimensions of market power. Actors are connected "in dense webs of 
informational and material interdependence" (Raynolds 2002). Raynolds calls 
commodity networks complex, dynamic and fluid. These three elements are important 
to keep in mind. They will also come back in McGee's policy framework, where history is 
an important context that determines dynamism and fluidity (McGee 2004). 
Secondly, SCM (and certainly global commodity chains - GCC) is very much focused on 
the ΨcommodityΩΣ ǿƘƛƭŜ ǘƘŜ ǿƻǊŘ ΨǇǊƻŘǳŎǘƛƻƴΩ ǿƻǳƭŘ be a better choice. Raynolds (2002) 

for example introduces the concept 'commodity networks'. She puts emphasis on 
commodity relations and the idea of material flows across production and consumption 
arenas. In other words, there are material (but also information) flows in all directions 



Beyond fair trade: Agro-processing in the South 

17 
 

within the network of a commodity. IƻǿŜǾŜǊΣ wŀȅƴƻƭŘǎΩ ǳǎŜ ƻŦ ǘƘŜ ǘŜǊƳ ΨŎƻƳƳƻŘƛǘȅΩ 
may result in some confusion according to Levy (2008), because the term is often used 
to refer to standardized (undifferentiated and low-margin) products, which are to a 
certain degree fixated in time and space. Perhaps this may be true for some forms of 
production, but not for all. There is a preference for the term production networks, 
because production implies not only economic activity, but also social processes 
involved in producing goods and services and the reproduction of knowledge, capital 
and labour power: the social processes behind economic activity (Levy 2008; Henderson 
et al. 2002)Φ wŀȅƴƻƭŘǎΩ ǳǎŀƎŜ ƻŦ ǘƘŜ ǘŜǊƳ ΨŎƻƳƳƻŘƛǘȅΩ ǎǘƛƭƭ ŦƻŎǳǎŜǎ ǘƻƻ ƳǳŎƘ ŀǘǘŜƴǘƛƻƴ 
on the flow of goods, despite thŜ ǳǎŜ ƻŦ ǘƘŜ ǘŜǊƳ ΨƴŜǘǿƻǊƪΩΦ 
In addition to the SCM model as described in the previous sub-chapter, GPN recognizes 

that firms, governments and other economic actors have different priorities and have a 
relative autonomy vis-á-vis each other and their networks. Input ς output structures are 
ƛƳǇƻǊǘŀƴǘΣ ōŜŎŀǳǎŜ ƘŜǊŜ ǾŀƭǳŜ ƛǎ ŀŘŘŜŘΦ ¢ƘŜ ΨǇƭŀŎŜΩ ƛǎ ŀƴ ƛƳǇƻǊǘŀƴǘ ŀǎǇŜŎǘ ƻŦ ŀ 
company, because it constitutes the institutional sphere (Henderson et al. 2002). 
The methodology of GPN analysis involves attention to the networks and the 
distribution of power within them, the significance of labour and the processes of value 
creation and the institutions that infƭǳŜƴŎŜ ŎƻƳǇŀƴƛŜǎΩ ǎǘǊŀǘŜƎȅΦ 
Six years after letting the theory loose in the academic world, some criticism was 
gathered by three of the same authors of the 2002 article (Coe et al. 2008). The GPN 
literature that had risen during those years focused (just like GCC literature) too much 

on competitiveness and was not enough critical. Coe et al. formulated a number of 
additions to the framework. Firstly, the circulation processes are fundamental. They 
argue that the nodes of the network are actually connected through these circulation 
processes. To illustrate this, they mention the logistics problem as being absolutely 
central. Naturally, circulation and logistics are part of the economic activity, however, 
fair trade research has focused too much on the circulation of commodities (Moberg 
and Lyon 2010; Reed 2009; Murray et al. 2006; Lockie 2008) without paying attention to 
commodity processing or production within the network. In other words: the adding of 
value is hardly researched. When Henderson et al. (2002) ŘŜǎŎǊƛōŜ ΨǾŀƭǳŜΩ ŀǎ ƻƴŜ ƻŦ 
their key concepts, they only describe the creation, enhancement and capturing of 
value, not the possibility of adding value on site. 

Secondly, they emphasize the importance of the activities inside the firm. Where most 
of the inter-firm relationships are researched in the current GPN literature, the intra-
firm relationships are neglected, while they are at least as important to understand the 
production network. Although the GPN framework has been designed for bigger firms, 
even within small organisations there are power differentials. 
Thirdly, production is unequivocally connected to the environment. With the exception 
of services or virtual products, production is always place-based. Hence, there is always 
a relationship between the production of goods and the natural environment. In fact, 
not only production is related to the environment, but also consumption, which is a 
direct result of production in the first place. One could say that production is not only 
directly interlinked with the natural environment, but also indirectly, through 

consumption. Coe et al. (2008) argue that production networks are systems of material 
flows and balances. 
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Although the global production network framework is mostly directed at transnational 
ŎƻǊǇƻǊŀǘƛƻƴǎ ό¢b/ΩǎύΣ ǘƘŜ ŦǊŀƳŜǿƻǊƪ ƛǎ ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ ŎƻƳǇƭŜte that currently exist 
and can be easily adapted to be used for the cases in this thesis. One point of critique 
ƘƻǿŜǾŜǊ ƛǎ ǘƘŜ ǳǎŜ ƻŦ ǘƘŜ ǿƻǊŘ ΨƎƭƻōŀƭΩΦ IŜƴŘŜǊǎƻƴ Ŝǘ ŀƭΦ (2002) introduce the word in 
ǘƘŜ ƴŀƳŜ ƻŦ ǘƘŜƛǊ ŦǊŀƳŜǿƻǊƪ ŀǎ ƻǇǇƻǎŜŘ ǘƻ ǘƘŜ ǘŜǊƳǎ ΨƛƴǘŜǊƴŀǘƛƻƴŀƭΩ ŀƴŘ 
ΨǘǊŀƴǎƴŀǘƛƻƴŀƭΩΦ Lƴ ǇǊƛƴŎƛǇŀƭΣ ǘƘŜ ǘŜǊƳ ΨƎƭƻōŀƭΩ ƛǎ ƳƻǊŜ ŎƻǊǊŜŎǘΣ ōŜŎŀǳǎŜ ƛǘ ƛǎ ƭŜǎǎ ǎǘŀǘŜ-
centric, but sƛƴŎŜ ǘƘŜǊŜ ƛǎ ƻƴƭȅ ƻƴŜ ΨƎƭƻōŜΩΣ ǘƘŜ ŀŘŘƛǘƛƻƴ ƻŦ ǘƘŜ ǿƻǊŘ ōŜŎƻƳŜǎ ƛǊǊŜƭŜǾŀƴǘΦ 
Moreover, the production network framework incorporates the idea that each network, 
however small, is never entirely a local network and that thus the global-local 
dichotomy in this framework is purely conceptual and unrealistic. 
According to Raynolds (2002), there are three analytic tools that can contribute to the 

ŀƴŀƭȅǎƛǎΦ Ψ/ommodity networksΩ is the second analytic tool. The first tool are the actors 
and their actions (and experiences), which is incorporated in the production network 
όtbύ ŦǊŀƳŜǿƻǊƪ ƛƴ ǘƘŜ ƴƻǘƛƻƴ ƻŦ ΨǇǊƻŘǳŎǘƛƻƴΩ ƛƴǎǘŜŀŘ ƻŦ ŎƻƳƳƻŘƛty. Coe et al argue that 
άΧ ƳŀǘŜǊƛŀƭ ŜŎƻƴƻƳƛŎ ǇǊƻŎŜǎǎŜǎ ŀǊŜ ǘƘŜƳǎŜƭǾŜǎ ǇŀǊǘ ƻŦ ΨƴŀǘǳǊŜΩ ŀǎ ǿŜƭƭ ŀǎ ƻŦ ǘƘŜ 
ΨƭƛŦŜǿƻǊƭŘΩΣ ǘƘŜ ƛŘŜƴǘƛǘƛŜǎΣ ŘƛǎŎƻǳǊǎŜǎΣ ǿƻǊƪ ŎǳƭǘǳǊŜǎ ŀƴŘ ǘƘŜ ŎǳƭǘǳǊŀƭ ŜƳōŜŘŘƛƴƎ ƻŦ 
ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅέ (Coe et al. 2008:271). The life-worlds theory can indeed be used well 
and in combination with the 'following' method (see chapter 2.4). 
The third analytic tool is convention theory. The last one, she writes, is important 
because with a network analysis, it is easy to lose sight of network politics, 
"understating differential power relations between key actors". Without having to rely 

on conventions theory, the policy aspect of fair trade and added value production will 
be accounted for in this thesis, by using a policy framework by McGee. Of course, the 
political factors are built into the PN framework: as Levy argues: άDtbΩǎ ŀǊŜ 
simultaneously economic and politicaƭ ǇƘŜƴƻƳŜƴŀΦέ .ǳǘ ŀƭǎƻΣ ǘƘŜȅ άǊŜǎŜƳōƭŜ ŎƻƴǘŜǎǘŜŘ 
organizational fields in which actors struggle over the construction of economic 
relationships, governance structures, institutional rules and norms, and discursive 
ŦǊŀƳŜǎέ (Levy 2008:944). 

