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A. INTRODUCTION

|. The research

This research project addresses the general isfusgstainable development. Its
objective is to analyse fair trade and its poteémbdension as a sustainable and responsible
means of production and consumption from the pofntiew of North-South relations,
economic fairness and also as a new ethical wagrduming in the North.

We examine all the stages of fair trade in termsth&fir economic, social and
marketing aspects. This interdisciplinary reseands conducted by three teams, the
Changement Social et Développem@i$D) service and th€entre d'Economie Sociale
(CES) of thelniversité de Lieg€ULg) and the Department of Marketing of the Umgity
of Antwerp (UAMS). It aims to provide a new andesttific basis for fair trade, both
theoretical and empirical, by combining differeettnical approaches.

Our interdisciplinary method has the following siagy
- Evaluation of producers

« An analysis of the socio-economic conditions exgered by the producers,
how they are organised and their businesses emuent)

« Field studies on the effect of fair trade, on ffscgncy in reducing poverty and
comparison of this form of aid with typical devetoent projects. The
comparisons involve two different cultural regiorsib-Saharan Africa and
Latin America,

* Theoretical projection of fair trade effects (itigtional economy, sociology of
social movements...).

- Evaluation of industry sectars

* An economic evaluation of the sectors of fair tradealysis of prices and
added value through the collaborative applicatidn tlte new Fairtrade
Labelling Organisation method for determining psi¢the products studied are
coffee and bananas);

* A marketing analysis of the distribution strated@sfair trade products;

» Theoretical projection using modelling and conceafpsation of fair trade;

* Analysis of voluntary workers and human resouroesaies points.

- Evaluation of consumers

« Analysis of the demand for fair trade products, stoner profiles and their
purchasing behaviour;

» Theoretical projection of fair consumption as a iglocengagement /
responsibility.

Il. Objectives of the research

Having recognised that there was little scientifasis for describing the dynamics of
fair trade, our main objective was to demonstra&t it is a field of analysis that is relevant
to economists and sociologists and that econondcsanial theories can shed new light on
the subject. The method involves exploring the texgstheoretical information that may
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provide a conceptual basis for fair trade. At thens time, we felt it was necessary to
associate an inductive phase with this in ordedeatify the specificities of the sectors. As
part of this, we conducted an in-depth analysitheffair trade sectors by means of field
studies conducted by mixed teams. During meetings the management committee, two
industries were chosen because their characteristiade them suitable for a strict
methodological approach: coffee and bananas. Asémee time, a different method was
used to study the honey sector.

Through a combination of theoretical analysisdfisfudies and a marketing analysis,
the main objectives of this research are as follows

* Analyse fair trade throughout the sector (from piceEt to end-consumer) and
its potential for extension as a sustainable asdaesible means of production
and consumption within the context of North-Sou#iations, fairness in
economics and as a new ethical mode of consumistitire North;

» Compare the fair trade approach with typical dgwedent projects and analyse
its strengths and weaknesses as a means of prayguverty and providing
fairness in North-South relations;

* Provide a reliable conceptual and theoretical bfmsigair trade combining its
economic, social and marketing aspects;

e Conduct a marketing study of fair trade;

* Produce scientifically justified recommendationkatiag to fair trade support
policies.

Ill. Expected results from the research

- Provide a conceptual basis for fair trade, as mnoln an economic perspective
(analysis in terms of government economics, notfitpooganisations (NPO) theories,
the social economy and the solidarity-based econamy putting it in perspective
alongside theories on conventional internationalde) as from a sociological
perspective (sociology of industrial relations,istagy of consumption).

- Develop a method that is appropriate for the retemrobjectives based on proven
methods used for evaluating development project&ctwitan be adapted to the
different situations found in the field and whichow an in-depth analysis of the
various experiences.

- Shed light on the socio-economic realities of thedpction environments based on
field studies that examine both the economic armlosanthropologic aspects of fair
trade at a local level. These evaluations are raiffiefrom traditional studies on effects
because, firstly, they are based on a strict metnat] secondly, they are aimed at
providing information for the theoretical analyskat were done.

