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EXPLANATORY DOCUMENT FOR THE 
GENERIC FAIRTRADE TRADE STANDARD  

 

 

This document may be principally helpful to  

- Staff of Small Producers’ Organizations,  
- Members of the Joint Body and the management of the company in hired labour set-ups,  
- the Promoting Body and the representatives in the Producer Executive Body in Contract 

Production projects and 
- Operators that trade Fairtrade products or handle the Fairtrade Minimum Price and 

Fairtrade Premium.  

For producers in Small Producers’ Organizations and in Contract Production projects and 
workers in hired labour set-ups, this document may be helpful to raise awareness about 
trade requirements, especially about Premium payments and payment terms. Operators that 
are new in the Fairtrade system may also find it particularly helpful. 

The Fairtrade International Standards Unit provides this Explanatory Document to all 
stakeholders to explain the intent and requirements of the standard and to guide to full 
understanding of these. This Explanatory Document however is not part of the Standard, 
and neither does it replace it. Operators will only be audited on the Standard, not on this 
Explanatory Document.  

Photos: Tea – India, Didier Gentilhomme; Cocoa – Ivory Coast, Marie-Amélie Ormières; Flowers – Kenya, Fairtrade International SU; Bananas – Dominican 
Republic, Nicolas Gauthy 
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1 Introduction: The purpose of the document 
This document is intended to help understand the Generic Fairtrade Trade Standard. It 
should be read together with the Standard 
(www.fairtrade.net/generic_trade_standards.html), the applicable Producer Standards (See 
http://www.fairtrade.net/generic_standards.html) and the Fairtrade International Product 
Standards http://www.fairtrade.net/product_standards.html). 

Every organization is different, and representatives of producers can also request practical 
and specific regional advice from the Fairtrade International Liaison Officer or Producer 
Services and Relations Unit Coordinator for their region. When in doubt, ask the Producer 
Services and Relations Unit (PSR) at Fairtrade International. 

  This symbol will be used to refer to the Generic Fairtrade Trade Standard 

2 What is Fairtrade? 
Fairtrade’s vision is a world in which all producers can enjoy secure, sustainable livelihoods, 
fulfil their potential and decide on their future. It is a trade relationship looking for equity and 
connecting disadvantaged producers and consumers. It allows producers to reach export 
markets under fairer conditions, strengthen their position in international trade, gain 
improved access to finance, and take part in capacity-building programs and generally take 
more control over their lives. For workers on farms, it means primarily decent wages, the 
right to join trade unions and overall better working conditions. 

In order to be part of the Fairtrade system, traders and producers have to meet certain 
criteria which are defined in the Fairtrade Standards set by Fairtrade International. A 
certification body audits and grants certificates to producers and traders for complying with 
this standard. 

 

3 What is the underlying principle of the Generic T rade 
Standards (GTS)? 

The aim of these standards is to foster the establishment of mutually beneficial and 
sustained trade relationships between Fairtrade certified producers and traders. It is also 
intended to provide greater transparency of the flow of Fairtrade Premium and prices as a 
core element of the GTS. These standards provide a consistent set of trade standards 
across all Fairtrade products.  

All requirements in the GTS are minimum requirements, meaning that operators have to 
comply with all of them upon first certification. As an exception to this rule, there is a 
transition period for compliance with the physical traceability requirements until 15.02.2011 
(see Traceability section for more details).  

 

4 To whom do these standards apply? 
These standards apply to all who trade (buy, sell or process) Fairtrade certified products, up 
to the point where the product is in its final packaging. In other words this means that within 
this scope all operators who take legal ownership of Fairtrade certified products must be 
audited and certified against these standards. This can vary among products and supply 
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chains. In fresh fruit for example, producers often label and package the product at the 
producers’ site. Since tracking of the Fairtrade Price and Premium payment is a core part of 
the GTS it is therefore necessary to specify that in addition to the above, all Fairtrade payers 
(being responsible for paying the Fairtrade Price and Fairtrade Premium) and conveyors1 
(receiving or handling the Fairtrade price and Fairtrade Premium) must comply with this 
standard. 

