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TERMS OF REFERENCE 

Desk-Based Study on the Impact of Fairtrade Minimum Price on 

Fairtrade Coffee Cooperatives and Farmers     

9th August 2019 

Introduction to Fairtrade & the Fairtrade Minimum Price  

Fairtrade is an alternative approach to conventional trade and is based on a partnership between farmers, 
workers, and consumers. When farmers can sell on Fairtrade terms, it provides them with a better deal 
and improved terms of trade.  

Fairtrade’s vision is a world in which all farmers can enjoy secure and sustainable livelihoods, fulfil their 
potential and decide on their future. Fairtrade therefore works to provide farmers from developing 
countries with fairer trade conditions that allow them to combat poverty, strengthen their position and 
take control over their lives.  

One of Fairtrade’s main interventions is the Fairtrade Minimum Price (FMP). The FMP represents one of 
the unique and distinctive features of the Fairtrade system. The FMP is designed as a floor price which 
aims to cover the average costs of production of farmers and still allow them to have access to their 
product markets. FMP thus protects Fairtrade farmers against being forced to sell their products at too 
low levels when market prices are depressed. The FMP comes into effect when the reference market price 
or the negotiated price would be below the FMP set for a product. When market prices are higher than 
the FMP the Fairtrade standard stipulates the higher rates should apply. 

The Fairtrade farmers must at least be paid the FMP for their Fairtrade products. When possible, global or 
regional FMP are set; otherwise national FMP are set. Besides FMP, farmers or workers of a certified small 
producer organization or company, respectively, also receive a Fairtrade Premium (FP).1 Therefore, the 
development of a FMP normally precedes the determination of a FP. For products for which there is a 
FMP, the FP is paid in addition to the FMP. The main benefits the FMP brings to Fairtrade farmers are: 

 to ensure that the price farmers receive for their Fairtrade products will enable them to cover 
their costs of sustainable production;  

 to protect farmer’s revenues in periods of low market prices;  

                                                           
1 See more details here: https://www.fairtrade.net/standards/price-and-premium-
info.html?utm_content=fairtrade%2520insider%2520june%25202016%2520cid_39e5d6f30910742c748f16e668614e3a&utm_te
rm=find%2520out%2520more%2520about%2520these%2520projects  

https://www.fairtrade.net/standards/price-and-premium-info.html?utm_content=fairtrade%2520insider%2520june%25202016%2520cid_39e5d6f30910742c748f16e668614e3a&utm_term=find%2520out%2520more%2520about%2520these%2520projects
https://www.fairtrade.net/standards/price-and-premium-info.html?utm_content=fairtrade%2520insider%2520june%25202016%2520cid_39e5d6f30910742c748f16e668614e3a&utm_term=find%2520out%2520more%2520about%2520these%2520projects
https://www.fairtrade.net/standards/price-and-premium-info.html?utm_content=fairtrade%2520insider%2520june%25202016%2520cid_39e5d6f30910742c748f16e668614e3a&utm_term=find%2520out%2520more%2520about%2520these%2520projects
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 to provide a “safe value” for guiding farmers’ investment decisions, including providing 
collaterals for bank credits/loans. 

 

Fairtrade & Coffee 

Along with bananas and cocoa, coffee is one of Fairtrade’s three most popular products. Comprised of 
over 600 cooperatives, representing nearly 820,000 smallholder farmers, Fairtrade coffee generates over 
€50 million in FP funding to farmers on an annual basis. During periods of extended low prices, mostly due 
to market and supply conditions beyond the influence of smallholders, the FMP is intended to provide a 
critical lifeline to farmers struggling to meet their cost of production as well as to meet the needs of their 
family. Inter alia, the FP provides the opportunity (amongst other things) to invest in productivity and 
quality improvement, community development projects, or develop capacity building strategies that can 
help to insulate at-risk cooperatives to better weather the effects of the next price crisis.  

