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Existing empirical evaluations of the impacts of Fair Trade
coffee

I Cross-sectional studies (OLS)
I Christopher Bacon (WD, 2005): 228 farmers from Nicaragua.
I Mendez et al (2011): 469 HH from 18 cooperatives in 4 Latin

American countries.
I Weber (2011): 845 farmers from Southern Mexico.

I Cross-sectional studies (PS Matching)
I Beuchelt and Zeller (2011): 327 farmers in Nicaragua.
I Ruben and Fort (2009) and Fort and Ruben (2012): 360

farmers from 6 cooperatives in Peru.



What is Fair Trade? I

I Fair Trade is aimed at improving the living conditions of
coffee producers and their workers:

Fair Trade is a trading partnership, based on
dialogue, transparency and respect, that seeks
greater equity in international trade. It contributes
to sustainable development by offering better
trading conditions to, and securing the rights of,
marginalized producers and workers – especially in
the South. (source: FLO)



What is Fair Trade? II

1. Producers must be small-scale and organized into democratic
cooperatives.

2. There is a minimum price guarantee for coffee.

3. There is a premium that is paid in addition to the price and it
must be put aside for investments to “improve the quality of
life for producers and their communities”.

I The specifics must be decided upon democratically by the
producers themselves.

I Example: Coocafe’s Children of the Field Foundation provides
student scholarships: $400,000 given, benefiting 5,800
students in the region.

4. Specific environmental standards must be met by coops and
producers.

5. Hired workers must be paid at least the minimum wage /
average wage in the region; must not be children or forced
labor; be given a safe, healthy, and equitable work
environment; and be free to bargain collectively.



Fair Trade minimum price & premium for coffee (before
and after 2011)

Minimum prices (examples):

I Arabica, conventional, washed: $1.25/lb (now $1.40).

I Arabica, organic, washed: $1.45/lb (now $1.70).

Price premium (for all coffee):

I 10 cents/lb (now 20 cents/lb); with 5 cents earmarked for
productivity improvements.



Fair Trade coffee pricing
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as Fair Trade is indeed sold as such. Just producing and certifying a product does 
not guarantee that a buyer will purchase it as Fair Trade and provide the associ-
ated benefits and price. The relationship between the guaranteed minimum price 
and the market price between 1989 and 2014 is shown in Figure 1. Although in 
recent years, the market price of coffee has usually been higher than the Fairtrade 
minimum price, data from the price crashes of the late 1990s and early 2000s 
indicate that the price floor can provide significant risk protection to farmers who 
sell their coffee as Fair Trade certified.

2) Fair Trade premium. Another important characteristic is a price premium, often 
termed the community development or social premium. This is paid by the buyer to 
the supplier or cooperative organization in addition to the sales price. Prior to 2008, 
for coffee, this premium was set at 10 cents per pound but is now 20 cents per pound 
with 5  cents earmarked for productivity improvement. The premium is designed 
to foster the associativity and democratic process that are tenets of the Fair Trade 
philosophy. The specifics of how the premium is to be used must to be decided in a 
democratic manner by the producers themselves. Projects that are typically funded 
with the Fair Trade premium include investments made to increase farmer produc-
tivity; investments in community infrastructure such as the building of schools, health 
clinics, and crop storage facilities; offering training for members of the community; 
the provision of educational scholarships; improvements in water treatment systems; 
conversion to organic production techniques; and so on.

F1

Figure 1  
Comparision of Fairtrade Market Prices for Coffee, 1989–2014

Source: © Fairtrade Foundation, adapted and used with permission.
Notes: NB Fairtrade Price = Fairtrade Minimum Price* of 140 cents/lb + 20 cents/lb Fairtrade Premium.**  
When the New York prices is 140 cents or above, the Fairtrade Price = New York price + 20 cents. The New 
York Price is the daily settlement price of the 2nd position Coffee C Futures contract at ICE Futures US.
 * Fairtrade Minimum Price was increased on June 1, 2008, and April 1, 2011.
 ** Fairtrade Premium was increased on June 1, 2007, and April 1, 2011.
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Coffee production in Costa Rica

I Coffee is one of the largest cash crops in Costa Rica (about
4% of rural employment).

I The small-scale producers are typically family farms that also
produce subsistence crops.

I Hire day laborers, particularly during harvests (2-3 months).

I Berries are picked and transported to a local processing plant
(within the same day).

I Berries are washed, the pulp is removed, they are soaked to
remove a gel covering, washed again, and then dried.

I Coffee is then sold/exported.



The coffee production/sales process

Farmers ⇒ Mills / Coops ⇒ Roasters / Exporters



Instituto del Café de Costa Rica (Icafe)

I Agency that regulates the terms of all coffee sales in Costa
Rica.

I Mills pay farmers for coffee in advance of the final sale
(historically, about 2/3 of final sales price).

I The historical division of the sales price is as follows:
I Farmer: 80.1%
I Mill: 14.9%
I Exporter: 3.3%
I Icafe: 1.2%
I Fonecafe (insurance fund): 0.5%



Data and their sources

1. Fair Trade certification of cooperatives / exporters: Transfair
USA; 2003–2014

I Have this for the universe of producers and products (globally).

2. Data on all Costa Rican coffee mills / cooperatives: Coffee
Institute of Costa Rica (Icafe); 1999–2014

I Sales, exports, prices, etc.

3. Individual & household characteristics: Encuesta de Hogares
de Propósitos Múltiples, 1981–2009

I Nationally representative HH survey of approx. 45,000
individuals per year.

I Income, education, industry, occupation, etc.

4. Interviews by Raluca Dragusanu in summer of 2012.
I With representatives from Icafe and managers from four

FT-certified coffee cooperatives.



Example: FLO-CERT document

FLO Cert
 Coffee Producers List

Please note that all operators holding the status Certified - Suspended are included in the list.
These operators are not allowed to enter into new contracts under Fairtrade conditions.
Binding contracts for specific volumes entered into prior to this suspension should be fulfilled, however, only up to 6 months after the date of
suspension.