 

5 Which additional documents are relevant for 
certification? 

The GTS is the main reference and forms the basis for all trade relationships in Fairtrade. 
For producers the GTS standard applies along with the relevant Generic Fairtrade Producer 
Standard2. In addition to the generic standards, Fairtrade International publishes product-
specific standards  that need to be considered when producing and trading a specific 
product.3 For some products, requirements in the product-specific standards might differ 
from the generic standards. This is then explicitly mentioned in the GTS (e.g. for contracts). 

Fairtrade Minimum Prices and Fairtrade Premium levels are published separately from the 
product standards. An updated version of the Fairtrade Minimum  Price and Fairtrade 
Premium database  can be found on the Fairtrade International website4. Those responsible 
for paying the Fairtrade Price and Premium to producers (Fairtrade payers and conveyors) 
have to make sure that their payments at least meet the Fairtrade Minimum Prices or the 
relevant market price whichever is higher, plus the Fairtrade Premiums published by 
Fairtrade International. Also, producers need to make sure that they are informed about 
relevant Fairtrade Minimum Prices and Fairtrade Premium levels.  

 

6 How are operators certified and audited? 
Operators wanting to apply for Fairtrade certification have to get in contact with FLO-CERT. 
More information on the application process can be found on the website: www.flo-
cert.net/flo-cert/main.php?id=82. After the initial certification, yearly audits are carried out to 
check if operators comply with the Fairtrade standards. At audits and for certification 
decisions the certification body follows the exact wording of the standard and its objectives. 
Technical compliance criteria for the standards (meaning a list of what operators are 
expected to do to fulfill the standards) are published by FLO-CERT. This is a very useful 
checklist and can be accessed at www.flo-cert.net/flo-cert/main.php?id=60. For producers, 
the trade requirements for the relevant set-up (SPO, HL or CP) are included in the 
compliance criteria list, which means that there is only one single checklist to follow for each 
set-up (see web link above). For traders, the GTS related requirements are listed in a 
separate document (see web link above). When there is doubt over whether an operator has 
correctly fulfilled a requirement, the certification body will make its assessment according to 
the objectives of the standards.  

                                                           
1 The concept of the Fairtrade conveyor is explained in more detail in the pricing section of this document. 
2 www.fairtrade.net/generic_producer_standards.html  
3
 www.fairtrade.net/product-standards.html?&L=1s  

4 www.fairtrade.net/793.html?&L=0  
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7 Summary of Requirements 
7.1 Certification 

 Generic Fairtrade Trade Standard 1.1.1 - 1.1.5 

All trading operators who take ownership of the Fairtrade product at some point in the supply 
chain or handle the Fairtrade Price and Fairtrade Premium will be audited in order to check if 
they are in line with Fairtrade standards. The operator makes sure that all sites which are 
related to Fairtrade activities including storage and processing buildings, can be accessed 
by auditors. The certification body decides on a case by case basis if it is necessary to check 
subcontractors. They assess if there is a risk that standards are not entirely respected at the 
subcontracting site and decide if consequently, an inspection is needed. Operators can 
support the certification body by providing information about their subcontractors, relevant 
documents or plans to reduce an existing risk and to enable the certification body to take a 
sound decision on whether an audit is necessary or not. In case two operators use a 
common processing unit on sub-contract, they both have to provide details separately (e.g. 
for the social compliance third party audit report in the case of cotton). 

When newly certified producers enter the system, only products that have been kept for up 
to one year before the first certification can be sold as Fairtrade. This means that new 
Fairtrade producers can begin selling recently harvested or stocked products without having 
to wait for the next harvest or production. Traceability rules have to be respected for these 
products (see below). 

All operators have to name one key contact person who is responsible for all Fairtrade 
matters and provides the certification body with updated contact details and other relevant 
information.  