Under current market prices, where the NY ‘C’ market has hit levels not seen since 2001-2002, the 
relevance of the FMP is even more critical. For farmers, this is a bare minimum which they need to cover 
their average costs of sustainable production, and as such must be protected. To allow them to invest in 
their farms, deal with external threats such as climate change, and provide a decent living for them and 
their families in the long term, much more is in fact needed. This is why Fairtrade is, in parallel to our work 
on pricing, advocating for a living income for farmers and a living wage for workers and establishing what 
needs to be done to achieve this.2 

Sustainable pricing is a critical element within Fairtrade’s Living Income Strategy, whereby the FMP is seen 
as a first step towards a price that enables a living income for smallholder farmers and strategic investment 
of the FP enables the achievement of sustainable farm yields. Fairtrade has preliminarily quantified and 
qualified3 the channels and mechanisms of the flow of money from cooperatives to their members (the 
farmers themselves). However, the impact of the FMP (which is received by the cooperatives) on 
improving prices and revenues received by farmers, as well as increasing household income, has not been 
fully explored.   

 

Project Objectives  

We wish to better understand the role of the FMP as a safety net for Fairtrade coffee farmers and 
cooperatives in Latin America (particularly Colombia and Honduras) versus those that were non-Fairtrade 
certified, during the recent period of low market prices (2016 onwards). Specifically, we wish to know:  

                                                           
2  See: There is only one way out of the Global Coffee Crisis – Pay More (Fairtrade International, July 2019) 
https://www.fairtrade.net/new/latest-news/single-view/article/theres-only-one-way-out-of-the-global-coffee-crisis-pay-
more.html  
3  Assessing Coffee Farmer Income, by True Price, Commissioned by Fairtrade International (2017). Available here: 
https://www.fairtrade.net/impact-research/evaluation-research.html  

https://www.fairtrade.net/new/latest-news/single-view/article/theres-only-one-way-out-of-the-global-coffee-crisis-pay-more.html
https://www.fairtrade.net/new/latest-news/single-view/article/theres-only-one-way-out-of-the-global-coffee-crisis-pay-more.html
https://www.fairtrade.net/impact-research/evaluation-research.html
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At the Cooperative Level  

1. Has the FMP influenced the volumes of coffee sold (both on Fairtrade and non-Fairtrade terms) 
by Fairtrade-certified cooperatives? Has the FMP served as a bottleneck to sell, or lead to an 
increase in bonded contract sales? 

2. Has the FMP led to Fairtrade-certified coffee cooperatives receiving higher overall average prices 
for coffee (taking into account the volumes sold as Fairtrade and non-Fairtrade) than comparable4 
non-Fairtrade certified coffee cooperatives? 

3. Has the FMP led to Fairtrade-certified coffee cooperatives receiving higher net revenues (share of 
price differential kept at cooperative level) from coffee (taking into account expenses, as well as 
the volumes sold as Fairtrade and non-Fairtrade) than comparable non-Fairtrade certified coffee 
cooperatives? 

4. [For #1 - #3 above] If so, to what extent and under what conditions5? How does the average price 
and/or revenue relate to the Fairtrade sales percentage? What have the higher prices/revenues 
enabled the cooperatives to do (e.g. invest in producing higher quality coffee, other cooperative 
investments, etc)? 

If not, why not? Are there unintended negative impacts from being Fairtrade certified?  

At the Producer Level   

5. Has the FMP led to farmers within Fairtrade-certified coffee cooperatives receiving higher average 
prices for coffee (at the ‘farm gate’) than farmers within comparable non-Fairtrade certified coffee 
cooperatives? 

6. Has the FMP led to farmers within Fairtrade-certified coffee cooperatives receiving higher net 
revenues from coffee (taking into account costs of production) than farmers within non-Fairtrade 
certified coffee cooperatives?  

7. [For #5 and #6 above] If so, to what extent and under what conditions (such as in proportion to 
Fairtrade sales, etc.)? What have the higher prices/revenues enabled the farmers to do (e.g. invest 
in producing higher quality coffee, etc)?  

If not, why not? 

8. [If the data is available, or can be estimated using a model] Has the FMP led to farmers within 
Fairtrade-certified coffee cooperatives having a higher household income from coffee than 
comparable farmers within comparable non-Fairtrade certified coffee cooperatives? Is there any 

                                                           
4 Similar in size, coffee quality, sales structure etc. Comparability criteria to be discussed with the selected team.  
5 For example, how do factors such as % of coffee sold as Fairtrade, total sales, productivity, duration and strength of contracts, 
Fairtrade differential (market price versus FMP), premium investments, and market price stability (this is a non-exhaustive list) 
matter?  
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other measurable increase with other indicators related to household well-being (school 
attendance, health outcomes, etc.)? 