ID 21051   COOPEDOTA R.L. Application successful Coffee Producer

Adrian Cordero
Santa María de Dota (costado norte de la Plaza de Deportes)

San Jose, Central America,
COSTA RICA

Tel: 2541-2828
Tel2: 

Fax: 2541-2827
Mobile: 

Email: acordero@coopedota.com
Web: 

ID 1481   COOPEAGRI Certified - Certified Coffee Producer

Gilbert Ramírez Alfaro
San Jose de Costa Rica, San Isidro

344-8000, Perez Zeledón, Central America,
COSTA RICA

Tel: +506 2771-8554
Tel2: +506 2771-6630
Fax: +506 2771 6296
Mobile: 

Email: comerciojusto@coopeagri.co.cr
Web: 

ID 3273   Coop. de Caficult. y Servicios Multiples de TARRAZÚ Certified - Certified Coffee Producer

Ricardo  Zúñiga
Bajo San Juan, San Marcos de Tarrazú
1 km al sur del Parque
Central America,
COSTA RICA

Tel: 00506 2546 6098
Tel2: 

Fax: 00506 2546-7098
Mobile: 

Email: rzuniga@cafetarrazu.com
Web: 

ID 3269   Cooperativa de Caficultores de Sabalito Certified - Certified Coffee Producer

Victor Bolivar Fonseca Mora
1,5 km. al sur de la Escuela Pública José Gonzalo Acuna.
Sabalito
San Vito de Coto Brus, Central America,
COSTA RICA

Tel: 00506 784-0101/ 784-0102
Tel2: 00506 784-0102
Fax: 00506 784-0105
Mobile: 

Email: ccsabalo4@racsa.co.cr
Web: 

ID 2666   Asociacion Alianza de Familias Productoras Organicas de CR Certified - Certified Coffee Producer

Pablo Granados
300 metros Norte de la Iglesia Católica de Tarbaca, camino a San José.

San Jose, Central America,
COSTA RICA

Tel: +506 230-00-36
Tel2: +506 3502844
Fax: +506 2268914
Mobile: +506 818 2553

Email: pgranados@madretierra.com
Web: 

FLO Cert Trader+Producer Lists https://internal.flo-cert.net/index.php?tname=plain_partners_list
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Example: ICAFE document



History of FT certification in Costa Rica

Timing of certifications:

I 9 mills FT certified in 1999

I 7 more certify in 2004

I 3 more in 2005

I 3 more in 2006

I 3 more in 2010

I 1 more in 2011

I 1 more in 2013

Extent of certification:

I Number of FT-certified mills ranges from 9 to 25 depending
on the year

I Total number of mills ranges from 90 to 152 depending on the
year



An example of a Fair Trade mill



An example of a Fair Trade mill



A Fair Trade mill



What drives the decision to certify?

Qualitative evidence from interviews:

I Beliefs in the values associated with Fair Trade: concern for
environment, community, workers, etc.

I Mill-specific costs of FT restrictions
I E.g., FT certification forbids the sales of pesticides (and other

chemicals) in stores owned by the mills.

I Expectations about future prices (and the benefit of the price
floor).

I Information on FT certfication process.

I Ability to obtain and maintain the certification: requires
managerial skill, good record keeping, etc.



Empirical evidence on selection into certification

IOnset
i ,t = αi + αt + β Xi ,t + εi ,t

I i denotes coffee mills/coops, t years (1999–2014).

I IOnset
i ,t - indicator that equals one if year t is the first year that

producer i is fair trade certified.
I Xi ,t - characteristic of interest:

I Exports, domestic sales, prices, etc.
I Level in t − 1 or growth from t − 2 to t − 1.

I αi , αt - mill FE, year FE.



Selection into certification

ln	domestic	
sales ln	exports ln	total	sales

Exports	as	a	
share	of	total	

sales
ln	domestic	

price
ln	export	
price

(1) (2) (3) (4) (5) (6)

One	year	lagged	characteristic 0.00023 -0.00118 -0.00114 0.00025 0.00687 -0.00848
(0.00105) (0.00151) (0.00144) (0.00501) (0.00759) (0.00806)

Year	FE,	Mill	FE Y Y Y Y Y Y
Observations 1,765 1,742 1,825 1,825 1,765 1,742
R-squared 0.082 0.083 0.082 0.082 0.082 0.083

Prior	2-year	growth	(t -2	to	t ) -0.00078 0.00089 -0.00073 0.00527 0.00130 0.00741
(0.00080) (0.00132) (0.00132) (0.00455) (0.00643) (0.01070)

Year	FE,	Mill	FE Y Y Y Y Y Y
Observations 1,410 1,412 1,484 1,484 1,440 1,445
R-squared 0.089 0.088 0.088 0.088 0.088 0.089

Dependent	variable:	Indicator	for	the	onset	of	FT	certification

Characteristic	for	independent	variable:

Panel	A:	Certification	onset	and	lagged	characteristics

Panel	B:	Certification	onset	and	2-year	growth	of	characteristics

Notes : Coefficientsarereportedwith standard errorsclusteredat themill level in parantheses. All regressions include year fixed effects
and mill fixed effects. The dependent variable is an indicator variable that equals one in the first year of Fair Trade certification.The
independent variable reported in Panel A is the lag of the characteristic reported in the column heading. The independent variable in
panel B is the growth of the characteristic from period t -2 to period t . ***, **, and * indicate significance ath the1, 5, and 10 percent
levels.



Mill-level estimating equation I

yi ,t = αi + αt + γ I FTi ,t + εi ,t

I i denotes coffee mills/coops, t years (1999–2014).

I yi ,t - outcomes of interest: exports, domestic sales, prices, etc.

I I FTi ,t - indicator that equals one if mill i is Fair Trade certified
in year t.

I αi - mill FE.

I αt - year FE.



Mill-level estimating equation II

yi ,t = µi + µt + γ1 I
FT
i ,t + γ2 I

FT
i ,t × I

p<p
t + εi ,t

I I
p<p
t - indicator that equals one if the world coffee price is

below the minimum FT price (at any point during the year).

I i denotes coffee mills/coops, t years (1999–2014).

I yi ,t - outcomes of interest: exports, domestic sales, prices, etc.

I I FTi ,t - indicator that equals one if mill i is Fair Trade certified
in year t.



