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INTRODUCTION

“Where’s your gut on this one? Which way do you think they’re leaning, Pablo?” asked my chief operating officer, Steve Sellers, in a tone both anxious and hopeful.

“Honestly, brother, I have no idea. I feel like it could go either way at this point. But we still have a good shot.”

I tapped the large boardroom table nervously and looked around the conference room at my team members. They were all armed with multicolored folders and binders packed with charts, reports, and other data for the pitch meeting. Excited anxiety filled the room as people chatted quietly.

“They’re here,” one of my team members observed, looking out the large glass windows enclosing our conference room on the fourth floor of a downtown Oakland office building.

I got out of my chair and walked over to where she was standing. From our vantage we observed our guests making their way through the front door of our brick building. Smack dab in the middle of the pack was the main target of our pitch: Howard Schultz, Mr. Starbucks himself.

It was 2008—a decade since I had launched Fair Trade USA—and we were on the verge of landing a historic deal that would change our organization’s trajectory and could potentially transform the entire coffee industry. We were in negotiations with Schultz and his team to certify Starbucks’ entire coffee supply—all of the roughly 400 million pounds of beans they bought each year—as Fair Trade. That meant the roughly 150,000 farmers around the world who grew beans for Starbucks would receive the protections and premiums our certification provides. We estimated the financial impact to be roughly $50 million per year, funneled up the supply chain to the farming families who needed it most. These are among the most marginalized farmers on earth, often surviving on just dollars a day and consistently teetering on the edge of poverty. The Fair Trade premiums would help pay for things like infrastructure development, health care, and educational programs, which we’ve found help start to break the chains of generational poverty that characterize coffee-farming communities worldwide.

From the perspective of my organization, this deal alone would increase our coffee certification volume by 500 percent. And we believed it would create a domino effect in the coffee industry, bringing other brands along and setting a new bar for coffee sustainability. The potential impact was enormous. The fact that Starbucks was even considering this kind of investment in Fair Trade was unprecedented. Since first partnering with Fair Trade seven years earlier, they hadn’t increased their business with us in any significant way; nor had they shown any indication they planned to. Like many of the companies we work with, Starbucks started small, certifying only 5 percent of their coffee. We hoped they would increase their investment over time, but they simply hadn’t.

Some critics suggested their lack of growth proved that Starbucks’ commitment to Fair Trade was really just a form of greenwashing. They had originally come to us in 1999 in the midst of a global coffee crisis. Due to a prolonged downturn in the price coffee beans were fetching in the global marketplace, hundreds of thousands of farmers around the world were being driven out of business and into severe poverty. Starbucks was trying to get ahead of the PR nightmare that resulted from the crisis, which was garnering significant media attention around the world. So the perception was that they certified just enough of their coffee to be able to use our label and satisfy their critics, keeping the activists at bay.

Regardless of their motives, we were grateful for our partnership with Starbucks. Getting them to certify even a small fraction of their supply chain was a big deal for us at the time. Not only did their modest investment significantly increase the overall volume of coffee we certified, but affiliating our fledgling Fair Trade Certified™ label with the power of the Starbucks brand helped to legitimize us in the eyes of consumers and companies alike at a very early stage in the movement. It helped us to bring in more coffee companies following Starbucks’ lead. Most importantly, it generated millions of dollars for the thousands of farmers who grew their certified beans.

But I also shared the concerns of many critics and believed that Starbucks could and should do more. Starbucks was emerging as a cultural icon. They had changed the way the world thought about coffee, bringing the high-end café experience to the masses. Now they had the chance to help bring more attention to the farmer. They had the ability to affect millions of lives for the better by doubling down on their commitment to “ethical sourcing” and compensating their farmers fairly. I believed we could convince them to do so. We just needed an opportunity.

It took almost ten years, but another shift in the global market brought Starbucks to our boardroom that day in Oakland.

One of Starbucks’ biggest global rivals at the time was McDonald’s, and both giants were competing to expand within the European market. McDonald’s had partnered with Rainforest Alliance, a certification focused primarily on the environment, to certify their coffee as ecologically sustainable. They wanted to appeal to the more socially and environmentally conscious European consumer. To that end, they ran a huge marketing campaign in London and throughout the United Kingdom touting theirs as “the most ethical coffee on High Street.” McDonald’s had, in essence, landed the first punch in the sustainable coffee fight, and Starbucks needed a strong counter.