Associative economy  

In this sub-chapter I would like to explore the theory on cooperation. Weaving different 
theories together in an experimental way. Starting with co-operatives and working 

ǘƻǿŀǊŘǎ ŀǎǎƻŎƛŀǘƛǾŜ ŜŎƻƴƻƳȅ ŀƴŘ ŜǾŜƴ ΨƴŜǿ ŎƻƳƳƻƴǎΩΦ  
Cooperatives are a part of fair trade: in order to gain a fairtrade label, it is necessary to 
organise a cooperation of the farmers to enter the fair trade market. These 
cooperatives are peasant organisations, some more active than others, that challenge 
the status quo. Their role is to make the peasants stronger, to empower them, to fight 
poverty and to promote democracy. Cooperatives are an important balance to 
corporate power (Burke 2010). However, cooperatives do not always guarantee social 
development as we see in some fair trade cases (Burke 2010), but they can provide 
significant social and economic benefits. Even more important, they can provide a space 
for political and economic actions and thus provide empowerment for the cooperative 
group. 

 
Besides in the fair trade movement, cooperatives are becoming more important in the 
organic movement as well. The historic origin is, however, different. While cooperation 
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in fair trade comes from the need to unite individual small farmers, cooperation in 
organic agriculture (and especially bio-dynamic agriculture) comes from the theories of 
the social threefold by Rudolf Steiner5Φ {ǘŜƛƴŜǊΩǎ ŀǎǎƻŎƛŀǘƛǾŜ ŜŎƻƴƻƳȅ ƛǎ ōŀǎŜŘ ƻƴ 
cooperation, instead of competition like in concurrent capitalism. The idea is that 
valuable time and energy is wasted when trying to thwart your competitor. The 
associative economy is based on small business in larger networks (Steiner 1919; Nurse 
n.d.). So the associative economy is not only based on cooperation in a vertical 
dimension, but on multilateral cooperation. This is also related to what Bäcchi (2010) 
says, to promote more cooperation in creating better trust relationships. Indeed, 
VanderHoff Boersma (2009) argues that in fair trade, there is a relationship between the 
organised producers and the organised consumers. However, the consumers are not so 

much organised and the producers only within their own system. Although VanderHoff 
Boersma rightly argues that reducing the distance between producers and consumers is 
elemental for success of fair trade. This can be seen in Community Supported 
Agriculture (CSA) which basically is a synthesis of producer and consumer cooperatives 
(Mooney 2004). Also, the fair trade movement needs to make alliances with other 
movements to change the current trade system. 
In the Dutch economy, cooperatives are nothing new: the rabobank has been a 
cooperative bank since the start. However, in the organic sector, cooperation is raised 
to a higher level. While a small organic shop in the student city of Wageningen is 
bringing producers and consumers closer together through associations, the Estafette 

association is doing the same as a wholesaler. The Estafette association is a group of 
smaller associations: 12 stores and a wholesaler. The construction is a limited 
partnership6, where only the sleeping partner (Sleipnir foundation) is a real owner of 
the business. The result of all this is that a company like this can never be sold just like it 
often happens in the regular economy. Furthermore, the shops and the wholesaler are 
in closer contact to each other. They work together more (Otters 2008). On the other 
hand, the organic shop in Wageningen initiated a consumer association in order to 
involve the consumers more in company policy. The food network is thus made stronger 
and the actors more tied together. 
Koos Bakker of the Estafette association places ownership to discussion. He asks himself 
whether ownership gives you the right to do with your company as you please, or 

whether you have a responsibility also towards the customers who helped build the 
company. And should surplus capital, or profit, go to the owner, or should we first make 
sure that the employees are paid sufficiently (Otters 2008)? 
 
The ideas of cooperatives and associative economy can be connected to two broader 
ideas. The first is that of social economy (Moulaert and Ailenei 2005) and the other to 
the new commons (Charlotte Hess 2008). 

                                                      
5
 I realise that referencing ǘƻ {ǘŜƛƴŜǊ ƛǎ ǳƴŎƻƴǾŜƴǘƛƻƴŀƭΦ .ŜŎŀǳǎŜ ƻŦ {ǘŜƛƴŜǊΩǎ ŀƴǘƘǊƻǇƻǎƻǇƘƛŎ ǘƘŜƻǊƛŜǎΣ ƘŜ 

is avoided by scientist even in the organic agriculture sector. However, he is at the basis of the organic 

movement in the Netherlands and the German speaking countries and I believe the basis of his theory on 

associative economy may help the discussion on alternative economy further. 
6
 In Dutch: Commanditaire Vennootschap (CV) 
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Unfortunately, social economy is still a somewhat vague term without a clear definition, 
but we are able to say what it is and what it is not. Moulaeart and ailenei argue that a 
general definition does not do right to the broad background of the social economy, but 
they can offer some guiding principles. The first is to refute the polarising views on 
production, distribution and exchange: άǎƻŎial economy develops as a permanent 
stream of inventions of various social mechanisms, mixing market exchange, state 
intervention, collective civil sector organisation based on social movements driven by 
ǎƻƭƛŘŀǊƛǘȅ ŀƴŘ ǊŜŎƛǇǊƻŎƛǘȅέ (Moulaert and Ailenei 2005:2049). Another aspect of the 
social economy is social innovation, which means innovation in social relations and in 
ways of satisfying needs. 
Current definitions of social economy, as Moulaert and Ailenei (2005) write, have a 

couple of things in common: First, they focus mainly on production; second, they focus 
on needs which are often neglected by either market or state; third, there is an explicit 
link between social economy and local development; fourth, there is an explicit 
reference to soliŘŀǊƛǘȅ ŀƴŘ ǊŜŎƛǇǊƻŎƛǘȅΤ ŀƴŘ ŦƛŦǘƘ ǘƘŜǊŜ ƛǎ ŀ ŎƻƴŎŜǊƴ ŀōƻǳǘ ΨƘƛƎƘŜǊ ƭŜǾŜƭǎ 
ƻŦ ƎƻǾŜǊƴŀƴŎŜΩ όǿƘƻ ǿƛƭƭ ƎǳƛŘŜ ǘƘŜ ǎƻŎƛŀƭ ŜŎƻƴƻƳȅΚύΣ ǿƘƛŎƘ Ŏŀƴ ōŜ ǎǘŀǘŜǎΣ ōǳǘ ŀƭǎƻ 
ǎƻŎƛŀƭ ƴŜǘǿƻǊƪǎΦ ¢ƘŜ ǎƻŎƛŀƭ ŜŎƻƴƻƳȅ ƛǎ ǇŀǊǘƭȅ ōŀǎŜŘ ƻƴ ǘƘŜ CǊŜƴŎƘ ΨŜŎƻƴƻƳƛŜ ǎƻŎƛŀƭŜΩ 
ŀƴŘ ΨƳǳǘǳŜƭƭŜǎΩΣ ǿƘŜǊŜ ǎƘŀǊŜŘ ŎƻƴǘǊƻƭ ŀƴŘ ƻǿƴŜǊǎƘƛǇ ǊŜƭŀǘƛƻƴǎ ŀǊŜ ƛƳǇƻǊǘŀƴǘ ŀǎǇŜŎǘǎ 
for reproduction of its institutions. Here is a link to be made with the associative 
economy. 
 

Hess (2008) ƎƛǾŜǎ ŀƴ ƻǾŜǊǾƛŜǿ ƻƴ ǘƘŜ ƭƛǘŜǊŀǘǳǊŜ ƻƴ ǘƘŜ ΨƴŜǿ ŎƻƳƳƻƴǎΩ ƛƴ ƘŜǊ ŀǊǘƛŎƭŜΦ Lƴ 
her closure, she tries to come up with a good definition, which she does, albeit a very 
inclusive one. 

ά! ŎƻƳƳƻƴǎ ƛǎ ŀ ǊŜǎƻǳrce shared by a group where the resource is 
vulnerable to enclosure and social dilemmas. Unlike a public good, it 
ǊŜǉǳƛǊŜǎ ƳŀƴŀƎŜƳŜƴǘ ŀƴŘ ǇǊƻǘŜŎǘƛƻƴ ƛƴ ƻǊŘŜǊ ǘƻ ǎǳǎǘŀƛƴ ƛǘΦέ ΧŀƴŘΧ 
άŀƭǎƻ ƳƻǾŜƳŜƴǘǎ ŀƛƳŜŘ ŀǘ ŎƘŀƴƎƛƴƎ ǘƘŜ ǿŀȅ ǇŜƻǇƭŜ ǘƘƛƴƪ ŀƴŘ 
behave. The idea of the commons provides an alternative to the 
private-ǇǳōƭƛŎ ŘƛŎƘƻǘƻƳȅΦέ (Charlotte Hess 2008:37) 