Mill-level estimating equation III

yi ,t = ζi + ζt + φ1 I
FT
i ,t + φ2 I

FT
i ,t × PGap

t + νi ,t

I PGap
t - a continuous measure of the average size of the price

gap during a year.

I i denotes coffee mills/coops, t years (1999–2014).

I yi ,t - outcomes of interest: exports, domestic sales, prices, etc.

I I FTi ,t - indicator that equals one if mill i is Fair Trade certified
in year t.



Historical coffee prices
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as Fair Trade is indeed sold as such. Just producing and certifying a product does 
not guarantee that a buyer will purchase it as Fair Trade and provide the associ-
ated benefits and price. The relationship between the guaranteed minimum price 
and the market price between 1989 and 2014 is shown in Figure 1. Although in 
recent years, the market price of coffee has usually been higher than the Fairtrade 
minimum price, data from the price crashes of the late 1990s and early 2000s 
indicate that the price floor can provide significant risk protection to farmers who 
sell their coffee as Fair Trade certified.

2) Fair Trade premium. Another important characteristic is a price premium, often 
termed the community development or social premium. This is paid by the buyer to 
the supplier or cooperative organization in addition to the sales price. Prior to 2008, 
for coffee, this premium was set at 10 cents per pound but is now 20 cents per pound 
with 5  cents earmarked for productivity improvement. The premium is designed 
to foster the associativity and democratic process that are tenets of the Fair Trade 
philosophy. The specifics of how the premium is to be used must to be decided in a 
democratic manner by the producers themselves. Projects that are typically funded 
with the Fair Trade premium include investments made to increase farmer produc-
tivity; investments in community infrastructure such as the building of schools, health 
clinics, and crop storage facilities; offering training for members of the community; 
the provision of educational scholarships; improvements in water treatment systems; 
conversion to organic production techniques; and so on.

F1

Figure 1  
Comparision of Fairtrade Market Prices for Coffee, 1989–2014

Source: © Fairtrade Foundation, adapted and used with permission.
Notes: NB Fairtrade Price = Fairtrade Minimum Price* of 140 cents/lb + 20 cents/lb Fairtrade Premium.**  
When the New York prices is 140 cents or above, the Fairtrade Price = New York price + 20 cents. The New 
York Price is the daily settlement price of the 2nd position Coffee C Futures contract at ICE Futures US.
 * Fairtrade Minimum Price was increased on June 1, 2008, and April 1, 2011.
 ** Fairtrade Premium was increased on June 1, 2007, and April 1, 2011.
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Effects on prices

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

Fair	Trade	Certified,	FTC -0.0244 -0.0393 -0.0310 0.0008 -0.0161 -0.0104 -0.0197 -0.0401 -0.0274 0.0204 0.0095 0.0153
(0.0241) (0.0266) (0.0251) (0.0379) (0.0400) (0.0393) (0.0288) (0.0313) (0.0294) (0.0246) (0.0252) (0.0251)

FTC	x	Price	Gap	Indicator 0.0535 0.0609 0.0738*** 0.0397**
(0.0346) (0.0383) (0.0220) (0.0195)

FTC	x	Price	Gap	(USD/lb) 0.1030 0.1750 0.1210* 0.0809
(0.0795) (0.1270) (0.0618) (0.1010)

16	Year	FE Y Y Y Y Y Y Y Y Y Y Y Y
Mill	FE Y Y Y Y Y Y Y Y Y Y Y Y
Observations 2,038 2,038 2,038 2,038 2,038 2,038 2,000 2,000 2,000 2,000 2,000 2,000
Number	of	clusters/mills 307 307 307 307 307 307 307 307 307 307 307 307

Mean	of	dep.	variable 1.14 1.14 1.14 -0.03 -0.03 -0.03 1.48 1.48 1.48 0.30 0.30 0.30
Std.	dev.	of	dep.	variable 0.63 0.63 0.63 0.61 0.61 0.61 0.63 0.63 0.63 0.43 0.43 0.43

Dependent	variable:

Notes : The table reports OLS estimates of equations (1)-(3). An observation is a mill-year. Each specification contains mill and year fixed effects. The dependent variable in columns 1-3 is the
domesticpricecalculated as theaveragepriceobtainedbyamill in a given year for the domesticcoffee sales transactions and expressed inUSD/lb. The domestic pricewas winsorizedat the99th
percentile. The dependent variable in columns 4-6 is the natural logarithm of the non-winsorized domestic price. The dependent variable in columns 7-9 is the export price calculated as the
average priceobtained bya mill in agiven yearin export coffee sales transactions and expressed inUSD/lb. The export pricewas winsorised at at the 99thpercentile. The dependent variable in
columns 10-12 is the natural logarithm of the non-winsorized export price.The PriceGap Indicator equals 1 in years in whichthe world price forArabica coffee is below the FairTrademinimum
price. The FairTrade minimum price was equal to $1.25/lb from 1999 to 2010 and $1.35/lb starting in 2011. The Price Gap variable equals zero when the Price Gap Indicator is zero and the
difference between the FairTrade minimum price and the world price forArabica coffee in yearswhen thePrice Gap Indicator is equal to1. The Price Gapvariable ranges from 0 to 0.66USD/lb.
Coefficients	are	reported	with	standard	errors	clustered	at	the	mill-level	in	parantheses.	***,	**,	and	*	indicate	significance	ath	the	1,	5,	and	10	percent	levels.	

Domestic	Price	(USD/lb) ln	Domestic	Price Export	Price	(USD/lb) ln	Export	Price



Magnitudes

When the price floor binds:

I Export price is an average of 7.38 cents per pound of coffee
higher, or 4%, (columns 8 and 11).

I The export price of coffee does not increase 1-for-1 with the
price gap.

I Instead, a 1 cent increase is associated with a 0.12 cent
increase in the export price (column 9).

I This is consistent with not all coffee being sold as FT by
FT-certified farmers (as little as 12% only).

I Also consistent with measurement error biasing the estimate
towards zero.



