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drop was 50 vast lh_l coffee 15 still sold below the cost of production
in most plnl:es., l;[ th.'u wasn 't bad enough, the reaction by many

. From Peruvian brazil nuts, Kenyan roses, . producers to !m-.r‘p:ﬁus was | to work harder thap'ever to grow More

Cafédirect [l'lﬁ;'f ﬂxth-]nrgesr coffee brand in the UK), Ben #& and more coffee,

Jerry's vanilla ice-cream and Sainsbury’s new range of cotton
clothing, through to footballs made in India and boiled sweets in
Scotland, the fair-trade ﬂhﬂﬂ*m'man might be on its way to
challenging traditional trading practices across the world, oo
The movement began inithe 50s ahd 60s, when.a feeling that
something was wrong with traditional business Jels ]:qcikh}]d in
anti-establishment groups. , Alternative Trading Dlgaﬁis‘a'tlum

sasing the overproduction levels

inadvertently keeping the price low, /Zlg

In many small coffee-producing towns and villages, the angoing
‘coffee erlsis’ continues to effect permanent social change. Lack of
work and a rock-bottom coffee price obliges young men to look for
work in cities or abroad, or spend months of the year working as
pald labourers in large plamations. Families who for generations
had lived in the same small town ane i[‘.lllt].'l The need for a viable

opened “Worldshops', which sold mostly handicrafts, These were m,:.ﬂsulutiun prompted the FAIRTRADE Iabelﬁng initiative which we

popular that dozens opened In Europe and North Anierica, and m.re"

successful until the fashion for handicrafts faded in the BOs. This

..“-b*w;s the defining time for falr trade, as it moved dnto mﬂimlream

~ produ

agm'ulturll commodities such as coffee and tea.

Coffee, the most traded legal commodity after oil, has had a huge
role in thedevelopment of the current fair-trade model, and is
arguably its most contentious crop. Between the mid 80s and early
s, the real price of commodities such as “rga:f‘ma and coffee fell
by about 300, Before 1989, coffec p:l;tgpuihen rtgul;ll.l.'db}'thlt
International Colfec Qrganisation, kecping supply and dumand
ruughly equal. W 'h the system was dismantled due to’
disa ents between producer and  consumer  countries,
patterns changed rapidly. On advice from the World
Bank Iri‘"'lm, Vietnam, previously not a coffee-pridducing country,
grew a large amount of cheap, low-qualit ffee, which then
Mooded the market, dramatically lowering dce worldwide: The
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know today.

Throughout its 'ﬂﬁlﬂm"um. the fair-trade movement has

ht to redress inequalities inherent in the free market. It's not

t the producers are unable to grow ilsgh—qunltt?& crops, or that
their methods are inefficient, it's that they haw no direct access to
consumers (generally in Europe and North America); and are at the
mercy of middlemen, Global commaodity trade is vast, and
producers at the very beginning of the prog e often isolated,
poorly educated, and without access to d:ﬁ.?:ir trade seeks o
«. give them greater autonomy and provide direct interaction with the
nq!lln.m market. N ‘
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Fﬁll\‘.-'lh! ACTIVITY MANIFESTS ITSELF IN A VARIETY OF WAYS. Most visibly,

€
the FAIRTRADE Mark, administered by the Fairtrade Foundation in '.
the UK and TransFair in the US. Most of us are familiar with the B
logo, but itsThtéresting to know how the system actually works. If d-“‘-,
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ETHICAL CONSUMERISM |S
GROWING YEAR ON
AND IT’S BEGINNING TO
AFFECT THE MULTI-
NATIONALS’ BOTTOM LINE.
WHAT BETTER REASON FOR
IEF EXECUTIVES TO MAKE
~ CHANGES TO THEIR
- TRADING POLICIES?

cocoa growers in Panama decide to become FAIRTRADE producers,
they have to fulfil various requirements - such as creating
democratic organisation and using fewer pesticides, as well as
producing high-quality crops. Once satisfied that these criteria are
in place, the Fairtrade Licensing Organisation then declares that
cooperative or plantation FAIRTRADE-certilied. At the other end of
the chain, the Fairtrade Foundation or TransFair work with a large
retailer to establish connections between the buyers and producers.
They also ensure that ethical standards are upheld at all stages in the
creation of the end product, Once all the links are in place,
producers have a direct relationship with the buyers of their crop,
along with a guaranteed minimum price. In addition, the buvers
pay what is called a ‘social premium’ on top of the crop price, which
the producer group can spend on community projects.