These research questions are intended to be answered through a two-stage study.  

The first stage (which is within the scope of this ToR) is a desk-based study including a literature review as 
well as an analysis of relevant datasets held in the public domain and by Fairtrade. The literature review 
will be focused on scientific literature looking at coffee farmers and cooperatives in Latin America, ideally 
those analysing some of the aforementioned economic indicators and with the ability to compare a 
Fairtrade cooperative versus a non-Fairtrade cooperative. While we hope that the literature review can 
also give access to datasets, the literature review is envisioned to mostly give access to valuable qualitative 
information, while also helping to understand and contextualize any price differences given local market 
dynamics.6   

Analysis of quantitative data (likely to be acquired through organizations in the region, such as the 
Federación Nacional de Cafeteros (FNC) in Colombia7, Coordinadora de Comercio Justo and Instituto 
Hondureño del Café in Honduras) be complementary to an analysis of internal Fairtrade data. Fairtrade 
data will provide detailed pricing information for Fairtrade coffee cooperatives (and in limited cases, 
Fairtrade coffee farmers).  

We recognize that it may be difficult or even impossible to gain access to supply-chain specific price and 
revenue data for non-Fairtrade certified coffee cooperatives and farmers, as this data is often confidential. 
If this ends up being the case, we propose to use the reference market price as the basis on which to create 
a theoretical model which estimates the price and revenues received by non-Fairtrade cooperatives and 
their farmers, taking into account all relevant known costs and variables. The theoretical model should be 
‘ground-truthed’ with networks in the countries in question.   

Stage two will be a follow-up field-based study in which primary data is collected from Fairtrade & non-
Fairtrade coffee farmers and cooperatives in Latin America to verify and add to Stage One findings. This 
stage is envisioned to use both qualitative and quantitative methods such as analysis of primary 
documents from cooperatives, semi-structured interviews with cooperative management, focus groups 
with farmers, household surveys with both qualitative and quantitative indicators, etc. This stage is not 
covered by the scope of this Terms of Reference, but is envisioned to take place in 2020 – 2021 and to be 
funded either by Fairtrade or alternatively through external donor funding. Relatedly, one of the 
deliverables for Stage One will be a funding proposal enabling an application to the relevant external 
donor.    

 

                                                           
6 For example, in localities where there is a large percentage of Fairtrade-certified cooperatives, it might be the case that this is 
causing the local market reference price to rise for all cooperatives in this area. While this is good from a livelihoods perspective, 
it may diminish the incremental price benefit of Fairtrade membership. This type of context will be necessary to mention when 
drafting a narrative on the findings from the quantitative analysis.  
7  At https://www.federaciondecafeteros.org/static/files/precio_cafe.pdf  we can see an example of the local price information 
made available in Colombia by the FNC based on the guaranteed price. 
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Project Requirements  

The successful research institute will be required to, in consultation with relevant stakeholders in Fairtrade 
International and the Fairtrade Producer Networks:  

1. Guide the development of the (if necessary) theoretical model to estimate price/revenue of non-
Fairtrade certified cooperatives. This will involve commenting on the selection of relevant 
economic indicators to include at the farmer and cooperative level, keeping in mind the research 
objective and data availability both in public datasets and those held by Fairtrade.  

2. Determine the criteria8 by which literature will be included in the review, and thereafter conduct 
the literature review using these criteria. It is expected that the review will draw upon all relevant 
types of literature including academic literature published in peer-reviewed journals as well as 
literature produced or commissioned by credible non-governmental organizations, think tanks, 
and policy institutes (“grey literature”).  

Because of the need to access all sorts of literature, the research institute is required to have 
access to paywalled literature in journals, most likely through an institutional subscription.  

3. Reach out to relevant organizations in the in-scope countries to gain access to necessary datasets, 
and subsequently search these non-Fairtrade and Fairtrade datasets for quantitative data on the 
relevant economic indicators. 

4. Conduct economic analysis using the gathered data, so to come to a conclusion on the core 
research questions.  

5. Use the results of the literature review and data analysis to create a synthesis report detailing key 
findings and recommendations.   

6. Use the synthesis report to create a funding proposal for Stage Two. The proposal should 
incorporate key findings gained from Stage One but also propose a relevant research approach, 
methods, and budget. This proposal should be written so as to fit the requirements of a real-life 
funding organization relevant to Fairtrade’s work.  