7.2 Use of the Fairtrade Mark 

 Generic Fairtrade Trade Standard 1.2.1 - 1.2.3 
Any use of the Fairtrade trademark needs prior authorization. The Standard now includes 
rules on when and how to apply the trademark’s use, and makes reference to the Trademark 
Use Guidelines 

7.3 Traceability 

 Generic Fairtrade Trade Standard 2.1 

Traceability means that individual Fairtrade products need to be identifiable as Fairtrade at 
all steps of the supply chain and in all relevant documents and packaging. The aim of 
Physical Traceability is to ensure that products sold as Fairtrade are sourced from Fairtrade 
producers. The objective of Documentary Traceability and Mass Balance is to ensure that 
Fairtrade producers have received the applicable Fairtrade Minimum Price and Fairtrade 
Premium.  

The GTS rules on traceability are divided into three sections: 

• Documentary traceability  requirements � applicable to all operators 
• Physical traceability  requirements � applicable to all operators except cocoa, cane 

sugar, fruit juices and tea operators with no physical traceability 
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• Mass Balance  requirements � applicable to cocoa, cane sugar, juice and tea 
operators with no physical traceability 

 
 

What does Documentary Traceability imply? 

Documentary traceability is compulsory for all Fairtrade operators. Fairtrade products have 
to be identified in all documents with an identification mark, e.g. the words “FLO Fairtrade” 
and the buyer’s FLO ID. All Fairtrade operators have to demonstrate where the Fairtrade 
product came from and to whom it was sold. Contracts, bills of lading, delivery notes, 
invoices etc. will demonstrate which volumes of Fairtrade product where bought, sold and 
manipulated. The following information must be documented:  

- Sale of the Fairtrade product: What was sold (product form, volumes)? Who sold it? 
When?  

- Processing of the product: Type of processing? Yields?  

The operator must have a system in place to record all relevant information. Every quarter, 
the operator must send a report to the certification body with details of all the Fairtrade 
transactions. Volumes will be checked to ensure that the amount of Fairtrade product sold is 
equivalent to the amount of Fairtrade inputs sourced (taking processing yields into account).  

 

Is Physical Traceability compulsory for all operato rs? 

In principle, Fairtrade International standards require physical traceability for all products and 
operators. A period of two years to become compliant has been allowed for those operators 
that could not comply with all physical traceability requirements when the GTS came into 
force. This transition period will end in May 2011. 
 
Fairtrade International does not want to put unreasonable expectations on Fairtrade 
producers and traders. Physical traceability of cocoa, tea, sugar and juice products is not 
possible without excluding a significant number of farmers and workers from Fairtrade’s 
benefits – and often the most marginalized. By requiring physical traceability on products 
where producers have no control over processing, farmers and workers would lose 
opportunities to sell on Fairtrade terms if the companies processing their products don’t keep 
Fairtrade products separate. As a result, Fairtrade International exempted sugar, fruit juice, 
tea and cocoa from the physical traceability requirements. For these product categories 
physical traceability is recommended but not compulsory . All operators that have 
physically traceable products are encouraged not to drop traceability.  
 

What does Physical Traceability imply? 

Physical traceability in a Fairtrade supply chain is the ability to follow a 
specific Fairtrade product all along the supply chain and through all 
stages of production and processing. Fairtrade products have to always 
be segregated from non-Fairtrade products (exceptions apply to cocoa, 
tea, sugar and juice products). For instance: Fairtrade coffee cannot be 
mixed in transportation with non Fairtrade coffee and Fairtrade rice 
cannot be stored simultaneously in the same silo than non Fairtrade 
rice.  

Mixing of 
Fairtrade 
and non-
Fairtrade 
products  
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When processing the product, Fairtrade and Non-Fairtrade products need to be processed in 
different processing lines than non Fairtrade products. If this is not possible Fairtrade 
products will be processed at a different time than non-Fairtrade products. The operator also 
has to ensure that the risk of Fairtrade products being replaced with non-Fairtrade products 
is minimal. 

It is in the hands of the operator to choose how he/she will guarantee physical traceability. 
The operator has to make sure that the product is clearly identifiable e.g. marked as “FLO 
Fairtrade” with the Fairtrade International ID of the seller, lot numbers and/or product 
identification marks. 

Cocoa, tea, juice and sugar operators can choose to be physically traceable or not. Those 
cocoa, tea, juice and sugar operators that want to be audited for physical traceability need to 
make sure that the Fairtrade products that they source come from an operator successfully 
audited against the physical traceability rules in the GTS.  