Recognition of the FAIRTRADE Mark is widespread, probably
more 50 than its market share, which at US$400m s a tiny 0,01% of
global trade. However, this is not insignificant: FAIRTRADE sales in
the UK have grown by 265% to £300m since 2002, and are predicted
to double by 2009, Across the Atlantic, US FAIRTRADE sales are
predicted to grow to $20-25bn by 2020, while FAIRTRADE-certified
coffee is the fastest-growing segment of the speciality coffee market,
estimated in 2006 at 5750m and still growing.

SOME COMPANIES HAVE BEEN PURSUING THEIR OWN VERSION OF FAIR TRADE
lor some years, notably the Body Shop, whose ‘Community Trade”
system began twenty years ago. Hliveaffe has been buying all of its
coffee directly from producers for fifteen years, and provides
support to its growers in Brazil. People Tree, a FAIRTR, ADE fashion
clothing retailer, works directly with local producers. S5ome
companies have taken the principles of fair trade and developed it
further. Take Divine Chocolate. In 1997, the Kuapa Kokoo
cooperative in Ghana voted lu.p;mhmjn_m chocolate bar to sell
in the mainstream market. For the firsst Hme, a group of African
producers were controlling the entire process from cocoa-growing
all the way to marketing in the north. In 1998, the Divine chocolate
har was one of the first FAIRTRADE chocolate products to be sold in
the UK, and was launched in the US in February this vear, Now the
company supplies all the UK Starbucks stores with their own-brand
FAIRTRADE chocolate, as well as all the Co-op own-brand
chocolate, and is predicted to have a £9 turnover in 2007,
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From its inception, the fair-trade movement has had its critics
who believe that it's -a well-intentioned, interventionist scheme
doomed to end in failure. Economists argue that the coffee market,
if left to its own devices, would eventually level out, or that farmers
would grow different crops if they couldn’t continue to sell coffee at
a sustainable price. There would be shorl-lesm. poverty, but
eventually supply would equal demand and the price would
regulate itself. Fair trade artificially inflates the price of coffee for
same farmers, which encourages them to produce larger amounts of
crop, which in turn contributes to keeping prices low. 50 the
argument goes: that fair-trade™aseHvity actually militates against
solving the very problems it aims (o eradicate,

Fair-trade supporters argue that they are teaching farmers (o
diversify, to intersperse their coffee with other crops, and that the
added benefits of the system are widely felt: a new well or repaired
road funded by the “social premium” will be used by the whole
community, Simple improvements can be the first rung of the
ladder taking people out of poverty and improving the chances of
the next generation. Fair trade is still in its infancy, and its full
effects will likely be proved in the longer term. Members of

cooperatives are being introduced to democracy and accountability
on a daily basis, and female empowerment s growing in
communities where women havetraditionally had little or no input
in decision making. Falr trade aspires lo create long-term
sustainability by increasing local skills and knowledge, thereby
establishing a more equal distribution of power, anboth a local and
international level. '

THAT'S ALL WELL AND GOOD, BUT SINCE WHEN did multinational
companies give a monkev's about fair trade? How could it beeome
mainstream, when the principle of paying producers as little as youw
can get away with seems to lie at the very base”0f the capitalist
system? In the 80s, no one would have believed that a small,
expensive brand based on ethics would have become a major player
in the retail market, and yet it has. Originally seen as a niche market
salving a few western consciences, fair trade Is now a serious
commercial proposition. Ethical consumerism is growing year on
year and its beginning to affect the multinationals’ bottom line.
What better reason for chief executives to make changes to their
trading policies?

