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Abstract: 

understood as an economic mechanism for promoting the practice 

F
rom rudimentary beginnings in several European countries in 

the late 1980s, a global alliance of organizations has emerged, to 

promote the concept of fair trade as embodied in the standards for 

production set by FLO International (Fairtrade Labelling Organization 

International).1 While the best known component of these standards is a 

conditions that are binding upon employers, the payment of a �Fairtrade 

the crop cycle, minimum contract lengths, and non-discrimination clauses 

that are binding on all producer organizations.2 

retail sales increased from £50.5m to £1,127m between 2001 and 2010. 

This average growth rate of 36.7 percent per annum has been sustained 

throughout this period, and is partly the result of growth of interest in 
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chocolate (FLO, 2011; 2012; Fairtrade Foundation, 2011).3 Worldwide, 

 From 

individual producers and workers), and producers� organizations received 

each of 905 producer organizations). Compared with leading businesses 

or even development charities, Fairtrade remains a relatively modest 

initiative. Nonetheless, especially in North West Europe, it confronts many 

because economists support �unfair� trade, but because the adjective 

is easy to argue that all trade should be fair. The category seems useful in 

arguments in other social sciences that purport to demonstrate that prices 

agreed by market participants are not �fair,� or, introducing the term that 

just if the value received by each party for the resources that they give up 

that without intervention of some kind, wage rates for labor or, for small 

producers, the commodity price, will be so low as to be unjust because 

 Economics quickly parts company from philosophy and other social 

sciences on this question, especially if �true� here suggests that there is 

some objective measure of value. Economists typically deny this, seeing 

value in terms of market based opportunity costs. In this framework, 

values are personal measures of the best alternative use of resources, and 

so are both largely subjective and created in the market. Adopting this 

understanding of the nature of value, it is usual to argue that if two parties 

least as good for both parties as any alternative use of the resources. The 

 For economists, it follows that in a world in which there are no 

is perfectly informed, the allocation of resources resulting from market-

up being owned and applied in the way that creates most value. For this 

reason, economists often prefer to move the discussion away from ethical 
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technical and seemingly morally neutral arguments about the ways in 

the case of fair trade, usually means the alleged monopsony power that 

verifying the quality of the goods that they might purchase. 

 To bring together economic and other arguments supporting fair 

the thirteenth and fourteenth centuries. In this period, the teaching of 

economics in Western Europe was, as Langholm (1992) argues, largely 

concept of the just price was designed to enable priests to advise parties to 

a transaction as to what that price might be. As we shall see, the just price 

is not an alternative to the market price in this setting. Rather, it is a price 

is very small. We might also imagine an appeal being made to the just 

price doctrine where one party to a transaction has very little economic 

power, so that in a bargaining process, the other party is effectively able 

just price theorists is that the share left to the weaker party is so small as 

to require a further transfer to be made. We can relate this to arguments in 

they might reasonably be supplemented by resource transfers. However, 

the argument from justice is that the stronger party to the transaction has 

should anticipate them by refusing to utilize bargaining power to the fullest 

 Bringing together the arguments from economics and philosophy, we 

note that both are effectively concerned with a co-ordination problem that 

can easily be resolved if all parties recognize the nature of their obligations 

cannot credibly claim to pay their suppliers more than the market price for 

This is very similar to the problem that churches must resolve to overcome 

We conclude that one reason for Fairtrade products viewed favorably 

from their inception by faith-based organizations is recognition that the 

Mochrie



4  FAITH & ECONOMICS

mechanisms and objectives of Fairtrade are largely consistent both with 

churches� organization and also their historic teaching.

in the global South; processing, wholesale, and retail organizations, many 

of which, like the UK-based retailers that we describe below, are engaged in 

conventional production and distribution processes throughout the world; 

certifying organizations, such as the Fairtrade Foundation in the UK, most 

of them working under the FLO-International protocols; and consumers, 

the crop cycle, include a minimum price that is typically above the spot 

price for the commodity,5 and provide for a fair trade premium, which is 

supposed to �help producers to improve the quality of their lives. It is paid 

on top of the agreed Fairtrade price, and producers decide democratically 

how to use it. Typically they invest it in education, healthcare, farm 

improvements, or processing facilities to increase income� (Fairtrade 

International, 2011). 