Effects on quantities (received and sold by mills)

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Fair	Trade	Certified,	FTC 0.039 -0.052 -0.007 -0.059 -0.163 -0.099 -0.0012 0.0025 -0.0025
(0.124) (0.140) (0.130) (0.140) (0.158) (0.144) (0.0073) (0.0083) (0.0084)

FTC	x	Price	Gap	Indicator 0.398** 0.380* -0.016**
(0.161) (0.199) (0.007)

FTC	x	Price	Gap	(USD/lb) 0.888* 0.636 0.027
(0.460) (0.449) (0.097)

16	Year	FE Y Y Y Y Y Y Y Y Y
Mill	FE Y Y Y Y Y Y Y Y Y
Observations 1,740 1,740 1,740 2,108 2,108 2,108 1,740 1,740 1,740
Number	of	clusters/mills 307 307 307 307 307 307 307 307 307
Notes: The table reports OLS estimates of equations (1)-(3). An observation is a mill-year. Each specification contains mill and year fixed effects. The
dependent variable in columns 1-3 is the natural logarithm of the total quantity received by the mill from coffee farmers. The dependent variable in
columns 4-6 is thenatural logarithmof thetotalquantity (expressed in lbs) soldbyamill ontheexport market.The dependentvariable in columns 7-9 is
theshareof thequantity receivedbyamill that is sold.Note that thisvariable is only reported in thesampleyears 2003 to2014. The Price Gap Indicator
equals one in years in which the world price for Arabica coffee is below the FairTrade minimum price. The FairTrade minimum price was equal to
$1.25/lb from 1999 to 2010 and $1.35/lb starting in 2011. The Price Gapvariable equalszero whenthe PriceGap Indicator is zeroand thedifference
between the FairTrade minimum price and the world price for Arabica coffee in years when the Price Gap Indicator is equal to one. The Price Gap
variable ranges from 0 to 0.66 USD/lb. Coefficients are reported with standard errors clustered at the mill-level in parantheses. ***, **, and * indicate
significance	ath	the	1,	5,	and	10	percent	levels.	

Dependent	variable:

ln	Total	Quantity	Soldln	Total	Quantity	Received
Share	of	Quantity	Received	that	is	

Sold	



Effects on quantity sold domestically vs. internationally

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Fair	Trade	Certified,	FTC -0.125 -0.327 -0.222 -0.0108 -0.0905 -0.0342 0.0356 0.0517 0.0433
(0.210) (0.235) (0.219) (0.164) (0.182) (0.169) (0.0320) (0.0355) (0.0334)

FTC	x	Price	Gap	Indicator 0.730*** 0.289 -0.058
(0.205) (0.198) (0.044)

FTC	x	Price	Gap	(USD/lb) 1.518*** 0.370 -0.121
(0.445) (0.441) (0.078)

16	Year	FE Y Y Y Y Y Y Y Y Y
Mill	FE Y Y Y Y Y Y Y Y Y
Observations 2,038 2,038 2,038 2,000 2,000 2,000 2,108 2,108 2,108
Number	of	clusters/mills 307 307 307 307 307 307 307 307 307
Notes: The table reports OLS estimates of equations (1)-(3). An observation is a mill-year. Each specification contains mill and year fixed effects. The
dependentvariable in columns 1-3 is thenatural logarithmof thetotalquantity (expressed in lbs) soldby amill onthe domesticmarket. The dependent
variable in columns 4-6 is the natural logarithm of thetotal quantity (expressed in lbs) soldby amill onthe export market. The dependent variable in
columns 7-9 is theshareof total sales quantity that aresoldas exports. The PriceGap Indicator equals one in years in whichthe world price forArabica
coffee is below theFairTrademinimumprice.The FairTrademinimumpricewasequal to$1.25/lb from1999 to2010 and $1.35/lb starting in 2011. The
Price Gap variable equals zero when the Price Gap Indicator is zero and the difference betweenthe FairTrademinimum priceand theworld price for
Arabicacoffee in yearswhenthePriceGap Indicator is equal toone.The PriceGapvariableranges from 0 to 0.66USD/lb. Coefficientsare reportedwith
standard	errors	clustered	at	the	mill-level	in	parantheses.	***,	**,	and	*	indicate	significance	ath	the	1,	5,	and	10	percent	levels.	

Dependent	variable:

ln	Domestic	Quantity	Sold ln	Export	Quantity	Sold
Export	Quantity	as	a	Share	of	Total	

Quantity	Sold



Effects on mill revenues

(1) (2) (3) (4) (5) (6) (7) (8) (9)

Fair	Trade	Certified,	FTC -0.0800 -0.191 -0.124 -0.124 -0.344 -0.233 0.00966 -0.0810 -0.0189
(0.137) (0.155) (0.141) (0.228) (0.251) (0.236) (0.158) (0.176) (0.163)

FTC	x	Price	Gap	Indicator 0.400** 0.791*** 0.329*
(0.181) (0.217) (0.198)

FTC	x	Price	Gap	(USD/lb) 0.676* 1.693*** 0.451
(0.408) (0.481) (0.450)

16	Year	FE Y Y Y Y Y Y Y Y Y
Mill	FE Y Y Y Y Y Y Y Y Y
Observations 1,928 1,928 1,928 2,038 2,038 2,038 2,000 2,000 2,000
Number	of	clusters/mills 307 307 307 307 307 307 307 307 307

Mean	of	dep.	variable 13.36 13.36 13.36 10.83 10.83 10.83 13.10 13.10 13.10
Std.	dev.	of	dep.	variable 1.86 1.86 1.86 2.17 2.17 2.17 1.95 1.95 1.95

Dependent	variable:

Notes : The table reportsOLS estimates of equations (1)-(3). Anobservation is a mill-year.Each specification contains mill and yearfixed effects.The
dependentvariable in columns 1-3 is the total revenue(expressed inUSD)obtainedbyamill in agiven yearand equals thesum of domestic and export
revenue.	The	dependent	variable	in	columns	4-6	is	the	natural	logarithm	of	domestic	revenue	(expressed	in	USD)	obtained	by	a	mill	in	a	given	year.	The	
dependent variable in columns 7-9 is the natural logarithm of export revenue (expressed in USD) obtained by a mill in a given year. The Price Gap
Indicator equals one in years in which the world price for Arabica coffee is below the FairTrademinimum price.The FairTrademinimum pricewas
equal to $1.25/lb from 1999-2010 and $1.35/lb starting in 2011. The Price Gap variable equals zero when the Price Gap Indicator is zero and the
difference	between	the	FairTrade	minimum	price	and	the	world	price	for	Arabica	coffee	in	years	when	the	Price	Gap	Indicator	is	equal	to	one.	The	Price	
Gap variable ranges from 0 to 0.66 USD/lb. Coefficients are reported with standard errors clustered at the mill level in parantheses. ***, **, and *
indicate	significance	ath	the	1,	5,	and	10	percent	levels.	

ln	Total	Revenue ln	Domestic	Revenue: ln	Export	Revenue:



Summary of mill-level estimates

I When the price floor binds, FT-certified farmers have access
to a market with higher prices.