The FAIRTRADE labelling mechanism provides a ready-made
mmodel_for retailers, along with a recognisable logo with -a high
approval rating. Brand values are so immensely influential that
companies are happy to take a hit on profits in one area in retum
for a positive reputation. From July 2007, Sainsbury’s in the UK is
planning to sell only FAIRTRADE bananas in its stores, at a cost of
Edmin-‘social-premiom payments — effectively a loss. In addition,
people who are inclined to buy fair trade generally have a higher
income and are less price-sensitive, which means the retailer can

make a higher profit on fair-trade goods because they know that the
consumer won't mind that much. Have a FAIRTRADE product on
vour shelves, change a good mark-up, your customers will buy it, amf
they'I like vou for it,

Fhe larger question is, how long can this trend continue? The
current fair-trade system is symbiotic with conventional free tracle,
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and its products are subject to market vagaries as much as any other.
Popularity is high and sales are increasing, but even the most
aptimistic projections can’t suggest that a free market will convert
te fair trade by virtue of market forces — there just aren’t enough
people buying fair trade for that to happen. The Kuapa Kokoo
cooperative produces 1% of the world's cocoa crop, vet only 2-3%
of that is sold on the falr-trade market. Fair-trade goffee makes up
less than 0.5% of the S80bn global coffee market, 56 there is still a
long way 1o go,

ANOTHER UNKNOWHN 15 HOW THE ETHICAL CONSUMER WILL BEHAVE in the

future. According to TransFair, fair trade is set to follow in the

footsteps of organic and sustainable as a buzzword for conscientious

" consumers. However, that doesn’t take into account the paradoxical

| situation the ethical shopper often encounters. People have

different views as to what constitutes buying ethically. For some,

fair trade is the central issue, but for others, organic is more

important, or for others, global warming. If a grower can produce a

crop which Is both fair trade and organic, he will be able to sell that

crop at a higher price. However, that price isn't high enough to

; compensate for the drop in productivity concomitant with not

using pesticides. And in some cases its just too risky to go organic.

Cocoa, for instance, is particulardy susceptible to discase, and

converting to organic could jeopardise the entire crop, In Ghana,

| where cocoa is the main export, taking that kind of risk would be

unthinkable. So the ethical consumer has a choice; organic or fair

tracde, and ‘what is good for me? might trump ‘what is good for
others?

Alongside the organic premise, a greater threat to fair trade comes
from the environmental lobby, which seeks to reduce the number of
| ‘food miles' attached to foodstuffs. Environmentally friendly and
] fair trade are mostly mutually exclusive. The consumer might prefer
to buy local organic produce rather than fair-trade food, which is
not certificd organic and has the environmental cost of being
shipped across the planet, While usé of pesticides is restricted under
the FAIRTRADE system, the fact that the crop is grown on one side
of the earth and sold on the otheéer can't be ignored. The
environmentally conscious consumer might argue, save the planct
first, and if that works, concentrate on the people left living on it
If global warming destroys farmers’ ability to grow crops then the
fair-trade question becomes more than a little redundant,

S0, rather than leaving fair trade to the mercies of the current
market, should we be campaigning for legislation to cffect
permanent ehange? For this, significant political input would be
required - & considerable challenge given the power of
multinationals, and the fact that many nations would have to
sacrifice benefits to their own producers. It's hard to sée many
politicians being elected on that manifesto.

There's nothing wrong with one person working harder and thus
doing better than another. But they do end up unequal. 1f equality
of power and influence is what we understand “fairmess” to mean,
then there's a great deal of positive discrimination to be done,

MANY ARGUE THAT A LIBERALISED MARKET WILL MEVER BE FAIR while the
players have unequal power. Money makes money, poverty begets

o —— .

poverty, but in the modern world it is often believed that i
behoves those with power to help those less fortunate, Rules and
regulations need 1o be kept in place, checking the strong in order
to protect the weak.

Curmrently, the US has frec-trade agreements with developing
countries, yet protects its own producers with massive subsidics

every year. EU subsidies have the same effegts farmers produce

inefficiently and sell at below production costs because they can
afford to. Take cotton, where world prices have been in decline for
thirty years. The US subsidises cotton production by, $4.2m (on
average $160,000 per farmer), which is equivalent to the value of
entire crop. Across West Africa, cotton growers receive around 30%
of the world price compared to US farmers who are paid 70% above
it. 60-75% of the US crop is exported and sold at around 409 of the
cost of production. In 2004, the World Trade Organisation upheld
Brazil’s objection that these US subsidies were illegal, but the US
government has promised to “defend US agriculture in every forum
we need Lo,