 The distinction between the price and the premium does not seem to have 
6 The economics literature also 

does not seem to have noted the anti-discrimination clauses of Fairtrade 

contracts, and the restrictions on production techniques, largely designed 

to meet European �organic� standards. These last conditions often enable 

us good reason treat it as being designed to address problems of incentive 

compatibility.

An important feature of market in the UK has been the widespread adoption 

Waitrose, and the Co-operative, have committed themselves to using 
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from additional corporate donations.7 Another large retailer, Marks & 

products are no longer sold primarily by self-described ethical retailers, 

corporations. 

 

1998 and 2009. Beginning from a narrow range of coffee, tea, and 

chocolate, probably the important breakthrough was the promotion of 

in the Windward Islands (see Moberg, 2009). The nature of banana supply 

is such that only the largest retailers can contract to receive shipments, and 

in the UK.

Mochrie
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2 Economic and Sociological Perspectives

The economic literature analyzing the working and effects of Fairtrade 
8 Much of the earliest work, 

monopsony power among hirers of labor in rural areas of developing 

producers, this approach claims that fair trade ensures a more equitable 

how the presence of small producer co-operatives can affect monopsony 

, the local 

buyer for the spot market, who turned out to be almost as detached from 

the world markets as the growers. This suggests that the role of local 

co-operatives may perhaps be in dissemination of information, but also 

in monitoring behavior of growers, and other economic models have 

attempted to include these factors.

 It is probably reasonable to claim that most economists are sceptical 

Sidwell (2007), who notes the relatively small premium that is actually 

received by farmers.9 In this reading, fair trade is essentially a method 

price discrimination.10 The paper also questions whether fair trade will 

instead land owners, and will also consolidate patterns of land holding 

analysis receives little support in the sociological analysis that we review 

importance of cities in generating economic growth. Lastly, Maseland and 

de Vaal (2002) have used trade models to compare fair trade with free 

trade and protectionist models, concluding that at a macroeconomic level, 

there is no decisive argument to be found in theory. This analysis seems 

to assume that fair trade is a much larger phenomenon than it actually is 

at present: as noted in the introduction, the global remittances associated 

with Fairtrade are less than the project funding of the UK�s leading 

development charities.
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The most recently developed economic models attempt to assess the value 

altruistic consumer to pay more for a unit of a good, which, accompanied 

placing a relatively low weight on the margin achieved compared with the 

weight on the volume sold. This recalls debate among proponents of fair 

trade relating to engagement with large businesses, which can on the one 

product marketed by Nestle; but Fridell (2007) argues that fair trade is 

necessarily a market- oriented intervention, with a relatively limited role.

industry in which there is perfect competition among growers, oligopoly 

Given the form of consumer preferences, the monopsonist always increases 

choose a guaranteed minimum price payable to farmers that is consistent 

with the monopsonist choosing to market the product. The presence of 

output that would otherwise pass through conventional channels. Given 

Mochrie
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to be interesting in theory, but of little practical importance.

production and distribution processes, Reinstein and Song (2012) analyze 

how the structure of payments in a Fairtrade contract can elicit additional 

effort from growers, with the fair trade premium and higher value output 

compensating manufacturers and distributors for their additional payments. 

structure of the industry. It seems reasonable that if a processor simply 

obtain increased effort from producers, but not be able to sustain a higher 
11

enables a credible claim to be made that the price received by the producer 

product, which is treated as a bundle of the underlying commodity and a 

separate charitable donation because they consider this to be economically 

ethical behavior.

If the economics literature is limited, the sociology literature often seems 

to be partisan,12 with many contributors having worked with organizations 

gross incomes than their neighbors, but that they also tended to rely much 

more on hired labor. Indicators of well-being, such as reported health and 

nutritional information, ownership of consumer durables, and education 

levels, also tended to be higher for the families of co-operative members 

than for others. Yet, co-operative members seem more likely than others 

to receive remittances from family members living in cities. Analyzing the 

that lead to migration from the rural community.13 

 Development economists (e.g., Bhattacharya, 1998) might regard 
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communities and to regard it as a revolutionary mechanism that might lead 

appears to preclude the use of conventional distribution channels, and 

might have in deciding how to engage with large scale producers. Fridell 

 (2007) 

advantage,� which covers a range of processes through which some 

producers might obtain access to global markets on more favorable terms 

than would otherwise be possible, the understanding of fair trade presumed 

in most of the case studies in Lyons and Moberg (2010).