 
!ŎŎƻǊŘƛƴƎ ǘƻ IŜǎǎΣ ǘƘŜ ŦŀƛǊ ǘǊŀŘŜ ƳƻǾŜƳŜƴǘ ŎƻǳƭŘ ōŜ ŀ ΨƴŜǿ ŎƻƳƳƻƴǎΩΥ Lǘ ƛǎ ǾǳƭƴŜǊŀōƭŜ 
to enclosure (hijacking by corporations) and is rife with social dilemmas (as we 
discussed above). Moreover, fair trade is a movement aimed at changing the way 
people think and behave. However, the literature on fair trade as a commons is very 
ƭƛǘǘƭŜΦ Lƴ IŜǎǎΩ ōƛōƭƛƻƎǊŀǇƘȅΣ ƻƴƭȅ по ŀǊǘƛŎƭŜǎ ǘǳǊƴ ǳǇ ǿƘŜƴ ǎŜŀǊŎƘŜŘ ŦƻǊ ΨŦŀƛǊ ǘǊŀŘŜΩ 
(Charlotte Hess 2010) (Bacon et al. 2008; Bryant and Goodman 2004; Murray et al. 
2006; Utting-chamorro 2010; Nemarundwe, Ngorima, and Welford 2008); searching for 
ΨǎƻƭƛŘŀǊƛǘȅ ǘrade yields even less: only 4 articles (Bryant and Goodman 2004). 
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2.3 The political view  

A policy framework  

Like Fisher (2009) argues, we need an approach to policy that moves away from an 
abstract lineal model. McGee (2004) comes up with a model that places much more 
emphasis on the dynamic and multi-layered aspects of policy. She defines policy as a 
combination of knowledge, actors and spaces. Knowledge is necessary to be able to 
base decisions on. However, the concept of knowledge is a broad one. McGee 
distinguishes between produced knowledge, which is produced (in the form of surveys, 
etc.) for the purpose of policy-making; and constructed knowledge. This last type of 
knowledge is constructed by a range of actors and includes experience. This last type of 

knowledge is difficult to incorporate, however, because it is less visible or explicit. Only 
by asking specific questions in interviews is one able to regenerate these experiences so 
they can be narrated in the thesis. 
McGee counts as actors all people that have some role in policy processes, within 
governments and without. "Actors hold opinions and interests; they are embedded in 
institutional and political cultures; they exercise agency." So actors have power in a 
larger or lesser degree and with an ever changing composition of actors there are 
complex power dynamics. 
Spaces are multiple points in time and space where policy-making takes place. "The site 
where these things happen, as well as the happenings themselves, is part of what 

constitutes the policy space, although policy spaces are not exclusively, nor even mostly, 
physical spaces." According to Raynolds (2002), actors are able to extend their reach 
over space, making it possible to act at a distance. Just as in commodity production, 
large distances are not so problematic anymore in this globalised world. The social 
distance between consumers and producers can be 'shortened' as Fair Trade 
demonstrates. 
Outside these 3 elements of policy-making, McGee places the importance of Power 
relations, History, Culture and Political economy. These make up the context in which 

policy-making takes place. These elements of the context all shape the elements of 
policy-making. Between actors, there are different power relations; these can change 
over time, just like networks can. Again, the concepts fluidity and dynamics contribute 

to this complex reality. 
For the use of this policy framework in studying fair trade and added value production, 
we need to include situated practices and commodities to understand everyday politics 
and practices (Fisher 2009). With the help of this framework, we can ask questions 
about how producers in the fair trade market experience and negotiate policy changes 
in a similar way that Arce does in his article (Arce 2009). He shows us, for example, that 
producers are not simply dealing with one FLO, but that there are different policy 
orientations from different fair trade actors in the region. Arce brings the struggles and 
negotiations between these policy orientations to light. Fisher points out further that 
Arce shows there is a process through which local power is distributed through fair 
trade politics. His study shows the importance of network dynamics and power relations 

in a study of fair trade. 
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Participation and democracy  

The challenge for the market is άǘƘŜ ǳǊƎŜƴǘ ƴŜŜŘ ǘƻ ƛƴǘǊƻŘǳŎŜ 
ŘŜƳƻŎǊŀŎȅ ƛƴǘƻ ǘƘŜ ŎǳǊǊŜƴǘ ƳŀǊƪŜǘ ŜŎƻƴƻƳȅ ƳƻǊŜ ōǊƻŀŘƭȅ ŘŜŦƛƴŜŘΦέ 
ά¢ƘŜ ōŀǎƛŎ ŜƭŜƳŜƴǘǎ ƻŦ ŘŜƳƻŎǊŀŎȅ ƛƴ ǘƘŜ ŦŀƛǊ ǘǊŀŘŜ ƳŀǊƪŜǘ ώΧϐ ŀǊŜ 
also needed to correct this democratic deficiency in the dominant 
ǿƻǊƭŘ ƳŀǊƪŜǘέ (VanderHoff Boersma 2009:59) 

VanderHoff Boersma argues that the current neo-liberal trade regime impedes any form 
of democracy in trade. Power brokers within market structures are so strong and 
influential, that the interest of the powerful counts. Again, he stresses that poverty is 

not the problem, but a lack of democratic control is. The economy is in the hands of 
mostly undemocratic institutions (like the World Bank, IMF, etc.) and large corporations. 
While not perfect, as we have described above (Reed 2009; Lyon 2006; Tallontire 2009), 
the fair trade movement must develop its democratic practice further. Fair trade must 
involve Southern producers more into decision making. 
Linking the concept of democracy to the former discussion sub-chapters, Mooney 
(2004) argues that within cooperatives, the democratic structure exists in tension with 
the capitalist structure. But perhaps that is where the cooperative becomes a commons, 
because άώŎƻƻǇŜǊŀǘƛǾŜǎϐ ƳŜŜǘ ƴŜŜŘǎ ǘƘŀǘ ŀǊŜ ǎƛƳǇƭȅ ƴƻǘ ƳŜǘ ōȅ ǘƘŜ ƭŀǊƎŜǊ ŎŀǇƛǘŀƭƛǎǘ 
ǎŜŎǘƻǊέ (Mooney 2004:82) nor by the state. Nevertheless, cooperatives tend to work 
with a democratic policy structure and work within a capitalist system. Active 

democratic participation is needed to keep multiple goals on the table within an 
enterprise. 
 
In a post-structuralist tradition, Leach and Scoones (2005) contribute a theory of 
citizenship, with the assumption of people as having multiple and overlapping subject 
positions. One person can be a woman, a farmer and a Muslim, and thus belong to 
several sub-groups. They redefine citizenship as άǇǊŀŎǘƛŎŜŘ ŜƴƎŀƎŜƳŜƴǘ ǘƘǊƻǳƎƘ 
ŜƳŜǊƎŜƴǘ ǎƻŎƛŀƭ ǎƻƭƛŘŀǊƛǘƛŜǎέ (ibid:29). However, these new processes of social and 
political interaction are often very messy and unstable. For instance solidarity between 
people whose livelihoods are being threatened by the construction of a dam. On the 

other hand, people have citizenship on different levels, creating sub-politics on different 
levels as well: on a national level, but also on a global level. People come together to 
protest against new national policies like cuts on education, but just as well people 
come to protest at the G20 top meetings against global issues. 
Citizenship is thus associated with people that participate and are able to participate. 
The concept has become a very plural concept. Citizens are what they are, through 
several groups and sub-politics. Citizenship is no longer a concept that belongs to the 
context of the nation-state. One can practice citizenship by forming a sub-ƎǊƻǳǇ ƛƴ ƻƴŜΩǎ 
company to improve working conditions, but also by joining global citizen actions. Those 
who cannot act on a global level are still affected by global processes and may take 
different courses of action on a different scale. 

Democratic participation is about citizenship and practicing it freely. People have 
different ways of forming social solidarities. And the context should be non-restraining. 
Political marginalization, lack of resources or a sense of distance or alienation from the 
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public debate are all constraints for citizenship (Leach and Scoones 2005). In other 
words, to increase democratic participation, fair trade should improve the social 
environment as well by decreasing political marginalization (empowerment), increasing 
resources (reduce poverty) and actively educate people about the public debate. 

2.4 To follow things and experiences  

Although perhaps not intentionally, the production network model is utilised quite well 
in a case study by Ian Cook (2004). In his study where he studies the supply chain of 
papaya, he follows the papaya from the tree to the consumer, all the while providing a 
narrative of the people working in the different sectors: of the social context. Although 
Cook does not provide us with a clear analysis or a conclusion, his writing style is 

appealing and very expressive. Moreover, his writing style invites the reader to form his 
/ her own conclusion about the research subject.  
What Cook tries to do (2006) is to 're-connect' production and consumption of food. 
Though he focuses very much on the commodity, this is 'only' his focus, his form of 
organising the events: everything around this commodity, like the people that work 
with it, can become part of the story. Cook asks himself whether there should even be 
any limitations on what can be part of this food story. Post disciplinary research is what 
he argues. Taking a most holistic view as possible. 
The experiences of the people involved are the most essential to tell their story. Their 
individual knowledge frames or life-worlds need to be mapped out, if we are to 

understand them. Life-world is a concept originally coined by Schutz and Luckman 
(1973), meaning the reality that is taken largely for granted of a normal adult. The 
authors argue that by this taken-for-grantedness, experiences are mostly unquestioned. 
A life-world is not a private world, but it is intersubjective: it can be a shared reality. 
Furthermore Coe et al. (2008) argue that systems are always culturally embedded in the 
life-worlds. The life-ǿƻǊƭŘǎΣ ƻǊ ΨǎƻŎƛƻ-ŎǳƭǘǳǊŀƭ ŎƻƴǎǘǊǳŎǘƛƻƴΩΣ ƘŀǾŜ ǘƻ ōŜ ǘŀƪŜƴ ƛƴǘƻ 
account. 
We now have a number of frameworks to use for analysing the results, but additionally 
the open and clear form of writing á la Cook will invite the reader to form his / her own 
conclusion while being involved in the analysis used in this thesis. In this way, were this 
thesis to be made available to the public, other academics would be able to add or 

apply criticism to it. 
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3 METHODOLOGY 