That’s where we came in. If Starbucks went all in on Fair Trade, they could retake the moral high ground from a key competitor. We had the potential to craft a perfectly symbiotic partnership. Starbucks would shore up the socially conscious element of their brand for the new markets they were trying to penetrate, and we could dramatically increase the size of our impact and generate unprecedented momentum in the coffee world. It was a win-win situation.

But there was a catch.

It was quite an experience to have such a big-name, celebrity CEO like Howard Schultz in the building. We planned a half day of activities prior to the pitch to give Howard and his team the full technicolor Fair Trade experience. We took them on a tour of the office and introduced our staff. We stood at our “Wall of Fame” and admired the packaging of other Fair Trade brands like Ben & Jerry’s, Green Mountain Coffee Roasters, Numi Organic Tea, and Avon Cosmetics—some of which Howard was surprised to see. We gave them a slideshow presentation on our impact model with farmer photos from around the world. We even did a coffee tasting with some of our best beans. Along the way, we discussed the McDonald’s campaign and Starbucks’ motives for working with us, and I was impressed with the Starbucks team’s passion for improving the livelihoods of their suppliers. After a couple of hours, it was time for the big event, and we all settled into our conference room to discuss the potential future of Fair Trade Certified Starbucks coffee.

The meeting started off smoothly. I was so proud of my team as they laid out our carefully constructed plan to help Starbucks make the necessary changes to their supply chain. It would require some investment on both our parts to make it work. Starbucks would need to share all its sourcing information with us and commit to transparency and independent auditing. Both parties would need to invest in increased farmer training around quality, productivity, and compliance with the Fair Trade standards. We would need to commit to a sustained consumer-awareness campaign. It was a big job!

Then there was the issue of economics. The way our model works is twofold: Fair Trade Certified farms must all meet our rigorous standards for both working conditions and environmental sustainability and agree to regular audits to make sure they remain in compliance. But the real gem of the Fair Trade model is our impact premium, which is an additional contribution companies agree to pay that goes directly to the farmers and workers. Not only would Starbucks need to agree to pay the farmers our guaranteed minimum price (which at the time was $1.20 per pound), but they would also need to pay the impact premium of ten cents per pound (it later increased to twenty cents per pound in 2011). This money goes directly back to the farmers in the form of a community development fund. Every year, the farmers vote democratically about how to invest their premiums, choosing projects like clean water, scholarship funds, medical clinics, or agricultural infrastructure to improve the quality and efficiency of their operations. Fair Trade is the only certification model that guarantees farmers a premium, and no other model generates the transformative community economic development that we do. We were able to show the Starbucks team that for a price tag of only $50 million per year—a drop in the bucket compared to their annual profits—they could go 100 percent Fair Trade and have a huge impact on coffee-producing communities around the world. And they would get more credit in the eyes of consumers and their critics.

Right around that time, Starbucks had made a big, public splash by announcing that they were extending health-care benefits to all of their baristas and other staff, including part-timers. It was a bold move and a statement of principle, benefitting more than 150,000 employees, about the same number of farmers Starbucks was sourcing from at the time. Part of our pitch was to draw a comparison between these two key stakeholders in the Starbucks business model: their employees and their farmers. We argued that, from a brand and reputational perspective, a more holistic approach would serve and support both key groups.

As the pitch went on, I periodically stole a glance at Howard to get a read on his response to our presentation. Each time, he seemed engaged and interested, nodding along and asking the occasional question. All seemed to be going well. I was hopeful. Then, finally, the conversation shifted to the elephant in the room.

“This all looks great,” one of their senior team members said. “And we’re excited about expanding our partnership with you. It’s clear that doing so could do a lot for both of our organizations and the farmers we support. But in order to make it work, you’re going to need to make some changes to the Fair Trade standards.”

“Okay,” I said. “What are you thinking?”

“It has to do with your small farmer co-op stipulation,” she said. “That just won’t work for us.”

I knew this was coming. At the time, our Fair Trade standards required that all certified coffee be grown on small farms (less than ten acres). The requirement was an important tool for giving the small farmers a chance to compete in a global market that often left them behind. Our other requirement was that all Fair Trade coffee farmers needed to organize themselves into cooperatives. As in many agricultural industries, co-ops play a huge role in the global coffee world. Co-ops are essentially companies owned by the farmers themselves; they buy and process coffee from their members and then export it directly into the global market.

Starbucks’ supply chain reflected the majority of the coffee industry in that roughly 80 percent of their beans were grown on farms that didn’t meet these two criteria. Either their farmers were too large to fit our Fair Trade standards, or they were not affiliated with a co-op. Adapting this aspect of their business model to the limitations of our standards was a big ask for Starbucks. It would require a complete overhaul of their buying practices and historic farmer relationships.