Only those Fairtrade products successfully audited against the physical traceability 
requirements all along the supply chain will be allowed to use claims and messaging for 
products with physical traceability (see figure 1) 

 

Segregation

Segregation

Segregation

Segregation

Segregation

Mass balance

Mass balance

Segregation

Mass balance

Mass balance

Mass balance

Mass balance

producer

consumer

Supply chain A Supply chain B Supply chain C  
Figure 1: only supply chain A can use claims and messaging for products with physical traceability 

 

What does Mass Balance imply? 

Mass Balance is only applicable to cocoa, cane sugar, juice and tea operators with no 
physical traceability. There are two types of Mass Balance practices:  
 
 

• Single Site Mass Balance 
 

This means that when a producer or company delivers a quantity of Fairtrade ingredients to 
a factory or site, only the equivalent amount of processed Fairtrade product leaving that site 
may be sold as Fairtrade. For example, if a farmer delivers a tonne of Fairtrade tea to a 
factory for processing, the factory can only sell the equivalent amount of processed tea as 
Fairtrade. 
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Figure 2: Physical traceability and Single Site Mass Balance practices. The blue arrow represents the flow of Fairtrade product 

and the red arrow the flow of non Fairtrade product though the green factory (in this example the processing yield is 100%). 
 
 

• Group Mass Balance   
 

This means that the amount of Fairtrade product a company buys must match the amount of 
the processed product it sells as Fairtrade. The company will be audited on the total amount 
bought and sold from all of their production sites instead of each individual site. Only cocoa 
and sugar operators  can implement Group Mass Balance for up to two years and ending 
by 2015 at the latest. The two year period is not renewable. 
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Figure 3: Group Mass Balance practice. The blue arrow represents the flow of Fairtrade product and the red arrow the flow of 
non Fairtrade product though a group of green factories (in this example the processing yield is 100%). 

 

All cocoa, tea, sugar and juice operators implementing Mass Balance need to source 
Fairtrade ingredients from the same kind and quality as those used for processing the 
Fairtrade products e.g. if an operator sells Fairtrade chocolate made with high quality cocoa 
the Fairtrade ingredient purchased cannot be low quality cocoa beans; if an operator sells 
Fairtrade organic sugar the ingredient purchased cannot be non-organic Fairtrade sugar; 
and if an operator sells Fairtrade green tea the ingredient purchased cannot be Fairtrade 
black tea. 
 
Sugar operators with no physical traceability that use beet sugar and Fairtrade cane sugar in 
their factories will make sure that products exclusively made of beet sugar are not traded as 
Fairtrade.  
 
Some operators working with composite products (product with more than one ingredient) 
use traceable and non traceable Fairtrade ingredients e.g. a chocolate processor using 
Fairtrade traceable nuts and Fairtrade non traceable cocoa and sugar. Only cocoa, sugar, 
tea and juice are exempted from physical traceability. The operator needs to apply for an 
exception if a Fairtrade traceable ingredient in a composite product loses traceability when 
mixed with non-traceable Fairtrade ingredients. 

 

7.4 Product Composition 

  Generic Fairtrade Trade Standard 2.2 
 
Consumer ready products that contain several ingredients are known as Fairtrade food 
composite products. Section 2.2 of the Generic Fairtrade trade Standard describes the 
conditions under which a food composite product may carry the FAIRTRADE Mark and 

Site USA

Site Brazil

Site France

FT : 50tn

No FT: 
100tn

FT  labelled: 50tn
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which food composite ingredients can be considered Fairtrade. This section of the standard 
substitutes the former composite product guidelines. 

 

What is a food composite product and a food composi te ingredient? 

Food composite products are consumer ready drinks and foods which contain more than 
one ingredient. A classic Fairtrade example is chocolate: it’s made with Fairtrade certified 
cocoa and sugar, but also contains other ingredients for which there are no Fairtrade 
Standards, like milk or emulsifiers. 
 
A food composite ingredient is an ingredient used in Fairtrade composite products, which 
itself is also made up of several ingredients. One example is chocolate chips to be used in 
Fairtrade labelled biscuits or muffins. Food composite ingredients are used by manufacturers 
and aren't sold directly to consumers.  
 