This research is built around the production network theory, a political framework and the 
life-world theory. All of these theories are based upon actors: the production network 
theory is based partially on Actor Network Theory (ANT), the political theory deals with 
power relations between actors and the life-world is almost exclusive to individual actors. 
Where the theoretical framework has shown us the (actor-focussed) goggles we may use 
when analysing the data, or the theoretical methodology, an elaboration on the practical 
methodology will explain how the data was obtained. From the theoretical methods, it 
seems only logical to use a variety of qualitative methods. 
It was however not possible to follow the commodities entirely, like Cook does ƛƴ Ƙƛǎ ΨŦƻƭƭƻǿ 

ǘƘŜ ǘƘƛƴƎΩ (Cook et al. 2004), due to time restraints as well as a lack of possibility to travel for 
example to the USA. Although there has been contact with a distributor in Europe, the focus 
is on the processing industry. The reason for this is that this is the most important element in 
the production network, because here it is fundamentally different from the dominant 
market. In addition, it is the development of the local economy that is important. It is 
assumed that at the farm level, there are hardly any significant differences with regular fair 
trade, while any differences at the importer/distributor level are unimportant to the local 
development. That is not to say these elements of the production network are not 
interesting, but because of time restraints, I rather choose for two local processing plants, 
than following the product the whole way. The workplace is the central stage in this 
research. 

During my final weeks of my internship at Amigos International (the importer of EScoffee) I 
started out with an explorative literature research. Trying to find out what had been written 
on the subject of Fair Trade and the export of finished products already. Part of this 
literature study was also done later, in the writing phase. Furthermore, some of this 
literature can be used to support or explain the experiences of the informants, see also the 
previous chapter. 
Not long after finishing the internship and the research proposal, I flew to Ecuador on the 
21st of April. After a few weeks of language training and establishing contact in the capital 
Quito, the planned chocolate case (Pacari chocolate) was initially postponed and research 
began with EScoffee in Guayaquil. I was able to share the apartment of the sales manager, 

so participant observation was one of the first methods I could start on. I had already met 
the director, Rendón, in Rotterdam before, so he was happy to have me in his office the next 
month. Meanwhile I got ample opportunity to observe the workplace at times. These 
observations were noted down in moments when there was a chance to do so. Participant 
observation is important to gain an empathical understanding of the people that work in the 
chocolate and coffee sector (Cook and et al. 2006). Furthermore, I attended some meetings 
and had lunch with workers from the office.  
When I returned to Quito for the chocolate case, the director with whom I had established 
contact directly tried to stall me at first, not returning my calls and refraining from giving a 
direct answer. Finally he turned my request down and I spent some time looking for a new 
case and establishing contact. The reason that the director gave me was a lack of time, but 

from my other cases I learned that perhaps he was also having some trouble in the 
company. The recent raise of the minimum wage was not an improvement for everybody. 
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My girlfriend told me to perhaps look at Kallari chocolate for a case study. It took some 
weeks to get contact with the directive board. They had to decide together, of course, on 
what my place would be at the company and on what I could possibly give in return. With 
less than a month left in the country I moved to Tena for three weeks to continue my study 
there. For a large part I conducted the same strategy: I worked in the office so I was able to 
observe well and held interviews when I could. This was often difficult, because many 
employees and also the board of directives frequently went outside the office to visit 
farmers or the factory in Quito. 
 
In the case of EScoffee I first conducted surveys to get a general view of the workers. On the 
basis of these surveys I could make a selection of whom I wished to interview. However, due 

to time restraints a preliminary survey round in the case of Kallari was not possible and so a 
different strategy was used to select interviewees. Questions that were asked in the surveys 
are related to direct welfare effects, such as worker income, total household income, capital 
resources and welfare perception (now and future perception). There were questions about 
demographics (as well about the whole household), educational background, place of birth 
(and where one has grown up) and satisfaction with their job and wages. With the 
information I gained with the survey, there could be created a general overview of the 
people that work for the company. Who they are, where they come from. A rough sketch 
can be made of their history. With this sketch, the differences between the workers were 
mapped out, making it possible to select a diverse group of people for the interviews. 

Especially demographics (age, gender, income, educational background) gave clear 
differences. 
Because the research method is a critical case study and comprises for a large part of life 
history research (of the companies, as well as of the workers), judgment sampling for the 
interviews was the most appropriate sampling method that could be applied for the 
interviews (Russell 1995). Besides the directors of the companies, key informants were 
chosen among the workers on the basis of an analysis of the preliminary surveys in the case 
of EScoffee. The key informants had to be diverse in one or more of the following criteria: 
age, gender, educational background and place of origin (rural / urban).  
The importance of these indicators is that gender and age differences are fundamental for 
the way a person grows up. Women have different roles then men, especially in countries 

where feminism has not been so strong. A person that was born 50 years ago has had a 
much different upbringing than someone who was born 25 years ago, and there could even 
be different views simply because of age and wisdom. The educational background is 
important for what one knows and what the future prospects are (if they can have better 
jobs or not). And also the place of origin matters to the knowledge (in the form of 
experience) that the informants have. A person grown up on a farm has different knowledge 
and viewpoints than a person that grew up in the city. I believe these four indicators 
together can present a diverse enough group of informants. More indicators would probably 
not add anything for the decision making. 
In the case of Kallari, time constraints for interviewer as well as interviewees limited the 
possibility for judgment sampling, so an anarchistic sampling method was used: to take what 

you can get. 
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Interviews were held with key-informants in the coffee and chocolate network. I interviewed 
the directors of the two companies to get a good overview of the companies and their 
histories. I also did a number of interviews with the people that work there to get a good 
picture of their experiences. These interviews were semi-structured, leaving enough room 
for the informants to express themselves in their own way. For the interviewer this meant 
that the interviews are more or less in the same structure, but keeping the possibility to 
follow leads that arise during interviews. Also, creating a list of questions in Spanish prior 
helped out a lot with any language difficulties. For this last reason, a recorder was also used, 
so answers can be written down more easily and better understood at a later time. 
Unfortunately, the recorder gave some problems during the research and two interviews 
were not recorded well. Interviews usually took between half hour and an hour, although 

some people were interviewed a second time, because more questions came up later. 
The questions in the interviews with the directors mostly concerned the history of the 
company, to build an account of what took place from the beginning. This life history will 
prove essential in highlighting the successes or failures of the company. The questions also 
dealt with economic variables like production, prices, income, growth of the company, 
investments and capital. These variables are important to show what exactly the value 
added is in numbers, but also to give a certain indication of the viability of the companies. 
These figures however were quite confidential and the few figures that were obtained 
cannot all be published in this research. There were questions meant to assess the social role 
of the company in the community: how households in the region are affected through i.e. 

investments in local facilities like schools. The ŘƛǊŜŎǘƻǊΩǎ view of the social role of the 
company can later be tested against the accounts of informants in these social projects. 
Finally there were questions on their relations with other companies or institutions: the 
impact of producing finished products for the export market, like support received or 
changes in bargaining power. This last question relates mostly to unforeseen consequences 
of adding value in production, positive or negative. 
In the questions to the workers there were some about wealth: how wealthy are the 
workers, do they make investments (i.e. their house), what is their consumption pattern? 
This is important to see any changes in wealth while working for the company. Whether 
their earnings are perhaps higher than before. Questions about perception and satisfaction: 
how do the informants perceive their life, the wages, the work and the company, do they 

identify themselves with the organisation or its products? Are they satisfied with the work 
and the wages, satisfied with their lives? Included are also questions about changes in self-
esteem. Not only welfare is important, but well-being as well. For this, questions about 
satisfaction and perception are necessary to say something about overall changes in 
happiness. There are questions that deal with empowerment and gender issues - Women 
based decision in the household / Women in high functions in the company. Empowerment 
is a mayor issue for Fair Trade, but also a stumbling block. For comparison: how do these 
two companies fare in this respect? One will find some questions about education and 
investments therein for themselves or their children. Also a question about welfare, but 
more directed at the future. Risk acceptance will also be an issue in these questions. Finally 
there were questions towards the spill-over effects, like changes in their own way of living, 

in their ability to help others out (social spill-over / membership of local organisations) or 
perhaps changes in consumption (Ruben 2008). Changes most often have indirect effects on 
people that surround the person that changes. These spill-over effects can also have a great 
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effect and need to be taken into account. All these questions will be asked in a time 
dimension: the past and the present are equally important to draw up a history. 
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4 BACKGROUND 

In order to gain a better understanding of the separate stories, which play in different 
sectors of food processing and in different areas of the country that is Ecuador, it is essential 
to know something about the background, about the history of the places and the 
commodities. This chapter will set the historical and political context of the two cases. 
This chapter is divided into three sections. Section 4.1 will tell the history of Ecuador, with 
some special paragraphs about Guayaquil and Tena, as these are the specific places where 
our stories are played. Section 4.2 will explain what coffee is all about, where it comes from 
and the troubles it has had in the past. And lastly, section 4.3 is concerned about the same 
topics, but with cacao. 