- Evaluate fair trade as a development projectjn.eerms of efficacy, efficiency, effect,
viability and relevance criteria.

- In collaboration with the Fairtrade Labelling Orgaation, prepare comments on the
new method for determining fair prices and analysihe price elements that they
create.

- Provide an in-depth understanding of the markeh@mey.

- Contribute to a view of fair trade in terms of imtational trade standards.



- Develop profiles of consumers of fair trade produahd of the commitment to fair
trade (voluntary workers, human resources in wshiops) and, possibly, a typology.

- Conduct a marketing study to define different tymd#sconsumer profiles and to
provide a better understanding of the optimal dligtron and communication strategies

for fair trade products.
- Produce conclusions concerning the potential ardctinditions for extending fair

trade.

b World shops' are calledMagasins du Mondein the French-speaking part of Belgium and
Wereldwinkeldn the Dutch-speaking part of the country.



B. RESULTS

|. Theoretical approaches to fair trade

1. Conception and scale of fair trade

1.1. Conception, protagonists and origins of fairrade

According to FINE, 'Fair trade is a trading partnership based otogliee, transparency
and respect, that seeks greater equity in intemnaltitrade. It contributes to sustainable
development by offering better trading conditiors ®@and securing the rights of,
marginalized producers and workers — especialtiienSouth.

Fair trade organisations (backed by consumers) aaterely engaged in supporting
producers, awareness raising and in campaigninghfanges in the rules and practice of
conventional international trade. (...). The stratempjective of fair trade is:

- deliberately to work with marginalized producersl avorkers in order to help them
move from positions of vulnerability to securityda@conomic self-sufficiency;

- to empower producers and workers as stakeholdéhginown organisations ;

- actively to play a wider role in the global arema dchieve greater equity in
international trade." (FINE, October 2001).

For the European Fair Trade Association (EFTA, 1988 trade has the following
characteristics:

- 'A production price that allows producers and tHamilies to reach an adequate
living standard (this meansfair price, advance payments when necessary and a
long term trading relationship);

- A production environment that does not weaken thedycers physically,
psychologically or their welfare in the short ongpterm;

- Production that is sustainable economically andrenmentally, in other words,
that satisfies the needs of the current generatithhout putting at risk the needs of
future generations;

- Use of the most efficient distribution routes begwegroducer and consumer that
eliminate speculators and useless intermediaries;

- Preferential treatment for production, trade arldssthat involves local production
from small or medium companies and a fair distidgoubf revenues;

- A communication campaign in the North to raise amass of the relationship
between consumer choices and living and workinglitmms in the South;

2 FINE is a network that was created in 1998 by HLBairtrade Labelling Organisations Internatignal
IFAT: International Federation for Alternative TegdNEWS!: Network of European World Shops ;
EFTA: European Fair Trade Association.
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- An awareness campaign to try and change the usfaictures of international
trade.' (EFTA, 1998: 5-6).

Based on these concehtfor the purposes of this report we have consitiéa@ trade
to be a trade relationship based on the idea @frngrship between social players in the
North and South aimed at changing normal tradetipesc by fixing new trade rules
(determining a fair price, advance payments, stablations...) and making northern
hemisphere consumers and governments aware; thasges should contribute, fine, to
improving the economic (campaign against povesggial (human themes, welfare) and
environmental (cf. sustainable development) coodgifor producers in the South.

Fair trade organisations can be divided into fiyges (Krier, 2001):

- Producer organisations: they produce a variety afketable products and export
them to the market countries.

- Fair trade importing organisations: they buy praddmom producer organisations,
paying them a fair price.

- World shops: non-profit making specialist shopsfor trade products. They sell
the products to their customers and provide a tfyageinformation and education
oriented activities.

- Fair trade labelling initiatives: they promote tladbels and they bring fair trade
products into mainstream sales outlets such assapleets.

- Fair trade related organisations: organisationst then to help (product
development, skills...), financial organisations {eth investments...), Non-
Governmental Organisations managing awarenesswgaasiivities.