What are the main features of the FCP Standard? 

 
• Minimum Fairtrade content:  At least 20 percent of a food composite product’s 

ingredient must be Fairtrade certified. The 20% minimum percentage only applies to 
products that will be sold to consumers. Food composite ingredients are produced by 
operators in the middle of the supply chain and do not need to comply with a 
threshold as they are not sold to consumers. 

 
• New units of measurement:  Minimum percentages are calculated in weight for 

solids and in volume for liquids. Added water and/or dairy can be excluded from the 
calculation if they make up more than 50 percent of the product.  The percentage of 
Fairtrade ingredients is calculated as the total weight of all ingredients before 
processing (i.e. the ingredients in their original form when purchased), otherwise, 
evaporation or product loss during processing could distort the Fairtrade percentage.  

 
• The product must contain as many Fairtrade ingredie nts as available:  We 

require licensees and operators to make every effort to ensure that their product 
and/or ingredient contains as many Fairtrade ingredients as possible. If an ingredient 
is available as Fairtrade, it must be used, regardless what percentage it makes up of 
the final product (ingredients which constitute less than 1% of the final product also 
have to be Fairtrade certified). 

 
• Exceptions: While the goal is always to use as many Fairtrade ingredients as 

possible, sometimes ingredients are not available for a variety of reasons. In special 
circumstances licensees and operators can apply, through their Licensing Body or 
Certification Body, for an exception of the food composite product Standard for a 
product. Exceptions might be granted in the following cases: supply shortage, new 
standard, inadequate quality and unavailable ingredient. 

 
• Creation of an Exception Committee: The Exceptions Committee makes sure that 

any exceptions are granted in a consistent and transparent way and takes decisions 
on applications for exceptions type II (provenance and transitioning ingredient). The 



            
 

Document: Explanatory Document for the Generic Fairtrade Trade Standard  Page: 11 of 16 
Date: October 2011 

 

Exception Committee has also developed a list of unavailable ingredients to be found 
in the following link: http://www.fairtrade.net/generic_trade_standards.0.html. 

 

What happens to products / licensees who no longer fulfil the minimum percentages 
under the new Standard? 

We are aware that some products may face challenges. Existing certified products have two 
years to transition into compliance with the new Standard. If you have questions regarding 
compliance with the new Standard, please contact you licensing body (for food composite 
products) or certification body (for food composite ingredients).  
 
 

7.5 Contracts 

 Generic Fairtrade Trade Standard 2.3.1 – 2.3.7 

All Fairtrade sales have to be regulated through written contracts to which both parties 
agree. Contracts clearly state  

- how much of the product is sold,  
- what is the required quality,  
- how much the buyer has to pay,  
- when he/she has to pay and  
- how and when the product should be delivered.  

The buyer is responsible for drawing up the contract where not otherwise agreed. Signed 
contracts are binding for both parties and can only be changed if both parties agree. Nothing 
in the contract must contradict requirements from Fairtrade standards. A mechanism on how 
to reach an agreement in case of conflict between two contracting parties has to be included 
in the contract.5 

If an operator buys both Fairtrade and non-Fairtrade products from the same producers’ 
organization, both arrangements have to be separated. In particular, operators cannot force 
producers to accept disadvantageous conditions such as lower prices or longer payment 
terms for sales of non-Fairtrade products as a requirement for concluding a Fairtrade 
contract.  

Producers can always ask for access to contracts between the Fairtrade payer and the 
Fairtrade conveyor6 and the conveyor has to make them available at any time. Producers 
can then check the agreement between the Fairtrade Payer and the Fairtrade conveyor and 
see if the correct amount of money was transferred to them. 

If a producer or a buyer is suspended from Fairtrade, deliveries of Fairtrade products already 
agreed on in signed contracts are fulfilled unless both parties agree otherwise.  

In case a producer or a buyer is decertified, he/she must immediately stop selling or buying 
products as Fairtrade. This rule has to be respected from the date of decertification. 