4.1 Ecuador7 

The Latin American country Ecuador is named after its location: the equator, which runs 
right through it. The country has a surface area roughly the size of Italy, about 270.000 km2. 
It has 4 main regions, including the Galápagos Islands, the coast (la Costa), the mountains (la 
Sierra) and the amazon (el Oriente). The capital, Quito, is located in the north part of the 
Sierra. However the largest, is the port city of Guayaquil, with a population of more than 2 
million. Every region has its own complex ecosystem and Ecuador holds about 17% of the 
ǿƻǊƭŘΩǎ ƴǳƳōŜǊ ƻŦ ōƛǊŘǎ όǿƛǘƘ ŀ ǎǳǊŦŀŎŜ ƻŦ ƻƴƭȅ мΣтн҈ ƻŦ ǘƘŜ ŜŀǊǘƘύΦ aŀƴȅ ƴŀǘǳǊŀƭ ōŀǊǊƛŜǊǎ 
have made travelling difficult for centuries, not in the least for the Spanish invaders. With 
the steep Andean mountains in the middle, with its many volcanoes, and the (until recently) 

impenetrable amazon rainforest in the east. Until the middle of the 20th century, Ecuador 
has been quite uninteresting economically, because no significant mineral resources are 
present. Save the recently discovered oil cache in the amazon, which is the main export 
product. Next to bananas and cacao. 
The human contrasts and cultural histories are very rich. Besides the more than 15 
indigenous peoples (with their own languages), the country houses many exotic cultures due 
to the Spanish invasion and the import of slaves from Africa. Though many of the Spanish 
ǿƘƛǘŜǎ ƘŀǾŜ ƳƛȄŜŘ ǿƛǘƘ ǘƘŜ ƛƴŘƛƎŜƴƻǳǎ ǇŜƻǇƭŜΣ ǘƘŜ ǎƻ ŎŀƭƭŜŘ ΨƳŜǎǘƛȊƻǎΩ ŀǊŜ Ƴŀƴȅ ƛƴ ǘƘŜ 
country. Several organisations make different statements about their number, but about 
80% of the population is mestizo or indigenous. About 10% is white and 10% is black. More 

than half of the people live in the coastal area, including a large part of the Afro-Ecuadorians 
and indigenous people. The Galápagos Islands were uninhabited until the Spaniards 
discovered it in 1535. 
The amazon covers about half of the country and the indigenous communities have been 
largely left alone until long after the Spanish conquest, when oil was discovered in the 
мфслΩǎΦ !ŦǘŜǊ ǘƘŀǘ ƳƻƳŜƴǘΣ ŜǾŜƴ ǘƘŜȅ ŎƻǳƭŘ ƴƻ ƭƻƴƎŜǊ ōŜ ǳƴŀŦŦŜŎǘŜŘ ōȅ ƳƻŘŜǊƴƛǘȅΦ !ƭǘƘƻǳƎƘ 
a few communities deep in the jungle are still without contact with the outside world. 
Due to the fact that Ecuador lies on the middle of the earth, there are only two seasons: dry 
summer and wet winter. The times, however, differ per main region. In the Oriente it rains 
almost year round with June to August being the wettest months. 
 

                                                      
7
 The main source of this chapter has been Gerlach (2003), unless stated otherwise. 
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Figure 4.1 Map of Ecuador (EmbassyWorld 2011) 

There is not much recorded about the pre-Incan history of Ecuador, although a few 
archaeological sites have been found. Ingapirca for example is well known. However there 
are very few in comparison with other Latin-American countries like Peru, which is well 
known for its ruins. The Incas began their conquest of modern Ecuador around 1463 and 

were heavily resisted. By 1500 the highlands were under their control. 
The Incan empire stretched along the Andes from central Chile to the south of Colombia. The 
ŜƳǇŜǊƻǊ ǿŀǎ ŎŀƭƭŜŘ {ŀǇŀ LƴŎŀ όǎŀǇŀ ƳŜŀƴǎ ΨƎǊŜŀǘΩ ƛƴ YƛŎƘǿŀύ ŀƴŘ ƛǘ ǿŀǎ ŀ ǇƭǳǊŀƭƛǎǘƛŎ ŜƳǇƛǊŜΣ 
ǿƛǘƘ ǊŜƎƛƻƴǎΣ ǇǊƻǾƛƴŎŜǎ ŀƴŘ ŘƛǎǘǊƛŎǘǎΦ ¢ƘŜ ǎƳŀƭƭŜǎǘ ǳƴƛǘ ǿŀǎ ǘƘŜ ΨŀȅƭƭǳΩΣ ŀƴ ŀƎǊŀǊƛŀƴ 
coƳƳǳƴƛǘȅ όYƛŎƘǿŀ ŦƻǊ ΨŦŀƳƛƭȅΩΣ ǘƘƻǳƎƘ ǘƘŜ ŎƻƴŎŜǇǘ ƛǎ ǘŀƪŜƴ ƳƻǊŜ ōǊƻŀŘƭȅύΦ !ǘ ǘƘŜ ŎƻǊŜ ƻŦ 
the Inca society was religion: the worship of Inti (the sun god). Land was held collectively and 
the individual as kept in second place to the collective. Much of the food was brought to 
warehouses for storage. 
When in 1527 Sapa Inca Huayna Cápac died of an unknown disease that killed thousands of 

natives (likely a European disease), his two sons, Huáscar and Atahualpa, fought over the 
empire. A five-year civil war broke out. In the end this left the Incan empire weakened and 
the Spaniards, who landed in 1526, were aided by many Indians who resented the Inca 
domination or recently sided with the losing Huáscar. The conquistadores brought diseases, 



J. Otters 

30 
 

steel weapons and horses. In 1532 Francisco Pizarro started his conquest of Ecuador with 62 
horsemen and 106 foot soldiers. A short battle in November that year already ended 
!ǘŀƘǳŀƭǇŀΩǎ ǊŜǎƛǎǘŀƴŎŜ ŀƴŘ ƘŜ ǿŀǎ ŎŀǇǘǳǊŜŘΦ hƴŜ ƻŦ Ƙƛǎ ƎŜƴŜǊŀƭǎΣ wǳƳƛƷŀƘǳƛ ǊŜƳŀƛƴŜŘ ƛƴ 
Quito to defend it. However, when he heard another group of Spaniards was coming, led by 
Benalcázar, he razed the city and evacuated it. A night attack on the Spanish troops in Quito 
was heavily resisted and the Inca resistance was broken, when Rumiñahui fled and many 
other generals surrendered. 
 
The indigenous peoples were not much better off under Spanish rule. Besides the diseases 
that the Spanish brought (measles and smallpox devastated the native population), they 
discriminated much against the locals and forced them to work on their haciendas. Where 

ǘƘŜ LƴŎŀǎ ƛƴǘǊƻŘǳŎŜŘ ǘƘŜ ΨƳƛǘŀΩ όƳŜŀƴƛƴƎ ΨƻƴŜΩǎ ǘǳǊƴΩ ƛƴ YƛŎƘǿŀύΣ ǿƘƛŎƘ ǎǇŀƴƴŜŘ ǘƘǊŜŜ 
months, the Spanish extended the mita to a full year and broadened its use. Whereas the 
Incas used it to maintain public goods, like buildings and roads, the Spanish used it to gain 
cheap and steady labour. 
In the Sierra, the natives were mostly put to work in the textile workshops, which were 
booming at the end of the 16th ŎŜƴǘǳǊȅΦ IƻǿŜǾŜǊ ǎǘŀƎƴŀǘƛƻƴ ǎǘŀǊǘŜŘ ōȅ ǘƘŜ мтнлΩǎ ŀƴŘ ǘƘŜ 
economic decline continued long after independence. At the same time, the coast became 
an exporter of cacao of increasing significance. Thus the differences in prosperity between 
the two regions stood in sharp contrast. In 1778 Charles III put forth a decree of free trade, 
which allowed up to 24 ports (instead of 7) to trade with each other and with Spain. This 

specially affected Guayaquil, which commerce was thriving by the end of that century. Most 
products went through that port and many ships were being built there. By the 18th century, 
cacao was introduced around the Guayas River basin, making transport to the port quicker 
and easier. 
By the end of the 18th century, several groups within the country were starting to grow 
discontent. Including the Spanish who were born in Ecuador (Criollos), because the imperial 
system preferred Spanish born bureaucrats and clergymen. Spanish-born people felt also 
superior to the criollos. Even the church, another point of conflict, gave preference to 
Spanish-born. When Spain was invaded by Napoleon in 1808, the criollos were the first to 
seize the throne in Quito in 1809. When the loyalist troops approached however, they easily 
handed back the power. In August 1811 a second uprising took place but was parried again 

by forces from Lima. Finally in 1822, Ecuador was one of the last to be liberated from the 
Spanish in Latin-America, by forces led by José de San Martin from the south and Simón 
Bolívar, who came down from Colombia. Until 1830, Ecuador was now part of Gran 
Colombia, including Colombia and Venezuela. A 30% tax on cacao exports and a 21,5% 
independence war debt fuelled the discontent, and when Venezuela took their 
independence in January 1830, Ecuador followed soon on May 13th. 
The republic of Ecuador granted voting rights only to rich men at first and civil wars were 
frequent because others wanted to take the power. The chasm between the white elite and 
the indigenous people were still enormous and communication and trade between the three 
regions were hindered by the Andes. Guayaquil rivalled fiercely with Quito, because most of 
the taxes collected in the coast went to Quito. Over the next decades many other reasons 

were found to fuel the conflict between the coast and the highlands. The fresh republic had 
its hands full. When the head of state wanted to extend a tribute that was originally only 
paid by the natives, to all the citizens, a revolt broke out within the Guayaquil elite and he 
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was ousted in 1845. In the next 16 years Ecuador had 10 governments and 3 new 
constitutions. Even later attempts to tax other people than the indigenous met with 
resistance. The tribute was finally abolished in 1857. But by no means were the indigenous 
people free: together with the Afro-Ecuadorians (slavery was abolished in 1851), many 
remained in a form of debt peonage. Discrimination by white people and mestizos would 
continue until late in the 20th century. 
 
