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THE FAIR TRADE MOVEMENT

Fair Trade is an organised movement which
promotes equitable standards for
international labour, environmentalism,
and social policy in areas related to the
production of branded and unbranded
goods, which may range from handicrafts to
agricultural commodities. The movement
focuses, in particular, on facilitating exports
from developing countries to developed
countries.

The most widely recognized definition of
Fairtrade, created by FINE, an informal
Association of the four main Fairtrade
networks (Fairtrade Labelling
Organizations International, International
Fairtrade Association, Network of
European Worldshops, and European
Fairtrade Association), which enjoyed the
consensus across the movement, is given
below:

Fair trade is an alternative approach to
conventional international trade. It is a trading
partnership, which aims at sustainable
development for excluded and disadvantaged
producers. It seeks to do this by providing better
trading conditions, by awareness raising and by
campaigning.

The movement has been considerably
confused with other ethical and
environmental trading initiatives. Overlap
does exist between the attitudes and
approaches of different types of alternative
trading practices and certifications such as
Ethical Trade, environmentally driven
trading practices, and organic movement.
However, it is important for the consumers
and stakeholders of the Fair Trade
movement to understand that the other
alternative trade labels are not analogous
with Fair Trade and that the latter is the
only market-driven mechanism aimed to
empower the disenfranchised producers.

FAIRTRADE STANDARDS AND
CODE OF PRACTICES

FLO and IFAT are the two main standard
setting bodies for Fair Trade. FLO largely
concentrate on standardizing labelling
requirements for food and agricultural
commodities, while IFAT advocates a set of
practices, particularly for non-food products.
IFAT follows a 'Code of Practices', whereas
FLO have proper standards in place for
individual product and product categories.
FLO certifies the product and provides a
label for trading in the Fair Trade markets,
whereas [FAT does not certify products, and
uses a quality label testifying to the
organizations' commitment to Fair Trade,
and it recognizes that the entire business
chain can operate according to Fair Trade
principles established to address, in
particular, areas such as working conditions
(including remuneration), child labour and
the environment.

FLO has two sets of standards: generic
standards and product specific standards.
The generic standards are further classified
as: producer standards and trader standards.

The producer standards govern the activities
of small farmer cooperatives / organisations
and the hired labour practices that have a
democratic structure and transparent
administration. The standards specifies
social and economic development of the

small producers of the group through efficient
utilization of Fairtrade premium, non-
discrimination among members, attaining
sustainability in business operations,
establishing and following proper working
conditions, and ensuring environmental
protection through proper farm management
practices. The trader standards regulate
buying and selling activities of operators
trading in FLO certified products. The
standards stipulate payment of Fairtrade
premium to the producers, payment of partial
advances upon producers' request and all
transactions through signing of contracts
allowing long-term planning and sustainable
production practices.

Product specific standards broadly outline
quality parameters required for a particular
produce for certification, producer-trader
relationship, pre-financing and credit terms,
and pricing and premium.

IFAT's Code of Practices are based on nine
principles: the creation of opportunities for
economically disadvantaged producers, the
adoption of transparency and accountability,
commitment to capacity building, the
promotion of fair trade, payment of a fair price,
promotion of gender equality, safe and healthy
working conditions, adherence to UN
convention and local laws on rights of
children, and the adoption of a sustainable
approach to the environment.

Products Certified by FLO and Traded as Fairtrade Products

Food Products Non-Food Products
Banana Nuts/Oil Seeds Cotton
Cocoa Purees Cut Flowers
Coffee Quinoa Ornamental Plants
Dried Fruits Rice Sports Balls
Fresh Fruits & Fresh Herbs and Spices
Vegetables Sugar
Honey Tea
Juices Wine
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CERTIFICATION AND
REGULATORY MECHANISM

FLO stipulates certain minimum criteria that
the trading process must fulfill in order for a
product to be labeled and sold as 'Fairtrade'
product. Fairtrade labels are issued to a
limited range of commodities for which an
international Fairtrade standard has been
developed. The IFAT, Fair Trade
Organisation (FTO) mark, on the other
hand, has been a part of a more general
approach designed to promote Fair Trade
and its member organizations, operating
essentially in the handicraft sector.

Products for which there are currently
Fairtrade standards developed by FLO are:
food products - banana, coffee, cocoa, fresh
fruits, juices, honey, nuts & oilseeds, rice,
spices & herbs, sugar, tea, wine, and
composite food products; non-food products
— flowers, ornamental plants, cosmetics,
sportsball, and cotton products.