The coffee industry is extremely far-reaching and complex. There are so many actors involved in growing, processing, shipping, and roasting the beans that ultimately end up in our lattes and Keurig machines. The roasters who create the blends we enjoy, like Peet’s or Starbucks, source their coffee from all over the world. It’s not rare to drink a cup of coffee with beans from Nicaragua, Kenya, and Brazil. Coffee companies are focused more on finding the right mix of coffee qualities than on the types of farms that produce them. For the roast master, it’s all about creating unique flavor profiles that will delight the customer. And to replicate those flavors consistently, roasters tend to form long-term relationships with their suppliers.

It was one thing for Starbucks to pay our premiums and ensure their suppliers met our social and environmental standards. Starbucks seemed willing and able to make that happen. But agreeing to source exclusively from small-farmer cooperatives, which would force them to switch roughly 80 percent of their supply chain, was a bridge too far. I would have loved it if they were willing to change their practices in this way, but in my heart I knew it was unrealistic.

My entire career, I have been a passionate champion of small farmers and co-ops. I got my start with Fair Trade in rural Nicaragua, where I witnessed firsthand how small coffee farmers were completely marginalized from the global marketplace. The majority were living below the poverty line and didn’t have the economies of scale to survive the sharp fluctuations in the commodity prices for their beans. They didn’t have direct access to global markets and often relied on predatory middlemen who would pay them far below market value for their harvests. They rarely had access to banks and credit, forcing them to borrow working capital from unscrupulous moneylenders who could charge as much as 200 percent annual interest. This locked many small farmers into a cycle of generational poverty that was nearly impossible to break. They were the Davids in a battle against the Goliaths of the coffee world: large plantation owners, moneylenders, middlemen, and international traders.

For eleven years, I lived and worked in the remote mountains of Nicaragua, organizing farmers into cooperatives. I was Pablo, the “gringo” who helped farmers come together, build community-owned businesses, and learn to navigate the global market. In my experience, by organizing cooperatives, family farmers could band together, go around the middlemen, and create the scale required to compete against the plantations and the transnational traders. They could gain access to credit, equipment, and training they couldn’t get on their own. They could build their market power and go from being victims of globalization to empowered actors in the global economy.

I’ve seen firsthand how cooperative agriculture can empower farming families and improve their lives. That’s not to say that all cooperatives are perfect, competitive, or democratic. Just as there are bad apples and performance failures in private business, co-ops certainly have their fair share of challenges and failures. But on the whole, I firmly believe that a one-acre farmer who stands alone will always end up a victim of larger market forces, whereas 1,000 small farmers standing together, organized and selling a value-added product directly to the global marketplace, will almost always be more successful.

So, for a long time I was comfortable with the exclusivity of the Fair Trade model for cooperatives. But over the years, my thinking began to evolve. The initial success of our first decade of building the Fair Trade movement in the United States convinced me that our impact could happen at a much larger scale. In order to do that, however, we would need to expand the types of operations we were willing to certify as Fair Trade. I started to have a more inclusive vision and recognized that by limiting our support to small-farmer co-ops, we were excluding the vast majority of the global market. In doing so, we were ignoring the millions of unorganized smallholders as well as the legions of impoverished farmworkers who were working on large plantations in exploitative conditions often for as little as $4 per day. If we could find a way to extend the same kinds of policies and protections—price premiums and social and environmental standards—for farmers and farmworkers outside the co-op movement, we could have a much bigger impact globally.

And we could be a relevant partner for Starbucks and all the companies considering converting their business to Fair Trade.

The meeting with Starbucks ended as positively as it began. Howard and his team were enthusiastic about our pitch and impressed with our attention to showing them how Fair Trade could add significant value to their business model. Our negotiations with Starbucks were like many others we’ve had with companies over the years. They required empathy, creativity, and a willingness to adapt our model to create a win-win outcome. In this case, Howard and his team were asking us to change one of the core criteria of the Fair Trade standards. And we, as an organization, were ready to move in that direction because we could see the enormous potential for impact at scale for everyone in the coffee-growing community, including the cooperatives.

But a decision like this wasn’t just up to my organization alone. At the time, Fair Trade USA was a member of a larger global certifying body called Fairtrade Labeling Organizations (FLO), now called Fairtrade International. We were legally and fiscally independent of FLO, which is a voluntary membership organization, but we were connected in many important ways: we shared resources and infrastructure, especially the farm-auditing function that encompassed the globe. We also shared the same standards, so their Fair Trade label on a product in Europe meant the same thing as our distinct label in the United States. Changing the rules to allow all types of coffee farms under the Fair Trade banner would require convincing our global partners at FLO.