During the end of the 20th century, social problems multiplied, while services waned and 
prices rose. Poverty rose, depending on the source, from 47 in 1975 to 60 or 65 per cent in 
ǘƘŜ ŜŀǊƭȅ флΩǎΦ !ǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜΣ ǿŜŀƭǘƘ ōŜŎŀƳŜ ƳƻǊŜ ŎƻƴŎŜƴǘǊŀǘŜŘΦ Lƴ Ωфо ǘƘŜ ǿŜŀƭǘƘƛŜǎǘ мл 
per cent of the people owned 55 per cent. These changes in wealth and poverty were partly 

due to IMF and bank imposed measures to obtain loans. As many of the indigenous people 
did not have any insurance or salary, these measures led Luis Macas, president of the 
Confederation of Indigenous Nationalitieǎ ƻŦ 9ŎǳŀŘƻǊ ό/hb!L9ύΣ ǘƻ ǉǳŜǎǘƛƻƴ άǘƘŜ ǇǊƛƻǊƛǘƛŜǎ ƻŦ 
ƳǳƭǘƛƭŀǘŜǊŀƭ ōŀƴƪǎ ŀƴŘ ƎƻǾŜǊƴƳŜƴǘΦέ 
The people grew weary of the many governments and learned to organise themselves 
better. Many indigenous and labour organisations arose and worked together. National 
strikes and protests became common by the end of the century. 
!ƴƻǘƘŜǊ ōƛƎ ƛƴŦƭǳŜƴŎŜ ŘǳǊƛƴƎ ǘƘŜǎŜ ŘŜŎŀŘŜǎ ǿŀǎ ΨƎƭƻōŀƭƛǎŀǘƛƻƴΩΦ wŀǇƛŘ ǘŜŎƘƴƻƭƻƎȅ ŎƘŀƴƎŜΣ 
the introduction of new telecommunication tools and the internet created radically new 
efficiencies and economies of scale. Distances became smaller and barriers between markets 

and countries disappeared. Competition increased with globalisation. Furthermore, 
expectations for better standards of living were heightened due to all the information on 
cyberspace. People were increasingly better at comparing their own situation with that of 
ƻǘƘŜǊ ǎƻŎƛŜǘƛŜǎΦ aŜŀƴǿƘƛƭŜΣ ΨŦǊŜŜ ƳŀǊƪŜǘǎΩ ōŜŎŀƳŜ ǘƘŜ ōǳȊȊ ǿƻǊŘ ŦƻǊ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƳƻƴŜȅ 
lenders. And although Ecuador reacted to globalisation much the same way as other 
countries, the change that leaders proposed was met with increasingly hard resistance. 
People had become used to stable and low prices. At the same time we saw that indigenous 
communities (re)constituted their identities and organisations in the local (Perrault 2003), 
strengthening their organisations and protests. 

Politics  

The banana boom between 1947 and 1957 brought a little more stability in the country, due 

to its effect on the economy. However, when the international supply and demand 
stabilized, the surge was over and instability re-emerged. 
The third economic boom (with cacao being the first) was launched in 1967, when Texaco 
Gulf consortium discovered big amounts of oil in the Oriente. The oil first flowed to the coast 
on June 26, 1972 through the Trans-Ecuadorean pipe line (SOTE). In 1973 Ecuador joined the 
Organisation of Petroleum Exporting Countries (OPEC), which was called to life to 
manipulate supply, to expand revenue in producing countries. From 1972 to 1980, the oil 
price climbed from $ 2,50 per barrel, to $ 35,26. In contrast to the cacao and bananas, the oil 
came from the Oriente, meaning all of the oil money was used by the government, and 
Ecuador changed rapidly. For the third time however, the government depended on a single 

export product for its revenues. Ecuadorians grew used to low taxes, prosperity and 
development. The oil revenues were so high, that domestic oil products were heavily 
subsidized. When oil prices dropped much later, changing taxes and subsidies proved very 
difficult.  
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When in 1972 the army removed head of state Ibarra (who assumed dictatorial powers after 
being elected five times), General Guillermo Rodríguez Lara increased control over state 
economy. He transferred the power from foreign companies back to the public sector. One 
of those was the oil sector. Moreover, the military created new companies, like the air 
company TAME. Despite all this effort, the public believed the oil wealth was not trickling 
down enough and Lara was removed from office in 1976. Military rule continued another 3 
years, until a new constitution was written, giving voting power to illiterates, and new 
elections were called. The military left the new president with many debts, loans and 
deficits, because they spent more than the oil boom actually brought in. The foreign debt 
had increased twentyfold. To make matters worse, the oil prices only went down after its 
peak in 1980. OPEC reacted to this development by reducing production, whilst Ecuador 

reacted by increasing it. They tried to maintain government revenues by selling more for 
ƭŜǎǎΣ ŜǾŜƴ ǘƘƻǳƎƘ Ƴŀƴȅ ƴŜǿ ŜȄǇƭƻǊŀǘƛƻƴǎ ŦƻǊ ƻƛƭ ǿŜǊŜ ǳƴǎǳŎŎŜǎǎŦǳƭΦ Lƴ Ωфн ŀ ŎƻƴŦƭƛŎǘ ǿƛǘƘ 
OPEC led Ecuador to leave the organisation and benefited from the halt on production by 
OPEC members.  
In the past decades, the oil revenues allowed the government to keep prices stable by 
subsidizing certain necessities, like staple food and cooking gas. With the oil prices down, the 
system of subsidies could not hold, the economy slowed and Ecuador entered a vicious cycle 
of inflation and recession. The International Monetary Fund (IMF), World Bank and other 
lenders were willing to help the country, but demanded that governments cut spending. This 
in turn led to heavy resistance from the public. 

From 1979 to 1984 the government followed a reformist middle course. First with Jaime 
Roldós until 1981, who tripled gasoline prices due to expensive conflicts with Peru, doubled 
the minimum wage, reduced the work week to 40 hours and allowed retirement for women 
after 25 years of work. His successor, Osvaldo Hurtado, encountered a continent wide 
economic crisis and also increased prices of gasoline and other necessities; enforced taxes 
and higher rates for the rich; devalued the national currency, the Sucre, three times; and 
placed restrictions on imports. Meanwhile he had to deal with five nationwide strikes. 
The next decade and a half was governed in more neoliberal manner with a focus on free 
markets, starting with León Febres Cordero (until 1988), followed by Rodrigo Borja (until 
1992) and Sixto Durán Ballén (until 1996). Their presidency terms were characterized by tax 
increase, higher prices for basic services and lower subsidies, and devaluation of the Sucre. A 

major social achievement was a massive literacy campaign. During this time, oil prices kept 
ŘƛǎŀǇǇƻƛƴǘƛƴƎΣ ǿƘƛŎƘ ƭŜŘ ǘƻ ŦŀƛƭǳǊŜ ǘƻ ƳŜŜǘ ǘƘŜ LaCΩǎ condition to reduce the deficit. 
Abdalá Bucaram followed in 1996 and was mostly conservative: focussing on balancing the 
budget and fixing the exchange rate to the US dollar. His promise to help the less fortunate 
was put on hold, because he felt he had to improve the economy first. This was met with 
critique already early in his presidency. In the end increased corruption and a war with Peru 
became his downfall. After a nationwide strike on February 5thΣ мффтΣ .ǳŎŀǊŀƳΩǎ ƎƻǾŜǊƴƳŜƴǘ 
was almost overthrown. However, the constitution would not allow it this way, so on 
February 6th, congress voted the president out on the basis of mental incapacity. While vice-
president Arteaga did not succeed him, the power was handed over by congress to Alarcón. 
His time was sƘƻǊǘΣ ōŜŎŀǳǎŜ ƴŜǿ ŜƭŜŎǘƛƻƴǎ ǿƻǳƭŘ ōŜ ƛƴ aŀȅ мффуΦ .ǳŎŀǊŀƳΩǎ ǎǳŎŎŜǎǎƻǊ 

revised most of the taxes downwards and laid a foundation for peace with Peru. 
But a foundation for peace was the only aid Jamil Mahuad got from his predecessors. 
Mahuad was made president on August 10, 1998, despite the fact he clearly stated 
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beforehand he would raise taxes and cut subsidies. That was exactly what he did first and 
like with Bucaram, this was met with more protests in the street. But the new president had 
little choice. The former presidents had left him with only debts. Next to that there was the 
ōƻǊŘŜǊ ŘƛǎǇǳǘŜ ǿƛǘƘ tŜǊǳΦ Lǘ ǎǘŀǊǘŜŘ ƛƴ ǘƘŜ мфплΩǎΣ ǿƘƛŎƘ ŜƴŘŜŘ ǿƛǘƘ ǇǊŜǎƛŘŜƴǘ !ǊǊƻȅƻ ŘŜƭ wƝƻ 
ΨƎƛǾƛƴƎ ŀǿŀȅΩ ŀ ŎƻƴǎƛŘŜǊŀōƭŜ ŀƳƻǳƴǘ ƻŦ ƭŀƴŘ ŦƻǊ ŀ ǇŜŀŎŜ ǘǊŜŀǘȅΦ IƻǿŜǾŜǊΣ ƛƴ мфслΣ ǇǊesident 
Ibarra declared this treaty null and void and the tension between the two countries rose 
again. While Ecuador was able to defend itself well, it could not afford an arms race, so it 
was clear that Mahuad had to finally end the conflict. A treaty was set up, where Ecuador 
lost a piece of the Tiwintza canton. Not all Ecuadoreans embraced the accord, but tensions 
were released. As a result of the peace, military spending was reduced. The army felt 
frustrated. 