I Recognizing this, they sell more through the local FT-certified
cooperative to which they are a member (instead of
conventional mills).

I The amount of coffee that is sold to FT cooperatives
increases.

I The FT cooperative then sells more coffee.

I More of the ‘extra’ coffee is sold on the domestic market than
the export market.

I Overall: when the price floor binds, FT-certified mills receive a
higher price, sell greater quantities, and have higher total
revenues (for both domestic and exports).



Effects on households

I We now turn to an examination of effects of FT on
households.

I Due to data limitations, sample period is restricted to
2001–2009.

I Pay particular attention to:

1. Within-canton spillovers.
2. Distribution of benefits within the coffee industry.

I Outcomes examined:

1. Income of wage earners in households.
2. Education of children.

I Question: How do we link FT certification, which is at the
mill/coop level, to households?



Linking FT certification to households: Fair Trade intensity

FTI c,t =
∑

k

Xk,c,t

Xc,t
· I FTk,c,t

where:

I c denotes districts/cantons, t years, and k mills.

I Xk,c,t denotes coffee exports by mill k in district d in year t.

I Xc,t denotes total coffee exports in district d in year t.

I I FT
k,c,t is an indicator variable that equals one if mill k is FT

certified in year t.

I When there is no coffee production in a county and year, i.e.,∑
k Xk,c,t = 0, we assign FTI c,t the value of zero.



Fair Trade Intensity: 2001
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Fair Trade Intensity: 2009

²

Legend
Fair Trade Intensity, 2009
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Price effects for restricted sample period: 2001–2009

(1) (2) (3) (4)

Domestic	Price	
(USD/lb) ln	Domestic	Price

Export	Price	
(USD/lb) ln	Export	Price

Fair	Trade	Certified,	FTC -0.0066 0.0080 0.0623*** 0.0870***
(0.0266) (0.0687) (0.0235) (0.0321)

9	Year	FE Y Y Y Y
Mill	FE Y Y Y Y
Observations 977 977 972 972
Number	of	clusters/mills 307 307 307 307

Mean	of	dep.	variable 0.80 -0.36 1.08 0.02
Std.	dev.	of	dep.	variable 0.37 0.56 0.34 0.34
Notes : The table reports OLS estimates of equation (1). An observation is a mill-year. Each specification contains mill and
year	fixed	effects.	The	dependent	variable	in	column	1	is	the	domestic	price	calculated	as	the	average	price	obtained	by	a	mill	
in agiven yearfor thedomesticcoffee sales transactionsand expressed inUSD/lb. The domestic pricewas winsorizedat the
99th percentile. The dependent variable in column 2 is the natural logarithm of the non-winsorized domestic price. The
dependent variable in column 3 is the export price calculated as the average price obtained by a mill in a given year in
export coffee sales transactions and expressed in USD/lb. The export price was winsorised at at the 99th percentile. The
dependent variable in column 4 is the natural logarithm of the non-winsorized export price.Coefficients arereported with
standard errors clustered at the mill-level in parantheses. ***, **, and * indicate significance ath the 1, 5, and 10 percent
levels.	

Dependent	variable:



Individual-level estimating equation I

yj ,i ,c,t = αi + αc + αt + θFTI c,t + X′
j ,tΓ + εj ,i ,c,t ,

I j denotes individuals (all wage earners over the age of twelve).

I i industries (461), c cantons (79), t years (2001–2009).

I ln yj ,i ,c,t - ln avg monthly income from principal economic
activity.

I FTIc,t - Fair Trade intensity of canton c in year t.

I Xj ,t - age, age2, gender, gender x age, gender x age2, and
educational attainment FEs.

I αi - industry fixed effects.

I αc - canton fixed effects.

I αt - year fixed effects.



Individual-level estimating equation II

yj ,i ,c,t = αi +αc +αt +µ1FTI c,t +µ2FTI c,t ·I i=coffee
j +Xj ,tΓ+εj ,i ,c,t

I j denotes individuals, i industries (461), c cantons (79), t
years (2001–2009).

I ln yj ,i ,c,t - ln monthly income from principal economic activity.

I FTIc,t - Fair Trade intensity of canton c in year t.

I I i=coffee
j - indicator if j ’s industry is “cultivation of coffee”.

I Xj ,t - age, age2, gender, gender x age, gender x age2, and
educational attainment FEs.



Individual-level estimating equation III

ln yj ,i ,o,c,t = αi ,o + αc + αt + γ1FTI c,t

+γ2FTI c,t · I i=coffee,o=skilled
j

+γ3FTI c,t · I i=coffee,o=unskilled
j

+γ4FTI c,t · I i=coffee,o=nonfarm
j + Xj ,tΓ + εj ,i ,o,c,t ,

I αi ,o - industry-occupation FEs (9,793).

I I i=coffee,o=skilled
j - indicator if j is in coffee cultivation and has

a skilled occup: “farmer”, “grower”, “skilled worker”, etc.

I I i=coffee,o=unskilled
j - indicator if individual j is in coffee

cultivation and has an unskilled occupation: “coffee picker”,
“agricultural laborer”, etc.

I I i=coffee,o=nonfarm
j - indicator if j is in coffee cultivation and

has non-farm occupation: “mill administration”, “driver”, etc.



Individual-level estimating equation IV

ln yj ,i ,o,c,t = αi ,o + αc + αt + β1FTI c,t · I o=skilled
j

+β2FTI c,t · I o=unskilled
j + β3FTI c,t · I o=other

j

+β4FTI c,t · I i=coffee,o=skilled
j

+β5FTI c,t · I i=coffee,o=unskilled
j

+β6FTI c,t · I i=coffee,o=nonfarm
j + Xj ,tΓ + εj ,i ,o,c,t

I This specification also allows the FT spillover effect to vary by
occupation.