3 Justice in Exchange: A Scholastic Argument in Favor of Fair Trade

Historians of economic thought have not always been generous to the 

Such an approach presumes that there are fundamental truths of economics 

waiting to be uncovered, and, as argued in Melitz (1971), may have led 

to such a project. An account such as Gray (1931), which treats the 

economic theories of the Middle Ages as being important and interesting 

in themselves is relatively rare.

 As in previous work (Mochrie, 2006), the paper draws upon specialist 

histories of thought for its interpretation of the primary literature. Langholm 

general summaries like Blaug (1991), which reduce the development of 

economic teaching throughout Western Europe between 1100 and 1600 to 

Aquinas�s interpretation of the just price and usury doctrines, and Oresme 

for understanding the objects of economic inquiry in this period that is 

grounded in its value to society, demonstrating that it largely involved 

normative analysis of the desirability of certain courses of action, in which 

positive economic analysis was of secondary importance. 

 We have already noted the reference to the Schoolmen as �reluctant 

economists,� Langholm (1992, p. 19), suggesting that they developed their 

theories in order to �take account of greed as a virtually unquenchable 

incentive, even though the purpose of their economic analyses was 

Mochrie
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to guide the virtuous.� For Wolter (2001) and Viner (1980), the role of 

economic analysis in Scholastic thought was also largely normative, and 

they emphasize the role of the Schools in priestly formation. As confessors, 

priests were required to provide advice on the liceity of certain commercial 

transactions.

 Scholastic thought overturned the Church�s previous conception 

the reception of Aristotle as tolerating a static, subsistence economy, in 

behoved the rich to relieve it by charity.� Such a conception of the world 

Viner (1980) demonstrates, rejection of the world was seen as meritorious. 

As Baumgarth and Regan (1988) have argued with respect to philosophy 

more generally after the reception of Aristotle in the thirteenth century, 

renewed engagement with the world followed on from acceptance of 

its reality, and this was as true in economics as in any other division of 

knowledge. 

The Schoolmen tended to argue, given the priority of spiritual, relative 

to temporal, good in their thinking, to treat acquisition of material wealth 

authors therefore used the formula that property should be private in 

analysis in which goods were presumed to be held in common prior to 

the Fall, in accordance with natural law. During the thirteenth century, 

while there was general agreement that private property is a necessary 

institution in post-lapsarian society because the fallen nature of humanity 

developed by Albert the Great) there was considerable debate about the 

addition to natural law, necessitated by the changes in the environment. 

property rights are simply a part of positive law, and that one of the effects 

of the Fall has been to cancel the natural law in which goods were held in 

common. Effectively, Duns Scotus argued that property rights are entirely 

conventional, and, ranging across much that would now be considered 

political economy, argued at some length about how such rights might be 

legitimated through the institutions of civil society.
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an unsatisfactory compromise, but is very important in understanding the 

engage in trade or manufacture. �Common in use� places restraints on 

the ability to use property. In his commentaries on the Gospels, Albert 

the Great used this formula together with the understanding of virtue as 

barriers to spiritual perfection. Hence for Albert, it was right for someone 

 Such sharing with the poor was not considered simply to be charity. In 

the Summa Aurea

to relieve the need of someone in need. The essence of the argument is that 

cannot be a matter of charity because that is a voluntary response to the 

distributive justice.

Kaye (1998) makes heroic efforts, but the theory of income distribution 

that he develops seems to require that incomes should be related to some 

objective measure of position in a social hierarchy. Langholm (1992) 

takes a much more moderate position, that nothing in Scholastic teaching 

suggests that differences in social status should determine the operation of 

party to a transaction and going beyond the demands of commutative 

justice, we support distributively just outcomes.

It is a presumption of economics, at least since its development during 

economic thought did not recognize this veil of anonymity, and so placed 

a far heavier burden on parties to a transaction to take account of others� 

circumstances. As we have set out the just price doctrine here, it is simply 

a set of principles guiding behavior in situations where there is no clear 

the need of the other party to a transaction.

reasons for setting aside the market price in favor of the just price, together 

Mochrie
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a worker in a developing country may accept a wage that is so low that 

counterparty in trade. 