Next to these fair trade organisations, there e faur European fair trade networks
(Krier, 2001): International Federation for Altetive Trade (IFAT), European Fair Trade
Association (EFTA), Network of European World ShqpdEWS!), Fairtrade Labelling
Organisation (FLO International).

In Belgium, a number of importing organisations acéve (Krier, 2001):

- Oxfam World Shops (Wereldwinkels and Magasins dunti&).

- Fair Trade Organisatie (a subsidiary of a Dutchtfaide organisation).

- Maya Fair Trading, an organisation focusing on lycared honey-based products.

- Max Havelaar Belgium is a fair trade labelling angation, accrediting coffee and
bananas in more than 1,000 supermarkets.

There is no formalized national fair trade forunut Inany Fair trade organisations
meet on a regular basis in order to develop cladationships.
Theoretical basis

In terms of theoretical basis, fair trade seemdadwe inherited two philosophies.
Firstly, a rejection of the operating principlesfode trade. Fair trade has its roots in the

3 A broader definition of 'fair trade' (MORI, 200@grschoor and Alberts, 1999) is very similar toatvh
is also known as 'social responsibility' of comganiputting their social responsibility alongsiteit
economic responsibility. These companies have t@ioekind of openness (transparency) and/or take
care of social problems, fair trade, animal welfate.



solidarity-based economy approach that first apmkan the Middle Ages (guilds,
brotherhoods, warden ships, apprenticeships ampbatrons) and which inspired 1&thd
19thcentury Utopian sociologists (Saint-Simon, Fourri@roudhon, Owen, Blanc...) and
Christian socialists (F. Le Play et A. De Melum).this respect, it is aimed at correcting
the harmful effects of a failing economic systerattis incapable of meeting its promises
of satisfying the needs of all (cf. Laville, 199&econdly, the movement for a more equal
trade is part of backlash against modern liberanemic policies that have led to the
appearance of 'third-worldism'. This second inhege introduces the North-South
component to social criticism of the market. Whilstgative comments about the
inequality of North-South trade started to appesfote the end of the colonial period (cf.
the book 'Max Havelaar' from which the certificatifair trade organisation takes its
name), the relationship with cepalian reformism atsd rejection of the'termes de
I'échange’or the even more radical version from Marxist theoon dependence (Amin,
Franck and Emmanuel, with their concept of uneg@dahange) seems obvious even if less
explicit nowadays. Today, whilst the partisan elatmieas been reduced (to avoid anti-
Marxist reactions), themes related to the changvag in which we think of the South
have been added to the issue of unequal trade &etthie 'central’ countries of the North
and the 'peripheral' countries of the South: themeating to environmental issues,
sustainable development and gender are importanidh for the main non-governmental
organisations today.

Fair trade was part of economic globalisation |dmgfore the anti-globalisation
movemernt appeared and is an alternative to normal tradeayathat could lead toriore
fairness and greater solidarity in the worldnd has the advantage of having already
proven its feasibility and a degree of efficacy.spige this, there is no reference to fair
trade in any of the founding texts of the anti-glliidation movement, nor in the
communiqués issued by different alternative sumnfiiten the podium of ATTAC to the
demands of social organisations participating ini@d-orums. The subject is very rarely
discussed in the specific anti-globalisation sphere

Whilst there is no question that the players i feade are also part of the anti-
globalisation sphere, they are clearly not amotigstfounders of the main events of the
anti-globalisation network. Whilst they quickly j@d the anti-globalisation movement on
a massive scale once it had become capable ofrgdaige media events, the promoters
of fair trade and economic solidarity were gengralmost absent when they were formed
and developing their central themeshis is why, even though it seems easy in theibsy,
partial convergence of guidelines (Snowddal, 1986) did not occur until later. One had
to wait until Cancun 2003 and the World Social Feia Bombay to observe the meeting,
albeit partial, between these two great internatiioetworks.

A second differentiating factor is the tendency fair trade to be part of a 'more
reformist’ and more institutionalised fringe thanshof the pure anti-globalisationist. The
latter recognise the relevance of fair trade bsb gloint out its limitatiorfs It has to be

In French, the term ‘altermondialisation' is m@med more often used instead of that of 'anti-
mondialisation' (anti-globalisation). It refers ‘mother globalisation’, with a more human andaioci
dimension. A close notion is that referred to by World Social Forum, in its Charter of Principlas,
'globalisation in solidarity'.