GLOBALFAIR TRADE MARKET

Global Fair Trade markets have grown
rapidly over the past decade. Fairtrade sales,
according to FLO, have been growing on an
average 40 percent per year since 2000. In
2007, Euro 2.3 billion worth of Fairtrade
labeled products were sold worldwide, an
increase of 47 percent over the previous year.

Europe and US are the leading markets for
Fairtrade products. Among European
countries UK is the major Fairtrade market.
In 2007, the value of sales in the UK and US
grew by 72 percent and 46 percent,
respectively. Other significant European
markets for Fairtrade products are
Switzerland, France, and Germany. With
growth of 166 percent and 110 percent
respectively, Sweden and Norway have been
the fastest growing markets for Fairtrade
during 2007, followed by Spain (105 percent)
and Ireland (101 percent). Besides European
markets, other significant Fairtrade markets
are Japan, Australia and New Zealand.
Fairtrade certified products are now available
in more than 60 countries.

Significant growth has been observed in sales
of various Fairtrade products, both in food
and non-food product categories in the past
few years. Coffee and banana are the largest
selling Fairtrade products. In 2007, among
food products, beverages such as fruit juices
registered the highest increase in sales with
295 percent, followed by sugar (111 percent)
and banana (72 percent). In the recent years,
among other products, Fairtrade cotton and

wine have been registering significant
growth. In 20006, wine registered a growth of
191 percent, and in 2007, sales of items made
out of Fairtrade cotton increased by 815
percent over the previous year. Sales of
Fairtrade tea have been growing steadily over
the years. Fairtrade tea sales registered a
growth of 40 percent in 2007.

Other products that are traded through Fair
Trade channel are mostly handicrafts. These
are non-certified products sourced by IFAT
members and sold under IFAT's FTO mark.
These include jewelry, craftwork, furniture,
paper products, gift items, apparels and
textiles, rugs etc. However, these products
constitute only 10 percent of the total
Fairtrade market.

SELECT FAIRTRADE CASES

Coffee — Coffee is the oldest and the pioneer
Fairtrade product with highest sale and
distribution. Fairtrade coffee is produced by
256 producer organizations from 27
countries. Producer organizations of
Fairtrade labeled coffee are guaranteed with
a floor price (Fairtrade Minimum Price) of
US$1.25 /1b for washed Arabica, a minimum
organic differential of US$ 0.20 per pound for
certified organic coffee and Fairtrade
Premium of US$ 0.10 per pound of coffee.

Banana - Banana is the most popular
Fairtrade fruit with highest sale. Fairtrade
bananas are produced by 55 producer
organizations from 7 different countries, viz.,
Costa Rica, Colombia, Ecuador, Peru,
Ghana, Dominican Republic, and the
Windward Islands. Depending upon the type
and country of origin of the bananas,
Fairtrade minimum price is fixed periodically
as per the market fluctuations. However,
US$ 1 per box is paid as Fairtrade premium
on and above Fairtrade minimum price.

Tea — Tea is one of the steadily growing
Fairtrade commodities. Currently 73
producers from 14 countries, and 83 traders
from 20 countries are registered with FLO for

tea production and sale through Fairtrade
channel. India has the largest number of
Fairtrade tea producers. About 85 percent of
all Fairtrade tea is being supplied by India, Sri
Lanka and Tanzania. Depending upon the
originating country, tea attracts a minimum
Fairtrade price on auction and FOB basis,
ranging from US $ 1.20 — 2.00 per kg and a
premium ranging from Euro 1.00 — 1.10 per

ke.

Cotton — Cotton is another most steadily
growing Fairtrade product. Currently, there
are 20 producer organisations from 7
countries, and 232 traders from 28 countries
registered with FLO to produce and trade in
Fair Trade certified cotton and cotton
products. India has the largest producers and
traders of Fairtrade cotton. Differentiated by
type and country of origin, cotton attracts a
Fairtrade minimum price ranging from Euro
0.39 — 0.61 per kg and premium Euro 0.05 -
0.06 per kg. An average of Euro 0.10 per kg is
also paid as organic differential to producers
growing organic Fairtrade cotton.

Rice - Currently there are 16 Fair Trade
certified rice producer organizations in 5
countries: Thailand, India, Laos, Egypt and
Mali; and 32 Fairtrade rice traders in 12
countries. Differentiated by type and country
of origin, Fairtrade minimum price for rice
varies between Euro 125 — 263 per tonne and
Fairtrade premium of Euro 15-30 per tonne.