 The other concept that supports an appeal to a just price is the ius 

necessitatis, perhaps best rendered as the law of survival. This was the 

claim that it is legitimate for a very poor person to take and to use such 

property as is required to sustain life. Note that this is entirely consistent 

with the understanding that property should be common in use: to sustain 

life is a primary duty of any animal, and it follows that a distribution that 

does not ensure the survival of all people cannot meet the requirements 

of distributive justice. There is perhaps some relation to the analysis of 

entitlement failure as a cause of famine (Sen, 1999), but with the suggestion 

that the appropriation of resources in the case of entitlement failure might 

be legitimate.

 The situation considered in Scholastic thought that seems closest to 

in order to achieve a quicker sale (or a buyer pays a very high price for 

some good to obtain it very quickly). Scholastic teaching on this matter 

never justify alteration in its terms, since, to use modern language, that 

would be an abuse of market power. It is important here to emphasize both 

the term �need,� and that this is a limited deviation from acceptance of 

market prices.15

need.

 For Langholm (1992) St. Thomas�s argument in the 

rule of just pricing.� According to this, a seller might increase the price 

willing to meet that price. However, the seller must not increase the price 

in a case where only the buyer values the good very highly. In the former 

case, he would be seeking compensation for loss; only in the latter would 

(2006) note Duns Scotus�s addition that in most transactions there will be 

surplus value and interpret his proposal for the division of that surplus to 

be similar to the Nash Bargaining outcome for a situation in which both 
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the joint surplus.

 The legalistic basis for an appeal to the just price doctrine follows 

from the much-used gloss, , which 

Langholm (1982) traces back to Accursius and the  (c. 

adopters of it. In his second commentary on the Ethics, Albertus Magnus 

ad pactum, that 

is by mutual agreement, and those where prices are set ad par, that is 

restitution for loss to be made. Factors that determine the just price ad par 

can also be seen as the basis for identifying the situations in which prices 

set ad pactum 

need of one of the parties to the transaction.

the imposition of a price ad par would be necessary, analysis centred on 

those circumstances where factors other than need might lead to imperfect 

consent. Henry of Ghent argued that it is not the price that a good might 

be sold for according to civil law that is just, but the price that it ought to 

be sold for in terms of natural law, where both parties to the transaction 

have full knowledge of the underlying nature of the good and there is no 

potest was to be understood 

will and compulsion (by need or some other necessity).

 These considerations do not appear to be onerous. They do not appear 

the market price should typically be a good guide to the just price, but that 

it should be possible for either party to a transaction to appeal to some 

kind of arbitration if it seems that the other is preventing it being reached, 

The starting point of the discussion was the achievement of commutative 

justice in a single transaction. It has also touched on claims relating to the 

role of distributive justice and charity, which seem much more relevant 

to arguments in support of fair trade, where it is not necessarily single 

transactions, but the outcome of a set of transactions, that might be 

Mochrie



14  FAITH & ECONOMICS

of an unjust act. What is the responsibility, if any, to make restitution? 

Secondly, the distribution of incomes across the value chain may be such 

that the poorest participants do not reach some (socially determined) 

minimum level�not a short run subsistence level, but a level at which 

poverty causes the early onset of chronic ill health and high morbidity. 

In those circumstances, where the Schoolmen would have argued that the 

requirements of distributive justice are not being met, what responsibility 

do other participants in the chain of transactions have to adjust prices to 

alleviate this situation?

purchaser has no responsibility to make restitution to the person who 

has suffered loss, although Duns Scotus is careful to insist that where the 

passage of time and distance from the person that has suffered loss make 

Church (Wolter, 2001). This suggests a channel for charitable giving as a 

means, however indirect, of correcting departures from justice in single 

transactions.

a person is given a very small endowment. Observing the requirements 

of commutative justice might lead to that person being unable to survive. 

Charitable giving provides one form of resolution and St. Thomas would 

rely on the  of the rich, who would undertake voluntary 

acts of charity to display not merely wealth, but virtue. A more general 

argument, following Aristotle, is that we should be concerned if the ultimate 

distribution in this economy prevents market participants from achieving 

the achievement of distributive justice in such an economy. Rather than 

anticipate the likely outcome and adjust prices to eliminate the requirement 

for charity.