I This also controls for double interactions:
I E.g., FTIc,t · I i=coffee

j , FTIc,t · I o=skilled
j .

I The industry-occupation double interactions are absorbed by
the industry-occupation fixed effects.

I E.g., I i=coffee
j · I o=skilled

j ; I i=coffee
j · I o=unskilled

j ; etc.



FT intensity and log income

(1) (2) (3) (4)

Fair	Trade	Intensity,	FTI	 0.114*** 0.106*** 0.128***
(0.027) (0.028) (0.030)

FTI	x	Coffee 0.092
(0.089)

FTI	x	Skilled 0.053
(0.061)

FTI	x	Unskilled 0.124***
(0.047)

FTI	x	Other 0.135***
(0.030)

FTI	x	Coffee	x	Skilled 0.285* 0.358**
(0.151) (0.150)

FTI	x	Coffee	x	Unskilled -0.093 -0.093
(0.084) (0.093)

FTI	x	Coffee	x	Other -0.272*** -0.280***
(0.102) (0.099)

Age,	age2,	gender	&	interactions Y Y Y Y
Education	FE Y Y Y Y
79	Canton	FE Y Y Y Y
9	Year	FE Y Y Y Y
9,793	Industry	x	Occupation	FE N N Y Y
461	Industry	FE Y Y N N
Observations 143,364 143,364 143,364 143,364
Clusters 79 79 79 79
R-squared 0.521 0.521 0.611 0.611
Notes:	The	unit	of	observation	is	an	individual.	The	sample	includes	all	individual	over	the	age	of	12	who	report	
an income and an industry and occupation of employment. The dependent variable is the natural log of
monthly income. The variable Coffee is equal to 1 if the individual's primaryindustry of employment is coffee
cultivation. The variables Skilled , Unskilled and Other equal 1 if an individual's primaryoccupation is skilled
agricultural worker, unskilled agricultural worker or a non-farm occupation, respectively. All regressions
include education FE, canton FE, yearFE, and controls for age, age-squared,gender, genderx age,and genderx
age-squared.Coefficientsarereportedwith standard errors clusteredat thecanton level. ***, **, and * indicate
significance	at	the	10,	5	and	1	percent	levels.	

Sample:	All	individuals	12	or	older	
Dependent	variable:	ln	monthly	income



Magnitude of income effects

For all in a canton (column 1):

I The mean (and s.d.) of FTIc,t is 0.090 (0.268).

I An increase from zero to the mean is associated with an
increase in income of: 0.090× 0.114 = 0.010 or 1.0%.

I A one-s.d. increase ⇒ an increase in income of:
0.268× 0.114 = 0.031 or 3.1%.



Magnitude of (net) income effects (column 3)

Skilled coffee growers:

I An increase from zero to the mean ⇒ an increase in income
of: 0.090× (0.128 + 0.285) = 0.037 or 3.7%.

I A one-s.d. increase ⇒ an increase in income of:
0.268× (0.128 + 0.285) = 0.111 or 11.1%.

Unskilled coffee workers:

I An increase from zero to the mean ⇒ an increase in income
of: 0.090× (0.128− 0.093) = 0.003 or 0.3%.

I A one-s.d. increase ⇒ increase in income of:
0.268× (0.128− 0.093) = 0.009 or 0.9%.

Other (non-farm) coffee occupations:

I An increase from zero to the mean ⇒ an increase in income
of: 0.090× (0.128− 0.272) = −0.013 or -1.3%.

I A one-s.d. increase ⇒ increase in income of:
0.268× (0.128− 0.272) = −0.039 or -3.9%.



Potential sources of spillovers

I FT premiums are often used on local public goods that can
benefit the broader community.

I For example, according to Ronchi (2002):
I Cooperative COOPELDOS sets aside a specific amount for the

maintenance of roads in the area.
I COOPE CERRO AZUL sets a minimum wage for any laborers

hired by its members, which increased the wages of all
unskilled workers in the region.



Average monthly income by occupation and industry

All	occupations
Skilled	agriculture	

only
Unskilled	

agriculture	only
All	other	

occupations

All	industries 185,689 125,372 95,708 210,330
n	=	143,364 n	=	11,217 n	=	15,659 n	=	102,756

Coffee	industry	only 95,061 107,166 76,831 151,660
n	=	3,188 n	=	1,388 n	=	1,586 n	=	214

All	industries 185,406 115,319 85,926 208,491
n	=	71,747	 n	=	5,636 n	=	6,425 n	=	52,702

Coffee	industry	only 95,318 107,220 76,951 156,181

n	=	2,909 n	=	1,294 n	=	1,435 n=180

All	industries 161,851 113,040 84,841 190,986
n=42,627 n	=	5,085 n	=	5,978 n	=	27,724

Coffee	industry	only 92,097 104,502 75,763 139,182
n	=	2,760 n	=	1,231 n	=	1,376 n	=	153

Notes : The table reports average monthly income (in colones) and the number of observations. 500
Costa	Rican	colones	is	equal	to	approximately	one	U.S.	dollar.

All	of	Costa	Rica

Coffee	Producing	Cantons	Only

Rural	Parts	of	Coffee	Producing	Cantons	Only



Descriptive evidence

I Empirical results are consistent with evidence from focus
group interviews.

I None of the people interviewed felt that FT helped unskilled
coffee workers, such as pickers.

I Their wages are determined either by the minimum wage or
the market wage.