Fairtoursim - Fair Trade in tourism values
indigenous host communities and supports
their participation in the process of tourism
development. The context of Fairtrade in
Tourism means:

| Equitable consultation and negotiation
taking into account the interests of local
community stakeholders, including
tourism enterprises;

| Transparent and accountable business
operations through environmental and
social audits;

Global Retail Values of Fairtrade Products
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| Employment of local resident and
indigenous people to develop human
potential;

| Training and development at local
community level for managerial
positions;

| Shared tourism revenues to ensure that
the return from the use of public assets for
tourism, benefits and enhances public,
social and environmental resources in the
destination;

| Use of local products and materials,
where appropriate (ecologically
sustainable if possible);

| A fair price, negotiated in partnership
with local suppliers;

| Investors aware of and adhering to
national, regional and local planning and
environmental regulations;

| Fair competition between foreign and
domestic investors to enhance
opportunities for domestic investment
and competitiveness;

| Compliance by foreign investors with
destinations' tax regulations;

| Fair and sustainable use of natural
resources of the host destinations.

FAIR TRADE MOVEMENT IN INDIA

The Fair Trade movement is in a very nascent
stage in India. Currently, the Fair Trade
movement in India has three key players:
(i) Fair Trade Forum-India (FTF-India),
which is a national level forum of Indian
ATOs and producer groups, operating in
close association with IFAT; (ii) FLO certified
producers and traders, dealing mostly with
agricultural produces and are in the process of
forming a formal association at national level
called Indian Fair Trade Initiatives (IFTI);
and (iii) International Resources for Fairer
Trade (IRFT), which is a resource member of
FTF-India. There are no national certification
bodies for Fairtrade in India. International
labeling and certifying organizations such as
TransFair, USA; Fairtrade Foundation, UK;
certifies all Fairtrade products currently
traded from India. Handicrafts occupy the
major share of products traded from India
under Fair Trade channels, using [IFAT's FTO
mark. Trading of agriculture products under
Fairtrade certification has started very
recently. Agriculture products, for which,
India has acquired Fairtrade certification, and
are traded under Fairtrade label from the
country are tea, cotton, rice, coffee, cashew,
juice, flowers and vanilla.

FAIR TRADE - OUTLOOK

In recent years, Fair Trade has moved out of
the niche markets into the mainstream
distribution channels and major supermarket
chains, which have given a much-needed
boost to the movement. Besides, recent shift
in consumerism towards ethical consumption
has also been a major driver for the
widespread growth of the movement.
Fairtrade products such as beverages,
bananas, wines, and cotton products are now
available in all major retail chains such as
Sainsbury, Tesco, Wal Mart, with few of them
converting their entire range of sale of certain
products to Fairtrade. Fair Trade also forms a
key part of the Corporate Social
Responsibility (CSR) policies of many leading
multinationals. Fairtrade products are served
in many national and international airlines
such as Fin Air, Ryanair and Air Berlin, and
also in leading star hotels in many countries.
Fair Trade products are also part of public
procurement policies in many European
countries. With consumer awareness on Fair
Trade being maximum, Europe is the most
promising Fair Trade market. Among the
other key growing Fair Trade markets are
Australia, New Zealand and Japan.

The global market for Fair Trade is projected
to be worth US$ 9 billion by 2012, registering
a CAGR of 25% from US $ 3 billion in 2007,
and is projected to reach US $ 20-25 billion
by 2020.

Currently, Fair Trade is financed by a number
of heterogeneous finance providers such as
QOikocredit, Shared Interest, Rabobank
Foundation, Triodos, TWIN trading and
several others, with well-defined portfolios.

CHALLENGES
Limitations in Certification

At present, certified products are fairly basic
and so it is easy to monitor the entire
production chain. The situation becomes

complex when products are composed of a
mix of Fair Trade and non-Fair Trade
materials. Similarly, certification of
manufactured products, and services, such as
tourism, pose considerable challenges for the
movement. Certification currently relates to
major globally traded commodities such as
coffee, tea, and cotton, not including several
typically smallholder crops. Standard setting
for the products is also a slow process.
Stringent certification systems and associated
high costs are other challenges. Fairtrade
products are currently positioned as
'premium' products, excluding a significant
proportion of consumer market.

Similarities With Other Movements

Overlaps with other movements, such as
Ethical Trade Initiatives and organic
movement, are posing challenges associated
with compliance. Producers often need to
comply with more than one standard or
certifications before entering some markets,
which is time consuming and also burdens
the smallholder farmers economically.

Supermarket Challenges

As supermarkets are adding Fairtrade
products to their product range, smallholder
producers are increasingly exposed to difficult
challenges of coping up with the
procurement practices of supermarkets and
large processors with respect to quality and
safety standards, packing cost, volumes,
consistency, price, and payment practices.