 Given that the Schoolmen did not accept that it was possible to 

eliminate consideration of the needs of both parties to a transaction from 

determination of the just price, we conclude that the achievement of 

commutative and distributive justice were not distinct criteria. Where both 

parties recognize the needs of the counterparty fully, distributive justice 
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most recent economic models, in particular Reinstein and Song (2012). 

Their altruistic consumers are aware of the needs of other participants in 

to facilitate such transfers, though. By placing obligations on producers, 

it requires them to increase effort, so that while they are being treated 

charitable donation, they are virtuous, and practice justice.

4 Conclusions

 

led trading initiative. Economists have been quite slow to analyze the 

mechanisms by which it might work, partly because the concept appears 

be effective as an economic institution, it seems that it must satisfy three 

there is a substantial group of consumers who are willing to accept that 

they have a duty to engage in ethical practice while making consumption 

that other mechanisms for development support cannot. Economic analysis 

the analysis of Reinstein and Song (2012), that a satisfactory account of 

(2009). 

 Economic and sociological analysis of fair trade now appears to be 

converging. To the dismay of many of its proponents, fair trade has developed 

into a market-oriented channel for development. It is straightforward to 

interpretation, which is also consistent with the rhetoric of Fairtrade 

Mochrie
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set of trading relationships in order to act justly.

both religious and secular development charities. These agencies might 

if we accept the implication of the bundling argument in Reinstein 

and Song (2012), that consumers� willingness to pay a higher price for 

organizations may however consider that there is substantial additivity 

to development support through purchases of Fairtrade goods, and so be 

Fairtrade is built around the direct links between farmers and consumers, 

mediated through substantially shorter production chains than is usually 

the case. Such attempts to build communities, and to promote a sense of 

mutual obligation within them are typical of churches� behavior, especially 

as modelled using club theory (Iannaccone, 1992). In future research, it 

fair trade as a method of resolving the problems of participation similar to 

those that arise in economic models of religious behavior.

Endnotes

1 We therefore restrict attention to the international movement that 

Fairtrade consumer guarantee label in 1988 on coffee sourced from 

fair trade shortly after World War II, where it referred to trade managed 

producers with access to consumers, typically in North America or the 

UK. The precursor of the Mennonite charity in the USA, Ten Thousand 

trade conducted according to Fairtrade standards under the supervision 

3 In comparison, Charity Commission (2012) records the income of the 

four largest development charities in the UK for the year to March 

Aid (£95.0m) and Tearfund (£63.9m).
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Nestle SA (in 2010), but it is concentrated in a relatively small variety 

of product lines.

5 

proponents of fair trade is levelled at the process by which minimum 

lb was set in 1986, following the collapse of the International Coffee 

an increase in the Fairtrade premium from 10¢ to 20¢. While this would 

have been above the market price for most of the last 20 years, with 

price. 

presence of the premium, but it does not clearly state that even if the 

premium.

7 See Sainsbury�s (2012), Waitrose (2012), and The Co-operative (2012).

8 This contrasts with the very large literature in sociology. Interesting 

and Moberg (2010), and Raynolds, Murray, and Wilkinson (2007).

9 But see the response of Smith (2008).

products had quickly vanished. 

11 This claim probably has more purchase in European markets than in 

North America. In Europe, where Fairtrade is part of the marketing 

quality. In North America, there has been rather greater proliferation of 

specialty retailers can announce a commitment to quality.

12 Contributions such as Hayes (2006), Sidwell (2007), and Booth and 

Whetstone (2007) demonstrate that ideology also plays a substantial 

role in shaping economic analysis, particularly at the level of policy.

the guarantee of higher prices and the social premium.

counter-current. Arguments from natural law tended to support the 

Mochrie
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and privilege. Following the argument of Aristotle in Ethics V, the 

Schoolmen tended to rely on the distinction between commutative and 

display their wealth, claiming that certain behaviour is appropriate to a 

certain social position. Hence Albert the Great argued that necessaries 

for a king or a bishop are very substantial because of the obligations of 

emphasizes the importance of , of the public display of 

classical antiquity.

Ethics V, 

in which insights into the role of cost of production, factor productivity, 

and relative scarcity of goods and factors emerged. The best account of 

this development is Langholm (1992), but see also Kaye (1998).
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