I Fair Trade requirements only stipulates that hired labor be
paid the minimum or average wage in the region



Sensitivity to alternative samples

All	individuals
Household	heads	

only All	individuals
Household	heads	

only All	individuals
Household	heads	

only
(1) (2) (3) (4) (5) (6)

FTI	x	Skilled 0.053 0.028 0.058 0.070 0.017 0.023

(0.061) (0.072) (0.070) (0.082) (0.084) (0.094)

FTI	x	Unskilled 0.124*** 0.116** 0.165** 0.162** 0.166** 0.166**

(0.047) (0.055) (0.064) (0.075) (0.068) (0.078)

FTI	x	Other 0.135*** 0.106*** 0.141*** 0.106** 0.116** 0.086

(0.030) (0.039) (0.033) (0.041) (0.045) (0.053)

FTI	x	Coffee	x	Skilled 0.358** 0.380** 0.342** 0.328** 0.356** 0.362**

(0.150) (0.152) (0.157) (0.159) (0.159) (0.163)

FTI	x	Coffee	x	Unskilled -0.093 -0.118 -0.119 -0.159 -0.134 -0.157

(0.093) (0.090) (0.107) (0.099) (0.104) (0.097)

FTI	x	Coffee	x	Other -0.280*** -0.178 -0.266** -0.106 -0.283** -0.185

(0.099) (0.109) (0.118) (0.124) (0.118) (0.127)

Age,	age2,	gender	&	interactions Y Y Y Y Y Y
Education	controls Y Y Y Y Y Y
79	Canton	FE Y Y Y Y Y Y
9	Year	FE Y Y Y Y Y Y
9,793	Industry	x	Occupation	FE Y Y Y Y Y Y
Observations 143,364 74,590 71,747 36,914 42,627 22,903
Clusters 79 79 36 36 36 36
R-squared 0.611 0.620 0.633 0.646 0.627 0.635

All	Cantons Coffee	producing	Cantons	only
Rural	parts	of	coffee	producing	

Cantons

Notes: 	The	unit	of	observation	is	an	individual.	Coefficients	are	reported	with	standard	errors	clustered	at	the	canton	level.	The	variable	Coffee 	is	equal	to	1	if	the	
individual's	primary	industry	of	employment	is	coffee	cultivation.	The	variables	Skilled ,	Unskilled 	and	Other 	equal	1	if	an	individual's	primary	occupation	is	skilled	
agricultural	worker,	unskilled	agricultural	worker	or	other	occupation,	respectively.	All	regressions	include	canton	FE,	industry-occupation	fixed	effects,	year	fixed	
effects,	and	controls	for	age,	age-squared,	gender,	gender	x	age,	and	gender	x	age-squared.	***,	**,	and	*	indicate	significance	at	the	10,	5	and	1	percent	levels.



Sensitivity to alternative FTI variables

Baseline:	export	

weighted

Production	

weighted

Time	invariant	

export	weights

Initial	(2001)	

export	weights

Indicator	if	at	least	

one	mill	is	FT	

certified

(1) (2) (3) (4) (5)

FTI	x	Skilled 0.053 0.060 0.037 0.038 0.070

(0.061) (0.064) (0.058) (0.058) (0.077)

FTI	x	Unskilled 0.124*** 0.131** 0.098** 0.097** 0.109**

(0.047) (0.050) (0.038) (0.037) (0.050)

FTI	x	Other 0.135*** 0.143*** 0.105*** 0.105*** 0.092***

(0.030) (0.035) (0.021) (0.021) (0.035)

FTI	x	Coffee	x	Skilled 0.358** 0.354** 0.310** 0.293** 0.142

(0.150) (0.155) (0.121) (0.118) (0.102)

FTI	x	Coffee	x	Unskilled -0.093 -0.089 -0.074 -0.068 -0.058

(0.093) (0.096) (0.088) (0.088) (0.049)

FTI	x	Coffee	x	Other -0.280*** -0.283*** -0.210*** -0.199** -0.142**

(0.099) (0.101) (0.077) (0.076) (0.061)

Age,	age2,	gender	&	interactions Y Y Y Y Y

Education	controls Y Y Y Y Y

79	Canton	FE Y Y Y Y Y

9	Year	FE Y Y Y Y Y

9,793	Industry	x	Occupation	FE Y Y Y Y Y

Observations 143,364 143,364 143,364 143,364 143,364

Clusters 79 79 79 79 79

R-squared 0.611 0.611 0.611 0.611 0.611

Fair	Trade	Intensity	Measure	Used:

Notes: 	The	unit	of	observation	is	an	individual.	Coefficients	are	reported	with	standard	errors	clustered	at	the	canton	level.	The	variable	Coffee 	is	
equal	to	1	if	the	individual's	primary	industry	of	employment	is	coffee	cultivation.		The	variables	Skilled,	Unskilled	and	Other 	equal	1	if	an	individual's	
primary	occupation	is	skilled	agricultural	worker,	unskilled	agricultural	worker	or	other	occupation,	respectively.	All	regressions	include	canton	

fixed	effects,	industry-occupation	fixed	effects,	year	fixed	effects,	and	controls	for	age,	age-squared,	gender,	gender	x	age,	and	gender	x	age-squared	

and	education.	***,	**,	and	*	indicate	significance	at	the	10,	5	and	1	percent	levels.



FT certification and education

I Many ways that Fair Trade may affect children’s education:
I Social programs aimed at education, such as scholarships or

bursaries.
I E.g. COOCAFE ’s Children of the Field Foundation

(Fundación Hijos del Campo) provides scholarships to
students and financial support to schools.

I Increased incomes to skilled growers.
I Opportunity cost effects.
I Indirect effects if transportation is improved.

I We examine school attendance, linking children to the
industry and occupation of the household head.



FT certification and school attendance

Ages	7-12 Ages	13-17 Ages	18-25

(1) (2) (3)

FTI	x	Skilled 0.001 0.171*** 0.022

(0.011) (0.037) (0.047)

FTI	x	Unskilled 0.004 0.116** -0.050

(0.017) (0.048) (0.039)

FTI	x	Other 0.006 0.082*** 0.004

(0.007) (0.029) (0.030)

FTI	x	Coffee	x	Skilled -0.008 0.019 -0.059

(0.020) (0.069) (0.117)

FTI	x	Coffee	x	Unskilled 0.028 -0.120 -0.085

(0.035) (0.106) (0.066)

FTI	x	Coffee	x	Other -0.014 -0.789*** 0.063

(0.009) (0.188) (0.119)

Age,	age2,	gender	&	interactions Y Y Y

Canton	FE Y Y Y

Year	FE Y Y Y

Industry	x	Occupation	FE	(of	hh	head) Y Y Y

Observations 45,038 38,663 50,973

Clusters 79 79 79

R-squared 0.107 0.262 0.307

Dependent	variable:	Indicator	for	school	enrollment

Notes: The unit of observation is an individual. The dependent variable is an indicator variable if a
child attends school. The variable Coffee is equal to 1 if an individual belongs toa householdwhere
the household head reports coffee production as the main industry of employment. The variables
Skilled , Unskilled and Other equal 1 ifan individual belongs toahouseholdwhere the householdhead
reports the main occupation as skilled agricultural worker, unskilled agricultural worker or another
agricultural occupation, respectively. All regressions include canton fixed effects, year fixed effects,
fixed	effects	for	the	household	head's	industry	x	occupation,	and	controls	for	age,	age-squared,	gender,	
gender x age, and gender x age-squared. Coefficients are reportedwith standard errors clusteredat
the	canton	level.	