                                                           
5 “Rules of Arbitration” by the International Chamber of Commerce (ICC) are available here: 
www.iccwbo.org/uploadedFiles/Court/Arbitration/other/rules_arb_english.pdf. Operators may also refer to the 
“Guidelines for Arbitrating Small Claims under the ICC Rules of Arbitration”: 
www.iccwbo.org/uploadedFiles/Court/Arbitration/arbitration/small_claims.pdf   
6 See 7.6 Pricing for an explanation of the terms FT payer and FT conveyor 
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Some Ideas how to support 
Producers as a Trader:  
- Give market information and inform 

about market trends 
- Inform about prices 
- Assist in capacity building of the 

organization and offer trainings 
- Define technical requirements of 

products and give support on how 
producers can meet them 

- General technical support and 
transfer of knowledge 

- Inform producers about opportunities 
to diversify production 

- Forward customer feedback 
- Support product quality improvement 
- Assist in product development and 

packaging 
- Give information about alternative 

financing 
- Encourage risk management 
- Visit producer groups regularly 
- Facilitate producer-language 

communications 

Product-specific rules 

For Flowers and Plants , the GTS section on contract requirements (3.1) does not  apply. 
Here, sourcing plans (see 7.4) can be handled like contracts, indicating as a minimum the 
contract elements required by the GTS (quality, price, payment terms and delivery 
conditions) and additionally the estimated volumes. Final purchasing orders have to be 
confirmed in writing. 

For Fresh Fruit, Fresh Vegetables and Dried Fruit , operators have to consult the product-
specific standards as there are a number of additional points to consider (see point 5. 
Contracts in the respective product standard). This includes amongst others a product 
description, description of the liability of each party, the quality check procedure, “Force 
Majeure” and pre-finance mechanisms.  

 

7.6 Sustaining Trade 

 Generic Fairtrade Trade Standard 4.1 

Fairtrade International seeks to build transparent and 
sustainable trading relationships between Fairtrade 
producers and buyers that allow for long-term 
planning  (several years ahead) and sustainable 
production  practices. To facilitate this, the trade 
standards require buyers to submit a sourcing plan  to 
the producers. This plan should contain information 
such as  

- future estimated purchase volumes,  
- qualities,  
- dates of delivery and  
- prices 

Except for new trading relationships the buyer can 
base future estimations on past experiences. Timelines 
for each product are defined in the product specific 
standards. Along with the required sourcing plan, 
Fairtrade International encourages buyers and 
producers to regularly exchange information (on prices, 
market, etc.) and buyers to offer additional support in 
training or risk management to Fairtrade producers. 

 

7.7 Pre-Finance 

 Generic Fairtrade Trade Standard 4.2.1 – 4.2.7 

The intention of pre-finance is to help the producers gain access to reasonable forms of 
financial assistance so that – in the case of small producer organizations for example - they 
can easily buy the product from their members. Although Fairtrade International also 
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encourages buyers to offer other types of financial assistance, such as crop financing7 or 
advance payments8, this is not an obligation under Fairtrade standards. “Pre-finance” under 
this standard only refers to payments which are made against agreed contracts between 
producers and buyers for Fairtrade products.  

The buyers are obliged to pre-finance up to 60% of the value of the contract, if the producer 
requests it. However, if both parties agree, a higher percentage can be granted. The pre-
finance must be made available any time after signing the contract, within the timeframe 
specified in the product standards. For most products the timeframe is six weeks before 
shipment. Agreements on pre-finance are settled by both parties and written down in a 
separate section in the contract or in a separate credit agreement. Agreements should cover  

- amounts to be pre-financed,  
- start dates,  
- dates of repayment,  
- rates of interest,  
- payment options and  
- administrative costs to organize and deliver pre-finance. 

The buyer has the right to charge interest on the pre-finance requested. The interest charges 
must be mutually agreed between the producer and the buyer, and must be on terms no 
more than the buyer’s current cost of borrowing. Ideally, they would be on more 
advantageous terms for the producer. If local or national laws are in conflict with Fairtrade 
pre-finance requirements, local/ national laws always have to be taken into account first. 

If buyers have difficulties providing pre-finance, or if they choose to “outsource” this activity, 
they can use third parties. However, the interest rates to be paid by the producers must still 
not be higher than the buyer’s cost of borrowing. 