So we parted ways with the Starbucks team that day with an agreement to engage our colleagues at FLO and explore changing our criteria. Given the size and historic nature of the Starbucks opportunity, I was cautiously optimistic that my fellow Fair Traders in Europe would be receptive.

Weeks later, I went to FLO headquarters in Bonn, Germany, and made my pitch to the board (of which I was also an elected member). I argued that we shouldn’t see expanding our standards to accommodate large farms and unorganized smallholders as a concession to big companies like Starbucks; nor should we assume that opening up the model to all kinds of farms would hurt cooperatives. On the contrary, I argued, this was our chance to partner with the icon of the global coffee industry to greatly widen the scale of our social impact, benefiting all producers. On the other hand, by keeping our standards narrow and exclusive to co-ops, we literally couldn’t protect the majority of the coffee labor force worldwide—a fundamental betrayal of our social justice values. By staying narrow, I argued, we were doomed to stay small.

I managed to sway a few of the other FLO board members. But in the end, a change like this would require convincing a majority of the FLO board to agree. Some board members were representatives of coffee co-ops who were skeptical of the move, and I couldn’t blame them. Many had spent their lives battling the Goliaths I was asking them to let into our Fair Trade community. These leaders were afraid that if we allowed larger farms to be certified as Fair Trade, they would capture the market and push the smaller farmers out. They assumed a “fixed pie” mentality and couldn’t imagine the win-win scenario of an expanding market where all producers could thrive together.

The decision came down to a vote, and I lost. The FLO board rejected our proposed changes to the standards. I flew home empty-handed. And so we lost the Starbucks deal. It was simply unfeasible for them to go all in with us if we couldn’t certify the thousands of farmers they had built trusted sourcing relationships with over many years. Later, I pitched Howard and his team on the idea of phasing in our plan over several years, which might give me more time to work with FLO to evolve our standards, but to no avail. Starbucks wanted to move quickly.

Within a year, the window of opportunity had closed. McDonald’s didn’t turn out to be nearly as big a threat as Starbucks had anticipated, and so their incentive to expand their partnership with us fizzled. Over the years, they continued to certify a few of their product lines as Fair Trade, which represented a small percentage of their total coffee. But in 2022, they dropped even that line. Instead, Starbucks leaned into developing their own in-house code of conduct called C.A.F.E. Practices, which has many similarities to Fair Trade but doesn’t guarantee an impact premium or include the rigor of a third-party certification program. Today, Starbucks says 100 percent of their coffee meets this C.A.F.E. Practices standard. Interestingly enough, in early 2024 the National Consumers League sued Starbucks for misrepresentation. The lawsuit alleges that the company’s claim that 100 percent of their coffee and tea is “ethically sourced” is false and misleading. It appears that their self-enforced C.A.F.E. Practices standards haven’t been able to root out the human rights violations and labor abuses in their supply chains (Kavilanz, 2024).

AN OPPORTUNITY TO EVOLVE

Looking back on it now, the failure to expand our partnership with Starbucks in 2008 may be, to this day, the biggest regret of my career. There’s no telling exactly what kind of momentum the deal would have sparked within the Fair Trade and broader ethical sourcing movements, but it would have been significant. Imagine what seeing a Fair Trade label on every Starbucks cup and package would have done to accelerate the conscious consumer movement as a whole. Think about how much social and economic impact this would have created for the twenty-five million farmers and farmworkers around the world who grow coffee.

Yet, as failures do, the Starbucks deal also presented me and my organization with a huge opportunity to learn from our mistakes. As I’ll explore in the book, these lessons eventually led to a profound shift in our business model—one that set the stage for the dramatic growth of our impact over the past decade. It’s helped us to grow the little green-and-black Fair Trade Certified label into the third most recognized sustainability seal in the United States (behind only organic and non-GMO (non–genetically modified organisms), one that now adorns the products of over 1,700 leading brands and retailers, from Patagonia to Walmart. In 2024, our cumulative financial impact for farmers and workers grew to over $1.2 billion.

Despite all this growth, I’m convinced that we are still only scratching the surface of the impact Fair Trade and other types of ethical sourcing can have in the global economy. For example, in a recent consumer study we found that two-thirds of Americans recognize our label and have an accurate sense of what it represents. Yet, as of 2023, less than 1 percent of total US shopping dollars were spent on Fair Trade products. While we’ve partnered with many mainstream companies like Starbucks, in most cases their commitment to Fair Trade has been relatively small. This gap between awareness and purchase is common in this early chapter of the ethical sourcing movement. Even organic, which has been around a lot longer and enjoys over 80 percent consumer awareness, only accounts for 6 percent of total US food sales (Organic Trade Association, 2023).