9ŎǳŀŘƻǊΩǎ ŜŎƻƴƻƳƛŎ ŎǊƛǎƛǎ ƛƴ мффу ǿŀǎ aŀƘǳŀŘΩǎ ǎŜŎƻƴŘ ōƛƎ ǇǊƻōƭŜƳΦ tǊƻōƭŜƳǎ ƛƴ ǘƘŜ 
banking system were met with financial help from the government, but many bankers took 
the money and fled the country when things got worse. To prevent a collapse of the banking 
system, he ordered a large number of deposits to be frozen. When the president also 
wanted to convert the Sucre to the US dollar, protests and strikes increased, leading up to 
ǘƘŜ ƎǊŜŀǘ ΨƭŜǾŀƳƛŜƴǘƻ ƛƴŘƛƎŜƴŀΩ ǳǇǊƛǎƛƴƎΦ 
On January 21, 2000 the massive protests of indigenous people in the capital culminated in 
the capture of Congress with the help of the military. A junta was formed with Carlos 
Solórzano, Vargas from CONAIE and Colonel Lucio Gutiérrez, but this was soon dissolved by 
the military and the vice president Gustavo Noboa was inaugurated on January 22. 

Noboa took a stance against corruption immediately to strengthen his reputation. 
Furthermore, he released the bank accounts that Mahuad had frozen on February 7, but 
embraced the dollarization all the same. To make up for lost purchasing power, he raised 
minimum wage. Like his predecessors, Noboa had no choice but to raise prices and taxes and 
cut subsidies to stabilize the economy. As a result of this money was promised by the IMF. 
Noboa was successful, the economy improved. 
Noboa lost the 2002 elections to Lucio Gutiérrez, the man who helped topple Mahuad in 
2000. Gutiérrez was inaugurated in January 2003. Gutiérrez was known for supporting the 
Free Trade Area of the Americas (FTAA) and by keeping the status-quo on economic issues. 
His alliance with the USA cost him many of his indigenous supporters. In November 2004 
Gutiérrez was accused by congress parties of embezzlement for using funds, and other 

things. On April 20, 2005, following a week of massive demonstrations, the Congress of 
Ecuador, on the grounds that Gutiérrez had abandoned his constitutional duties, voted 60-2 
(38 members, including the great majority of PRE/PRIAN/PSP deputies, did not vote) to 
remove Gutiérrez from office and appointed Vice President Alfredo Palacio to serve as 
President. Palacio served from April 2005 to January 2007. One of his first proposals made 
was to hold a constitutional assembly to amend Ecuador's 1998 Constitution, but he did not 
live up to that. Nor was he able to change the course of the diminished role of the 
government and to repair the economy. 
The current president of Ecuador, Rafael Correa, was inaugurated in January 2007. His first 
term in office was due to end on January 15, 2011, but the new approved constitution 
written by the new National Assembly mandated general elections for April 26, 2009. In that 

election, Rafael Correa won in the first round with 51.9% of votes counted, enabled for the 
first time since 1979, a representative to be elected without having to face a second round. 



J. Otters 

34 
 

Correa began a new term in office due to end on August 10, 2013, which could be extended 
by re-election until 2017 (Conaghan and de la Torre 2008). 
In December 2008, he declared Ecuador's national debt illegitimate because it was 
contracted by corrupt or despotic prior regimes, he pledged to fight creditors in 
international courts, and succeeded in reducing the price of the debt letters and continued 
paying all the debt. He brought Ecuador into the Bolivarian Alliance for the Americas in June 
2009. On April 26, 2007, he ordered the expulsion from Ecuador of the World Bank's country 
manager (Jameson 2008). 

Socialism will continue. The Ecuadorian people voted for that. We are 

going to emphasize this fight for social justice, for regional justice. We are 

going to continue the fight to eliminate all forms of workplace 
exploitation within our socialist conviction: the supremacy of human work 
over capital. Nobody is in any doubt that our preferential option is for the 
poorest people, we are here because of them. Hasta la victoria siempre! 
Rafael Correa, April 30, 2009 (Tortolano 2009) 

President Rafael Correa's PAIS Alliance won a landslide victory, winning 74 of the 130 seats, 
giving the party the power to make the substantial constitutional reforms for which Correa 
had been calling. The 2008 Constitution of Ecuador was approved by the registered voters of 
Ecuador in the Ecuadorian constitutional referendum in September 2008 
Concerning oil production, Correa increased state control of the petroleum industry, 

threatening oil companies that if they do not abide by the state's policies, they will have 
their fields nationalized and will be forced from the country. However, he also proposed to 
maintain as much crude oil in the subsoil (especially in the Yasuní park) to protect the 
natural resources. Oil revenues need to be replaced (Jameson 2008). 

Indigenous peoples  
In 1922, Pío Jaramillo Alvarado was one of the first to write about social justice and said that 
Ecuador's most serious problem was the miserable subjugation of the natives (El indio 

ecuatoriano (Allen Gerlach 2003)). A hacienda strike by the workers in 1923 led to one of the 
woǊǎǘ ƻŦ 9ŎǳŀŘƻǊΩǎ ǇŜŀǎŀƴǘ ƳŀǎǎŀŎǊŜǎΦ ¢ƘŜ ŦƛǊǎǘ ƛƴŘƛƎŜƴƻǳǎ ǳƴƛƻƴ ŀǊƻǎŜ ƛƴ мфнтΥ 9ƭ LƴŎŀ 
demanded land and labour reform. An attempt to unite with other rural organizations in 

1931 was met with government repression. 
The first intrusion into the amazon was for the search of rubber in 1875, but this did not 
ŎŀǳǎŜ ǘƘŜ ōƛƎ ŎƘŀƴƎŜǎ ǘƘŀǘ ŎŀƳŜ ŦǊƻƳ ǘƘŜ ǇŜǘǊƻƭŜǳƳ ŜȄǇƭƻǊŀǘƛƻƴ ǘƘŀǘ ǎǘŀǊǘŜŘ ƛƴ ǘƘŜ мфплΩǎΦ 
The first finds near Lago Agrio were in 1967. The contact with the outside world which was 
new to the indigenous people posed several risks to their cultures and their health. Due to 
the oil discovery, a Christian organisation got foot in Huaorani territory, which was deemed 
too dangerous for outsiders before. 
.ȅ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ ǘƘŜ мфулΩǎΣ ǘƘŜ ƛƴŘƛƎŜƴƻǳǎ ǇŜƻǇƭŜǎ ōŜƎŀƴ ǘƻ ƻǊƎŀƴƛǎŜ ǘƘŜƳǎŜƭǾŜǎΦ Lƴ 
1980, the Ecuadorian Federation of Evangelical Indians (FEINE) was formed, which later 
became a part of the national organisation: Confederation of Indigenous Nationalities of 

Ecuador (CONAIE). The national organisation was an alliance which was formed in 1986 
between several Indigenous organisations from all over the country. 
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Meanwhile modernization was not just a threat to the cultures of the indigenous peoples 
anymore, but to their environment as well. Not just because of the oil: new settlers began 
searching for land and deforestation was widespread (Wasserstrom 2010). 
Until halfway the 20th century, indigenous uprising against injustice was common, but 
heavily repressed by authorities. Now, however, with the foundation of CONAIE, their voices 
were recognized by authorities and things are about to change. Under leadership people like 
Luis Macas and Antonio Vargas, CONAIE achieved ever greater strikes and protests until the 
greŀǘ ΨƭŜǾŀƴǘŀƳƛŜƴǘƻ ƛƴŘƛƎŜƴŀΩ ŜŀǊƭȅ нлллΦ ¢ƘƻǳƎƘ ǘƘŜ ǇǊƛƳŀǊȅ Ǝƻŀƭǎ ƻŦ ǘƘŜ ƛƴŘƛƎŜƴƻǳǎ 
organisations has historically been about land reform, equal rights and protection from oil 
exploitation, CONAIE proved itself a political organisation strong enough to overthrow a 
president. 