Where a high risk exists that a certain producers’ organization will not be able to deliver 
products or repay loans and this was confirmed by an independent third party lender, the 
buyer does not have to provide pre-finance. A third party lender in this context refers to an 
ethical bank or a similar institution that has experience working in an agricultural context with 
small holders. If a certain producer group is understood to be “high risk” all the time, the 
certification body may call for another third party lender for an additional assessment. 

Flowers and sports balls are excluded from pre-fina nce. For fresh fruit , pre-finance 
conditions should be negotiated between producers and the Fairtrade buyer and specified in 
the contract. This approach takes into account the product-specific needs of highly 
perishable goods where pre-finance as set in the GTS causes problems.  

For contract production operators , the GTS section on pre-finance does not apply.  
In Contract Production Projects, the Producer Executive Body or the Producer Organization 
(PO) does not buy the product from its members; the Promoting Body (PB) buys directly 
from producers. Therefore, the PB is not required to provide pre-finance to the PO. However, 
once the PO has initiated collective actions (sales) on behalf of its members, it is able to 
request pre finance from the PB. 
 

                                                           
7 Crop financing refers to providing financial or material input to make growing of a certain crop possible, e.g. 
buying fertilizers and seeds. 
8 Advance payments refer to regular payments that are paid before the due date without charging interest rates. 
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7.8 Pricing  

 Generic Fairtrade Trade Standard 4.3.1 – 4.3.7 

For Fairtrade products, a Fairtrade Minimum Price (where it exists) and a Fairtrade Premium 
have to be paid. Wherever the market price or negotiated price is higher than the Fairtrade 
Minimum Price, the relevant market price applies. In any case, the Fairtrade Premium has to 
be paid on top of the price. 

Price Levels 

Fairtrade Minimum Prices are set at specific levels in the trade chain which determine at 
which point the ownership of the product passes from the seller to the buyer and therefore 
which costs should and should not be covered by the set price.  

Ex Works  means that delivery takes place when the seller makes the goods available to the 
buyer at the premises of the seller or another named place (works, factory, warehouse, etc.). 
The goods are not cleared for export and not loaded on to any collecting vehicle. . Costs for 
transport to the agreed place are normally included in the FTMP. The buyer is responsible 
for all charges. If delivery takes place at a collection point outside of the producer 
organization (e.g. a port), all costs related to transport should be paid by the buyer if not 
included in the FTMP. 

 

Farm Gate 9 price as used by Fairtrade International does not mean the gate of the individual 
farmer but refers to the gate of the producers’ organization. In the Fairtrade International 
context, this term has the same meaning as ex works unless there is a different statement in 
the product specific standards. 

Free on Board (FOB)  means that the seller delivers when the goods pass the ship’s rail at 
the named port of shipment. From that point forward, the buyer has to bear all costs and 
risks of loss or damage to the goods. Under FOB terms, the seller is required to clear the 
goods for export. Transportation of the goods to the port of shipment and loading costs are 
included in the price. The buyer is responsible for all other charges. 

All additional costs that producers might have and that might not be covered by the Fairtrade 
Minimum Price such as transport, specific packing or processing, must be added to the 
applicable price. The same applies for the opposite situation: If costs are included in the 
Fairtrade Minimum Price and producers agreed in the contract not to be responsible for 
them, these costs may be deducted by the buyer. The price structure including transport, 
processing and export costs should be laid down in the contract.  

For all transformed products, the actual input of the raw product as an ingredient serves as a 
basis for the price and Fairtrade Premium calculation. For organic produce, higher prices are 
set in the Fairtrade Minimum Price and Fairtrade Premium table. Also in this case, if market 
prices are higher, these should apply. 

In price negotiations, both parties agree about when and how the price is fixed. They should 
agree on a reference market price so that there is a clear mechanism when to use the 
Fairtrade Minimum Price and when a higher market price applies. Usually, payments should 

                                                           
9 Farm Gate is the old definition formerly used by Fairtrade International. Subsequently, the term “farm gate” is 
replaced by “ex works” in Fairtrade International price reviews. 
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be made in the currency set in Fairtrade standards. If the first buyer is in the producing 
country, it can be made in the local currency. 