Education and employment: Ages 13–17

Attend	School In	labor	force Employed Unemployed
(1) (2) (3) (4)

FTI	x	Skilled 0.171*** -0.055*** -0.054*** -0.001
(0.037) (0.020) (0.016) (0.009)

FTI	x	Unskilled 0.116** -0.042* -0.039* -0.003
(0.048) (0.021) (0.022) (0.011)

FTI	x	Other 0.082*** -0.052*** -0.044*** -0.008
(0.029) (0.012) (0.010) (0.009)

FTI	x	Coffee	x	Skilled 0.019 -0.036 -0.036 0.001
(0.069) (0.039) (0.037) (0.007)

FTI	x	Coffee	x	Unskilled -0.120 -0.012 -0.008 -0.004
(0.106) (0.027) (0.031) (0.011)

FTI	x	Coffee	x	Other -0.789*** -0.386 -0.403 0.017
(0.188) (0.341) (0.353) (0.014)

Age,	age2,	gender	&	interactions Y Y Y Y
36	Canton	FE Y Y Y Y
10	Year	FE Y Y Y Y
7,171	Industry	x	Occupation	FE Y Y Y Y
Observations 38,663 38,670 38,670 38,670
R-squared 0.262 0.296 0.263 0.149

Sample:	Individuals	13-17	years	old

Notes:	The	unit	of	observation	is	an	individual.	The	variable	Coffee 	is	equal	to	1	if	an	individual	belongs	to	a	household	where	
the	household	head	reports	coffee	production	as	the	main	industry	of	employment.	The	variables	Skilled,	Unskilled	 and	
Other 	equal	1	if	an	individual	belongs	to	a	household	where	the	household	head	reports	the	main	occupation	as	skilled	
agricultural	worker,	unskilled	agricultural	worker	or	an	other	agricultural	occupation,	respectively.	All	regressions	include	
canton	fixed	effects,	industry-occupation	fixed	effects,	year	fixed	effects,	and	controls	for	age,	age-squared,	gender,	gender	x	
age,	and	gender	x	age-squared.	***,	**,	and	*	indicate	significance	at	the	10,	5	and	1	percent	levels.	Coefficients	are	reported	
with	standard	errors	clustered	at	the	canton	level.



Conclusions

Mill-level

1. Selection: no evidence of observable changes or levels
affecting the onset of certification

2. Fair Trade certification is associated with higher prices and
more revenues when the price floor is binding



Conclusions

Individual-level

3. Fair Trade certification has a positive effect of incomes of
those within the same canton

4. There is an additional positive benefit for skilled coffee
growers

I Who are relatively poor and account for 43.5% of coffee’s
workforce

5. There is no additional benefit to unskilled coffee workers
I Who are even poorer and account for 49.7% of coffee’s

workforce

6. Non-farm workers (e.g., intermediaries and their employees)
are hurt by FT

I Who are much wealthier and account for 6.7% of coffee’s
workforce

5. FT is associated with increased school attendance for
high-school-aged children



Fair Trade sales: de Janvry et al (2012)
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Figure 3. Gross FT premium and share of non-organic coffee sold under FT contracts 

Note: The gross FT premium reported is from column (4) in Table 3. Share is from the Association sales data. 
 
 
 

 
Figure 4. Observed quality distribution of non-organic FT and non-FT coffee 



Effects for all above 18 years old (employed or not)

(1) (2) (3) (4)

Fair	Trade	Intensity,	FTI	 0.172* 0.126 0.160
(0.098) (0.093) (0.124)

FTI	x	Coffee 0.506
(0.695)

FTI	x	Skilled 0.051
(0.204)

FTI	x	Unskilled 0.258
(0.223)

FTI	x	Nonfarm 0.156
(0.126)

FTI	x	Coffee	x	Skilled 1.453*** 1.561***
(0.394) (0.385)

FTI	x	Coffee	x	Unskilled -0.203 -0.299
(1.108) (1.109)

FTI	x	Coffee	x	Nonfarm -0.789 -0.785
(1.076) (1.076)

Age,	age2,	gender	&	interactions Y Y Y Y
Education	controls Y Y Y Y
79	Canton	FE Y Y Y Y
9	Year	FE Y Y Y Y
9,813	Industry	x	Occupation	FE N N Y Y
461	Industry	FE Y Y N N
Observations 163,466 163,466 163,466 163,466
Clusters 79 79 79 79
R-squared 0.175 0.175 0.254 0.254

Sample:	All	individuals	18	or	older
Dependent	variable:	ln	monthly	income

Notes:	The	unit	of	observation	is	an	individual.	The	sample	includes	all	individual	over	the	age	of	12	who	report	
an income and an industry and occupation of employment. The dependent variable is the natural log of
monthly income. The variable Coffee is equal to 1 if the individual's primaryindustry of employment is coffee
cultivation.	The	variables	Skilled ,	Unskilled 	and	Nonfarm 	equal	1	if	an	individual's	primary	occupation	is	skilled	
agricultural worker, unskilled agricultural worker or other nonfarm occupation, respectively. All regressions
include education FE, canton FE, yearFE, and controls for age, age-squared,gender, genderx age,and genderx
age-squared.Coefficientsarereportedwith standard errors clusteredat thecanton level. ***, **, and * indicate
significance	at	the	10,	5	and	1	percent	levels.	