Guayaquil  

Guayaquil lies in the southwest of Ecuador at the Guayas river delta. It is the biggest city in 
the country, with almost 2.5 million inhabitants. Its main sources of income are transport, 
because it is the biggest port city in the country; fisheries; and industry, as it is the most 
industrialised city. However, despite its beautiful malecón 2000 riverside project, the city is 
known as the most dangerous and filthy city of the country (Pineo 2008). 
The city was founded in 1537, supposedly named after a Huancavilca chieftain called Guayas 
and his wife Quil. Over the centuries it grew into an important port city and it was the first 
Ecuadorian city to declare independence from the Spanish in 1820. Over the next century its 

economic life was dominated by cacao exports: ά9ǾŜǊȅǿƘŜǊŜ ŀƭƻƴƎ ǘƘŜ ǊƛǾŜǊ ŦǊƻƴǘΣ ǘƘŜ 
ǇƭŜŀǎŀƴǘ ŀǊƻƳŀ ƻŦ ŎƻŎƻŀ ǇŜǊŦǳƳŜŘ ǘƘŜ ǎǘǊŜŜǘǎέ (Pineo 2008:137). Brought down from the 
amazon, cacao grew well in the fertile soil of the Guayas region. Even though food 
production was low and import was needed. 
Even from the mid-муллΩǎ ǘƘŜ ǳǊōŀƴ ŎŜƴǘǊŜ ǿŀǎ ƪƴƻǿƴ ŀǎ ŘŀƴƎŜǊƻǳǎΣ ŀǎ ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ 
disease infected cities of the world. The amount of births rarely outnumbered the amount of 
deaths. Historically it seems strange that the population continued to grow. Yellow fever and 
bubonic plague raged the city. But the city also had its charm: the beautiful wooden houses, 
the view on the sea and the guayas river delta and a lot of money was to be made, not only 
in cacao, but also in importing goods. 
The fact that most houses were made of wood posed a threat however, and indeed in1896 

the worst fire in its history (13 great fires are documented) destroyed nearly 70 per cent of 
the city. Continuing income from cacao exports made it possible to rebuild the city quickly 
and the city rose greater than ever. 
The second economic surge into the Guayaquil economy was created by the banana boom 
from 1947 onward. The city increased its important role as the centre for international 
trade. However, these economic booms also provided the country with a division through 
cultural differences. Cacao and banana export were the most important cash producing 
activities in Ecuador and the import and export taxes provided almost all of the government 
revenue, until the discovery of petroleum. So the Guaquileños felt that the government took 
their revenues for the good of the whole country, while in some years, Guayaquil received 
nothing. Dissatisfaction in the governance from Quito remains today: the name of the 

airport was changed from Simon Bolivar (the liberator of Quito) to José Joaquín de Olmedo 
(the first president of Guayaquil). 
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Figure 4.2 Map of the South of Ecuador with Guayaquil, Chaguarpamba and Olmedo (the latter two were added to the map) (EmbassyWorld 2011) 
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In ǘƘŜ ƭŀǘŜ мфллΩǎ Ƴŀƴȅ ǇŜƻǇƭŜ ƳƛƎǊŀǘŜŘ ƛƴǘƻ ǘƘŜ ŎƛǘȅΣ ƭƻƻƪƛƴƎ ŦƻǊ ƧƻōǎΦ !ƴŘ Ƴŀƴȅ ƻŦ ǘƘŜƳ 
ǎŜǘǘƭŜŘ ƻƴ ǘƘŜ ŎƛǘȅΩǎ ǇŜǊƛǇƘŜǊȅΦ ! ƭŀŎƪ ƻŦ Ƨƻōǎ ǊŜǎǳƭǘŜŘ ƛƴ ǎƻŀǊƛƴƎ ŎǊƛƳŜ ƭŜǾŜƭǎΣ ƭŜŀŘƛƴƎ ǳǇ ǘƻ 
the calling of a state emergency in 1998. The situation has improved now and there is a 
stronger police force, but the streets can still be dangerous. 

Tena 

Tena is the capital of the Napo Province and an attractive and quiet city in the Amazon 
rainforest. It is kƴƻǿƴ ŀǎ ǘƘŜ άŎƛƴƴŀƳƻƴ ŎŀǇƛǘŀƭϦ ƻŦ 9ŎǳŀŘƻǊΣ ŀƴŘ ƻǊƛƎƛƴŀƭƭȅ formed by 
Indigenous people as a refuge from the Spanish. The rulers in this area, according to 
archives, were cruel, even for Spanish standards. Later the city itself was founded officially in 
1560 by Jesuit missionary explorers. The city houses a little over 50 thousand inhabitants 

and has a major regional hospital and many tourist related businesses (Tena is a popular 
launching point for eco-tourism), including a small airport and a vital bus terminal. For a 
rainforest city, Tena's climate is surprisingly comfortable and cooler than the jungle to the 
east, due to its elevation at 500m above sea level (Tena 2010).  
The population of Tena and the province of Napo are called the lowland Kichwa or Napo 
Runa όǊǳƴŀ ƳŜŀƴǎ ΨǘƘŜ ǇŜƻǇƭŜΩ ƛƴ YƛŎƘǿŀύΦ ¢ƘŜȅ ŀǊŜ ŀ ŘƛŦŦŜǊŜƴǘ ƛƴŘƛƎŜƴƻǳǎ ǇŜƻǇƭŜ ǘƘŀƴ ǘƘŜ 
highland Kichwa (in the Andes), but also from Kichwa groups in the south and east: the 
Canelos Runa and Loreto Runa respectively. This is the general consensus. However, 
originally the Napo Runa consisted of many different peoples, with their own languages. 
Forced to live together in mission villages, they spoke Kichwa to one-another. Only around 

ǘƘŜ муллΩǎ ǘƘŜ ƻǊƛƎƛƴŀƭ ƭŀƴƎǳŀƎŜǎ ǿŜǊŜ lost and a new Runa identity was formed 
(Wasserstrom 2010; Whitten, Jr. 1976). 
After the foundation of Tena, the city was left alone by white and mestizo settlers for 
ŎŜƴǘǳǊƛŜǎ ǳƴǘƛƭ ǘƘŜ ŘƛǎŎƻǾŜǊȅ ƻŦ ƻƛƭ ŀƴŘ ǘƘŜ ŀƎǊŀǊƛŀƴ ǊŜŦƻǊƳ ƛƴ ǘƘŜ мфслΩǎ ŀƴŘ тлΩǎΦ ¢ƘŜ 
discovery of oil meant mostly the creation of roads and infrastructure, making it easier for 
settlers as well to enter the amazon. And many did enter the amazon. Especially after the 
agrarian reform laws of 1964 abolished the feudal huasipungo system (a type of serfdom on 
large estates). The state promised to redistribute the land, but instead of expropriating land 
from the large hacendados (hacienda or estate owners), they chose to redistribute land in 
the amazon, because little of it was titled.  
However, even though the indigenous people often did not have land titles, they did claim 

about seventy per cent of the amazon rainforest. Of course, not only settlers could earn 
titles, also the indigenous population could get land titles, but they had to show they owned 
the land by bringing half of it in cultivation. And while another policy provided loans for 
cattle raising, large parts of the amazon were cut down to make room for pastures. While it 
were perhaps mostly settlers who did this, also indigenous people used this system to hold 
onto their lands. Not until 1994 this law was abolished, but in 30 years nearly one-third of 
the Ecuadorian amazon (almost 4 million hectares) was entitled for settlement. Half of this 
land was cleared for agricultural production. The old reform law did not only cause the 
destruction of a large part of the amazon, but also forced indigenous people to take up 
different methods of farming. However these new methods produced only more pastures, 
while agricultural production as a whole went down in these years (Wasserstrom 2010; 

Irvine 2000; Perrault 2003). 
Even when the indigenous people struggled with the Spanish, they organised resistance and 
now with the land struggle again, the people organised themselves. However, in this new 
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globalised world they had more tools to do so and large federations, based on Western 
ŘŜƳƻŎǊŀǘƛŎ ƳƻŘŜƭǎ ǎǇǊŀƴƎ ǳǇ ŘǳǊƛƴƎ ǘƘŜ мфулΩǎΦ bƻǿΣ Tena houses two major indigenous 
confederations, Fonakin (Federacion de Organisaciones de la Nacionalidades Kichwa de 
Napo) and Ashin (Association de Shamanes Indigenas de Napo); one of the major stand-offs 
during the 2001 indigenous uprising in Ecuador, took place here (Uzendoski 2006).  
Oil prospecting is to become a point of contention here, as there is proposed drilling of the 
large Pungarayacu oil field lying under Tena. However, the city and its surrounding 
indigenous communities are also bases for many volunteers working for reforestation 
projects, with community support in development initiatives. Eco-tourism is also becoming 
important business in the province. 
This is not in the least, because the Kallari association finds itself around the Jatun Sacha 

(large jungle) reserve. The farmers live in the buffer zone of the forest reserve, a protected 
area of 2,500 hectares in the Amazon, as well as three national parks: Galeras, Gran Sumaco 
and Llanganates (Kappen and Logback 2009).  
 



Beyond fair trade: Agro-processing in the South 

39 
 

 

Figure 4.3 Map of the Tena region with some of the Kallari communities. This is a wall painting in the Kallari café in Quito 












































































































