Mhe current debate s dominated by EU negotistions with some
75 African, Caribbean and Pacific countries to form. Economic
Partnership Agreements (EPAs) - that is, free trade bargains = in
order to liberalise the market. There i much dispute as to whether
these are desirable, and indeed, the Trade Justiee Movement in the
UK Is mounting a huge campaign against them. Despite the FU
claim that it has no ‘offensive interests” in pursuing an open market,

PEOPLE HAVE DIFFERENT
VIEWS AS TO WHAT
CONSTITUTES BUYING
ETHICALLY. FOR SOME,
FAIR TRADE IS THE
CENTRAL ISSUE, BUT FOR
OTHERS, ORGANIC IS
MORE IMPORTANT, OR
FOR OTHERS, GLOBAL
WARMING
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PROVES THAT SUCCESSFL
COMMERCIALLY VIABLE,
PROFITABLE BU§INE$ ES

ik OES
THIS BASIS.
A LOT OF

The Fairtrade I‘mmdulinn vmw.tu'lltﬂ;ﬂ#
TransFair USA www.t )
The Trade Justice Movement wwmgmﬁ_ﬂ O
Make Poverty History www. mnnpwmvmww ;
Divine Chocolate mmdlﬁnachocnlnﬁm "
www.dl !
Ben & Jenry's www.climatechangecolleg B.COl
People Tree wwwpanphmm: [
Actionhid wvrwunﬂmutq.wg
Oxfam www.oxfam.omg
Make Trade Fair www.maketradelaircom
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surrumw THAT EPAS ARE INT

countries into becoming more fin

could .ﬁm ground-level paverty!
dupqhﬂﬂﬂﬁ e mlx admullslumﬂ

onsumers, whercas ingome taxes or VAT duti
eumbersome, would be more equitable. H
the market demanding a reduction in tarifl
poorer countries into developing a sound
taxing their pupu]iuqni Mo |ust|j5.ﬂln adelit
acvess to the n th!n'- matlﬂ!@ ¥
financlally self-relia
On the other h.mg EPAs would put --
bargaining position against mature
subsidise their own pﬂ:lgums and sli.'cw lhemhcl

martket to be fain sulsidies and protect fis b}' '.itmnge:
economics, along with cartelisation by large US companies against
producers in the South, need ta.]:ll' remaved. There also needs to b
help for weaker mm:m;ﬂﬁcﬁ may mike costly urml.'} If]l[ungcd
headfirst into a frec'market. In the first ten years of the quﬂh
American Free Trage Agreement, Mexieo lost 1.3 million age
jubs, and rescirch predicts tlmtl’:mﬁﬂth West Africa Hlmgl
lead to import subges of over 15% on key commodities. h
onlons, beef and potatoes, whll‘:‘_I‘I%'cgald dumﬁhﬂ

Is an alternative framework for tade, using pov
and equality as its central tentts, m.lun]l.}' Iﬂﬂb
would argue that it Is nalve and unrealistic
eeonomic trends. Bul then, as Jénny Ricks of Act
‘the major success of the fair-trade movement ﬁli been
that you can intervene, in markets and every - wins'.
continues, “The main issue is the lack of political s un..ﬂmpl
ot rich countries, There needs to be a fundamental rethink on how
world trade is run, Faie trade is a good | first step, 'ﬁu!‘ﬂﬂ-‘ heart of the
issue Is about working to.change the r@ that govern global trade,
Currently, fair trade §s good for farmurs In!#ulwd, but w 4
about the other 99% of trade lhil
in poverty?

Fair trade isstill a nlchv marknl salving a few weste

slowly becoming a m.l[ur political ]«sm. As l:lur{ntte Bm'm
Divine says, ‘Fair trade is not an end o itself, it's a means mmm&.
It proves that successful, commercially viable, profitable huﬁnﬂ_s_ﬁ
can be run on this basis, 1tcan helpalot of people, and it can work:
The idea is that it grows and grows until the people who are in a
position to make the most change in world markets can't ignore it
any more,” W

Lottie Davies is o freclance wilter amd pliotoftsrmnalist h:mdlh‘ I.imdm;,
with o particular inferest die global sy arnd R rights.