7. Present key findings to relevant stakeholders within the Fairtrade system through a webinar or in-
person meeting.   

 

Deliverables 

The deliverables for this project will flow naturally from the project requirements, and thus include: 

                                                           
8 Such as geographic scope, # of organizations covered, publishing venue, rigor of methods, etc.  
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1.  A brief inception report of methodology and data analysis to be tools used and research ethics 
and protocol followed. 
 

2. A draft and final report, including narrative text combined with relevant tables, charts, and 
visualizations, with chapters including (but not necessarily limited to)  

a) Executive Summary & Policy Brief (2-pager with key findings and recommendations that 
can be disseminated externally) 

b) Introduction  
c) Approach & Methods 
d) The findings from the literature review   
e) The findings from the data analysis   
f) A synthesis chapter interpreting together the findings from (c) and (d), and making any 

recommendations on Fairtrade’s work in coffee    
g) Conclusion  

 
3. The full donor proposal for the follow-up field study in Latin America.  

 
4. All raw and analyzed data, as well as any products of analysis (regression results, tables, charts, 

figures, infographics, other visuals) as separate files.  
 

5. A final presentation, either via webinar or in person (depending on where the research institute is 
located).  

Conditions and extent of external publication of findings related to this project can be discussed with the 
successful team, recognizing that teams within research institutes often want to publish their findings in 
academic journals. Unless otherwise negotiated, the default assumption will be that all intellectual 
property will belong to Fairtrade International.  

 

Project Timeline  

Since this is a desk-based project, we aim to have it completed within a maximum of six months. A timeline 
for the work is below.  

 30th August 2019: Proposals due 

 Mid-September 2019: Research team selected, discussions to begin, Fairtrade data to be provided  

 Late-September 2019: Inception Report Due 

 Mid-October 2019: Start of literature review and data analysis   

 Mid-December 2019: Completion of literature review and data analysis  

 End-January 2020: Draft report due & presentation  

 End-February 2020: All deliverables due including funding proposal  
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Selection Criteria 

The project will be awarded to a research institute with a team meeting the following criteria:  

Essential 

 Fluency in English and Spanish, spoken and written.  

 Successful experience in searching and analyzing large datasets, developing economic models, and 
conducting complex quantitative economic analyses  

 Successful experience in conducting literature reviews. Familiarity with the literature on 
smallholder production under certification systems 

 Successful experience in writing proposals for follow-on funding, and familiarity with donors and 
donor requirements   

 Access to paywalled journal literature  

 Team availability during the timeframes indicated (including for interviews in early 
September) 

Highly Desirable  

 Background in coffee, with past work related to analyzing datasets related to smallholder coffee 
farmers, cooperatives, and/or sustainable livelihoods in Latin America.    

 Professional networks in Latin America (particularly Colombia and Honduras) that could be 
used for remote ‘ground-truthing’ of findings.  

 Familiarity with theories/literature examining impact of price-floor interventions (similar to 
the FMP) on economic indicators at the household/producer and group/producer organization 
level (not necessarily related to coffee).  

 Understanding of Fairtrade principles, key tools and approaches, including the FMP, FP, 
Fairtrade Theory of Change, standards and producer support, and/or Fairtrade structures 

 Knowledge of SDGs, child protection, social inclusion and gender equality  

 Ability to create interesting and eye-catching data visualizations and presentations. 

 Desire to continue to work with Fairtrade in a collaborative capacity after the project ends (e.g. 
to further develop and submit the funding proposal on a non-commissioned basis).  
 

Project Budget  

The total budget for this project is currently €25,000. Please note that all costs invoiced must be below 
this amount, including a mandatory 19% VAT payable in Germany (as this is where Fairtrade is 
headquartered). This implies that that the amount chargeable before VAT is ~€21,000.  
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Application Process  

If you are interested in being considered for this tender, please send a short proposal (10-15 pages max) 
detailing (1) how your research team meets the selection criteria (including links to past relevant work), 
(2) describing the approach you would take, detailing your team’s knowledge and access to existing 
relevant datasets and your proposed methods for the literature review and quantitative data analysis (3) 
a detailed project timeline, and (4) a budget. Please include your team’s CVs as an appendix (not counted 
towards the page limit).  