Growing Competition in Fairtrade Markets

Some Fairtrade products are reaching market
saturation due to change in consumer
preferences or price competition.
Furthermore, there
inconsistency between supply and demand
because the Fair Trade market has not grown
fast enough to accommodate the production

is a continuing

growth.
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STRATEGIES
Widening Certification Standards

Certification standards may include more
smallholder crops with a faster standard
setting. The movement may also consider
identifying Fair Trade at local and regional
levels. It may also be worth expanding the
scope for Fair Trade initiatives and develop a
joint IFAT/FLO mark to enhance market
reach.

Synergy With Other Movements

There is a need to develop synergy and
collaboration amongst movements with
common objectives, such as the organic
movement, to avoid costly duplication.

Addition of New Product Range

It is important to overcome the market
saturation and creation of niche market with
introduction of new innovative products,
new clients, and new distribution channels.
Fairtrade network should encourage
processing of primary products closer to the
source, by the producers themselves or by
associated groups. In addition, emphasizing
on quality standards of products with design
and personality, consistency, and brand
creation may also be considered. Further,
Fairtrade marketing must be commercially
interesting.

Market Development

Strategically, targeting exotic and premium
handicrafts segment would help in
enhancing the reach of the movement. The
standard setters of the movement may
consider reconfiguration of the pricing model
to reposition the Fair Trade products and
widen its price architecture to include low-
premium products, which would help in
expanding the movement's reach. The
movement should also consider encouraging
South-South trade recognising opportunities
mutually offered by other developing
nations.

Capacity Building of Producers

It is important to increase investment in
capacity building of producers to cater
mainstream demands. Fairtrade networks
should consider supporting specific capacity-
strengthening initiatives for disadvantaged

producers. They should also consider
improving access to market mechanisms that
may assist smallholder farmers in managing
their risks.

STRATEGIES SPECIFIC FOR INDIA

Giving Fair Trade movement a shape and a
status, as in the case of the organic
movement, would help in developing the
movement's foothold in the country. In
addition, developing collaboration between
National Organic Programme and Fair Trade
movement would also allow reduction of
certification costs, and expanded coverage of
markets.

Leading export promotion bodies such as
APEDA, Cashew Export Promotion
Council, Spices Board and Coir Board of
India may consider including Fairtrade
certification in their agendas, which would
help in placing Indian Fairtrade products
in much better way in the international
markets.

It may also be considered to encourage
inclusion of Indian Fairtrade products in the
product range of Indian multinational
companies, particularly, in the product
segments directed for export markets.
Further, to develop domestic market,
inclusion of Indian Fairtrade products in
CSR  procurement policies of Indian
multinational companies and foreign
multinational companies operating in India,
as well as in procurement policies of
Government bodies, may be encouraged.

To increase visibility of Indian Fairtrade
products, Fair Trade actors in India must find
effective ways of campaigning for Indian
Fairtrade products and producers at the
international level of the movement. In
addition to campaigning, the Indian Fair
Trade actors should also attempt to offer
more product range. For this, a cluster
approach in handicraft sector may be
adopted with streamlined investments on
capacity building of the artisans.

Introducing 'Fair Tourism' concept in India
by means of codes of operations would help
in increasing foreign exchange earnings of
the country, besides enhancing the socio-
economic conditions of the local
communities at the host destinations.

CONCLUSION

India, being the leading producer of many of
the vegetables and fruits, and other
agricultural product categories, and home to
a large population of smallholder producers,
provides ample scope for Fairtrade initiatives.
Further, India has a large handicraft sector
spread all over the country employing
approximately over 5 million artisans. Fair
Trade initiatives can be instrumental in
significantly enhancing the competitiveness
of the sector in the global arena. Some of the
strategic areas where India can adopt
Fairtrade initiatives are: smallholder
vegetables and fruits such as bananas,
oranges, citrus, mango, pineapple, lychees,
coconut, grapes, apple and passion fruit;
honey; herbs and spices such as vanilla and
cardamom; nuts and oilseeds such as
peanuts, cashew, sesame seeds; flowers and
ornamental plants.

To increase their share in Fairtrade
handicraft markets, Indian FTOs may
consider concentrating on segments adapted
for international markets and contract
manufacturing. In order to popularize
Fairtourism in the country, the Government
of India may consider co-promoting the 'Fair
Tourism' concept along with similar concepts
such as agri-tourism and eco-tourism.

The contents of the publication are based on
information available with ExportImport Bank of
India and primary desk research through published
information of warious agencies. Due care has been
taken to ensure that the information provided
in the publication is correct. However, ExportImport
Bank of India accepts no responsibility for the
authenticity, accuracy or completeness of such information.

Note: Indian Rupee are referred in crore

and lakhs:

1 crore : 10 million

1 lakh : 100 thousand
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