Fairtrade Payer and Conveyor 

Fairtrade payers are responsible for paying to producers the Fairtrade Minimum Price or the 
relevant market or negotiated price whichever is higher. Which operator acts as the Fairtrade 
payer depends on the supply chain and may be different in each case. It is usually the trader 
who buys from the producer organization.  

It is the exporter if the producers do not export directly and prices are set at ex works/ farm-
gate level.  
 
 
 
 
 
 

 

When producers export directly, the importer is the Fairtrade payer.  
 
 
 
 
 
 
 
When producers sell to the processor and prices are set at ex works/ farm-gate level, it is the 
processor.  
 
 
 
 
 
 
 

In contrast to the Fairtrade payer, the Fairtrade conveyor  only receives the Fairtrade 
Premium money from the Fairtrade payer and passes it on to the certified producers. This 
can happen for example where the applicable price is at FOB level but producers do not 
export themselves. In this case, there is a processor or exporter between the producers and 
the importer. The operator in-between just passes the Fairtrade Minimum Price and 
Fairtrade Premium from the Fairtrade payer to producers. 

 
 
 
 
 
 
 

 

Producer Importer  Market Exporter  
FT  Price & 
Premium 

Ex-works/ 
Farm-Gate 

level 

 

Producer Importer  
FT  Price &  
Premium  

Market 

FOB level 

 

Processor 
selling 

directly to 
the market or 
to exporter or 

importer  

Producer Processor  Market 
FT  Price &  
Premium  

Ex-works/ 
Farm-Gate 

level 

 

Producer 
Importer  

Market 
Fairtrade 
Conveyor 
(Exporter /      
Processor) 

FT  Price & 
Premium 

FT  Price & 
Premium 

FOB level 
FOB level 

minus costs 
of conveyor 
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Fairtrade Price 

Current price levels for all products can be accessed at 
http://www.fairtrade.net/generic_standards.html. If no Fairtrade Minimum Price exists for a 
particular product (as currently e.g. for cane sugar, most herbs and spices, flowers and 
sports balls), the relevant market or negotiated price has to be paid. Both parties, producers 
and buyers, have to be able to prove how the price level was agreed. If needed, both are 
required to make available contracts with other clients/suppliers of the relevant time period to 
compare price levels and estimate the applicable market price. For Small Producers’ 
Organizations, prices are always set at the level of the organization, not of the individual 
member. That means that from the Fairtrade price paid to the organization, costs for 
managing the organization and other collective costs, e.g. for processing or transport are 
deducted. This means that individual members eventually receive less than the Fairtrade 
price paid.  

Fairtrade Premium 

On top of the price, Fairtrade payers have to pay a Fairtrade Premium. Fairtrade Premium 
levels can be found on the Fairtrade International website (see above). For Small Producers’ 
Organizations, payments must be paid directly to the organization. In Hired Labour set-ups, 
Fairtrade Premium money must be transferred to the account of the Joint Body once 
available. In Contract Production projects, the Promoting Body receives the Fairtrade 
Premium on behalf of the registered producers.  

Fairtrade Premium money is never given to individual members by the Fairtrade payer. No 
deductions can be made to the Fairtrade Premium payments. In certain cases (e.g. in India), 
Fairtrade conveyors might deduct their administrative efforts. 

Both parties agree on the best mechanism for payment and receipt of payment such as letter 
of credit or bank transfer. All payments are documented. Fairtrade Premium payments have 
to be clearly separated from price payments. Fairtrade Premium Payments must be made 
latest 30 days after the invoice is issued unless it is otherwise stated in the product specific 
standards.  

Fairtrade Minimum Prices and Fairtrade Premiums are regularly reviewed by Fairtrade 
International and levels are adapted to current situations. Operators must ensure that they 
are aware of new and/or updated prices and apply them. 

Domestic sales of Fairtrade products and products processed by producers: pricing rules for 
those products that are sold in the producing country (4.3.5) and for products that are 
processed by producers (4.3.6) have been added. 