Call published: 9th August 2019  
Deadline: 30th August 2019  

The contact persons at Fairtrade for this project are Mrs. Carla Veldhuyzen, Senior Advisor Sustainable 
Livelihoods, at c.veldhuyzen@fairtrade.net and Dr. Jesse Hastings, MEL Manager at Fairtrade International, 
at j.hastings@fairtrade.net.  

Please send all questions (if any) on Fairtrade’s Living Income work in coffee to Mrs. Veldhuyzen and all 
proposals to Dr. Jesse Hastings. Please note that all application materials will be shared with a selection 
committee, which will include representatives of members of the Fairtrade system located in multiple 
countries, including outside of the EU. Your submission of a proposal will be taken as de-facto consent to 
share your personal data with those on the selection committee. 

 

Additional notes on eligibility and visibility (please read) 

The services provided under this tender are part of a EU-funded project. Accordingly, this tender process 
follows EU regulation on procurement by grant Beneficiaries in the context of European Union external 
actions. Participation in tender procedures managed by the Beneficiary is open on equal terms to all 
natural persons who are nationals of, and legal persons that are effectively established in, one of the 
following eligible countries/territories/beneficiaries: 

(a) EU Member States  

(b) Instrument for Pre-Accession Assistance (IPA)9 II beneficiaries (listed in the Annex I of IPA II 
Instrument) 

(c) European Economic Area  

                                                           
9 https://ec.europa.eu/regional_policy/en/funding/ipa/  

mailto:c.veldhuyzen@fairtrade.net
mailto:j.hastings@fairtrade.net
https://ec.europa.eu/regional_policy/en/funding/ipa/
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(d) Developing countries and territories, (included in the OECD-DAC list of ODA recipients[1]), which 
are not members of the G20 group[2]:  

(i) Least Developed Countries (LDCs)  

(ii) Other Low Income Countries  

(iii) Lower Middle Income Countries and Territories  

(iv) Upper Middle Income Countries and Territories  

(e) Overseas Countries and Territories (OCTs) covered by Council Decision 2013/755/EU of 25 
November 2013 on the association of the overseas countries and territories with the European 
Union  

(f) Member States of the OECD are also eligible when contracts are implemented in a Least 
Developed Country[3]  or in a Highly Indebted Poor Country (HIPC)[4].  

(g) (i)     Developing countries, as included in the list of ODA recipients, which are 
members of the G20 group;  

(ii)   any other countries and territories (ie. all countries of the world). 

The entities of these countries can only participate in procedures, where the country itself is a 
beneficiary of the action. This can happen in particular, in thematic programmes, programmes 
financed under the Partnership Instrument 10  or where the success of a regional programme 
necessitates the participation of the said country.  

(h) any countries for which reciprocal access to external assistance is established by the 
Commission.” 

                                                           
[1] Please check the DAC List of ODA Recipients, effective for reporting on 2018, 2019 and 2020 flows. 

[2] Non eligible G20 Members developing countries are: India, Indonesia, Argentina, Brazil, China, Mexico, South Africa. South 
Africa will be eligible when the action will be co-financed with the EDF. Turkey is also a developing country (upper middle income) 
G20 Member but is eligible as a beneficiary listed in the Annex I of the IPA II. 

[3] See appendix 4 for the full list of LDCs. 

[4]  HIPCs are: Afghanistan, Benin, Bolivia, Burkina Faso, Burundi, Cameroon, Central African Republic, Chad, Comoros, Côte 
d’Ivoire, Democratic Republic of Congo, Ethiopia, Ghana, Guinea, Guinea-Bissau, Guyana, Haiti, Honduras, Liberia, Madagascar, 
Malawi, Mali, Mauritania, Mozambique, Nicaragua, Niger, Republic of Congo, Rwanda, São Tomé & Príncipe, Senegal, Sierra 
Leone, Tanzania, The Gambia, Togo, Uganda, Zambia. 

 

10 https://ec.europa.eu/europeaid/funding/funding-instruments-programming/funding-instruments/partnership-instrument_en 
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Deliverables for this project need to follow EU visibility rules. An annex listing all these visibility rules is 
available upon request, but are summarized as ensuring that the European Union is visibly recognized as 
the donor in all workshops, publications, and communications.  