How do we close this gap between consumer awareness and purchasing behavior? This is one of the main questions that sustainability leaders everywhere are grappling with. How do responsible sourcing movements like Fair Trade and organic evolve from niche market segments into mainstream models that fundamentally change the way the world does business? What needs to happen for sustainable supply chains, living wages, and responsible shopping to become the norm rather than the exception? Can ethically sourced products ever reach mainstream market penetration if priced higher than their conventional counterparts?

I’m a firm believer that we are in the early stages of a new phase of capitalism in which the interests of companies are starting to align with those of the farmers and workers who produce their goods. Some call this conscious capitalism or stakeholder capitalism. Others call it sustainable business or triple-bottom-line thinking. When applied to supply chain practices, this phenomenon is referred to as ethical or responsible sourcing. Fundamentally, it’s based on the idea that business can be a powerful tool for tackling many of the economic, social, and environmental challenges we face today. It does so by creating what Harvard business professor Michael Porter describes as “shared value” for all the stakeholders in any given economic system: companies, workers, society at large, and the natural environment. As Porter points out, “Businesses create shared value when they can make a profit—create economic value—while simultaneously meeting important social needs” (Driver, 2012).

I’ve seen this growing movement toward creating shared value within the business community firsthand. I’ve sat with Fortune 500 CEOs who aren’t only committed to short-term returns for their investors but also care about the working families their business models support. I’ve seen the dedication that many business leaders have to making sure their supply chains are responsible, both socially and environmentally. Many of those leaders have bet on the unknown when partnering with us. They’ve banked on the hope that customers will reward them by buying more of their products if they carry a Fair Trade Certified label because their customers increasingly care about the impact of their personal shopping choices. In most cases, those bets have paid off, often in unexpected ways. In other cases, not so much. But on the whole, our movement and impact have grown, and that gives me a tremendous sense of optimism for the long-term evolution of supply chain practices.

Most of the time, progress feels painfully slow. This is especially true for me because, over my forty years of world travels, I’ve come to know so many farmers and workers personally. I feel their pain and disappointment at not being able to provide the kind of life for their kids that they dream of because the market price for their harvests is so low. But if we zoom out and look at the evolution of supply chain practices and responsible sourcing over the last forty years, the progress is undeniable. If you talk to Fair Trade farmers and workers, their hope for the future is generally strong.

I’m convinced that this more enlightened future is coming, but I don’t believe it will happen automatically. It certainly hasn’t thus far. It will require continuous innovation and a willingness to evolve. As the Starbucks experience showed us, models of conscious business like Fair Trade must adapt in order to remain relevant. We must work with the business community to make sure that we are solving their problems and creating value for them. I’ve always believed that ethical sourcing won’t work for farmers and workers if it doesn’t work for industry and consumers as well. My organization has been built, brick by brick, through a series of negotiations, experiments, and partnerships with the companies we work with and the producers we support. It continues to be a dynamic dance between the different stakeholders involved in producing, selling, and consuming the products people buy every day. It’s one that requires give-and-take and a willingness to learn, adapt, and evolve.

I’ve learned this evolutionary lesson the hard way over my twenty-six years at the helm of one of the world’s most recognized and successful sustainability labels. I’ve experienced the direct consequences of failing to evolve in a timely way, like the Starbucks deal—“the one that got away.” And I’ve experienced the shared value and social impact that can be unlocked when we’ve been willing to innovate. This book explores that evolution. I’ll share stories of the visionary leaders who have risked their reputations and careers to make Fair Trade work. I’ll reflect on the lessons learned in my efforts to turn business into a force for good and why I think they have implications for all of us who, in one way or another, participate in the global marketplace. Most importantly, I hope to share why I believe we should all feel hopeful and inspired about our future, despite there being so much bad news in the world today.

This book is the untold story of the Fair Trade movement, recounted by the protagonists and stakeholders who are building it. It’s an encyclopedia of insights shared by the business leaders who are pioneering this new chapter in global capitalism. It’s a how-to for practitioners of ethical sourcing in all its versions. It’s a love story between hard-boiled corporate executives and the humble farming families in their supply chains. It’s a road map for consumers who are curious about how they can make a difference. Ultimately, this is a book of hope.
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