Fair trade seems to be more developed in theidfngpbeaking world than in Europe or Latin America
whose alliances led to the formation of the Soe@lums.

The position adopted by a think-tank close to ACTclearly shows this view: 'developing a society
with solidarity will not be achieved by creatindaisds of solidarity in the middle of an ocean of
profits because the profitability argument will ckly stifle the rest. (...). It is therefore necegstr
talk about new practices such as production cdettdby workers and users, supportive loans, fair
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said that the very businesslike language usedibyréale exponents during Social Forums
is completely foreign to the concepts usually pmése in these meetings. Far from the
conception of another world as sought by anti-dish#onists, it is more a question of
‘creating added value to the local revenue andistsibution' (a delegate from the Kenyan
Federation of Fair Trade, FSM 2004).

1.2. Scale of fair trade

The 'fair' market shows regular growth almost ewdgre in Europe. In Belgium
sales revenues for fair trade products grew by 82%veen 1996 and 2001 (Idea Consult,
2002Y. During this period, importing and wholesale comipa involved in fair trade had
significant revenue growth: from 77% (Max Havelafr)29% (Fair Trade Organisatie)
Fair trade products increased their market shanaglthis same period. According to the
Office Belge du Caf¥ fair trade coffee market share grew from 1% tbl% whilst,
according to Max Havelaar, fair trade bananas ateoufor 1.33% of the Belgian market
in 2001.

According to data provided by the note from thedpaan Commission (1999),
growth is regular in Europe. In 1994, the totaksakithin the European Union of fair trade
products were estimated at about 175 million elmol997 (figures also confirmed by
EFTA), this figure had climbed to 200 — 250 milli@uro. Tristan Lecomte, founding
president of Alter Eco, provides even more recenirés, according to which fair trade
would only represented 0.008% of international ératthat is to say 350 million euro for
fair trade compared to 4,000 billion euro for imi@ional trade (Lecomte, 2003:21).
Hudson & Hudson (2003) remind us of an estimatenftbe Fair Trade Federation (USA
umbrella organisation) according to which fair #garoducts only represented 0.01% of
world exports in 2002.

The success of fair trade in Europe varies grdmtyween the countries. A. Sanjuro
observes that the Netherlands 'has kept their bemduse nowadays, with sales of 71.5
million euro for fair trade products, only Germasyahead of them (101 million). France
is a long way behind with 9.7 million compared .11 million for Italy, 51 million for
Switzerland and 70 million for the United Kingdoifhese values are poor compared to
the potential. Fair trade coffee, the indisputdble trade star, accounts for only 3% of
sales in Switzerland and Luxembourg, the two coesitwhere its penetration has been
greatest.’ (Sandjuro, 2001). The most optimisaeshent about fair trade claims that 'fair
trade is growing by an average of 5% per year'pbetnotes that even though coffee is the
fair trade star, it accounts for only 1.7% of the@ean market for coffé®

Belgium has a special place within the fair tradevement. The main players in the
movement are thBlagasins du Monde-Oxfatm Walloon) andOxfam Wereldwinkelgn
Flanders, where there is also the sales departafeght Dutch organisation 'Fair Trade
Organisatie’)Magasins du Monde-Oxfaand Oxfam-Wereldwinkelare combined buying

trade, etc. whilst questioning the general movenwfntapital, blind free trade, liberalisation of
community services and social protection...' (HaryiBeM. et al, 2004).

A more recent assessment extrapolate by the &8elgair Trade Centre suggests that in 2003 the
Fair Trade sales revenues was 26.5 million éagrow of 58% from 2001).
69% for Oxfam-Wereldwinkels, 75% for MagasinsMande-Oxfam and 31% for Maya Fair Trading.
Data extrapolated from market research condulstedC Nielsen increases this figure to 1.2% for
2001. For more detailed sales figures for fairéradoducts (coffee, wine and tea).
These figures are also developing differentlyat&ling on the country. In the Netherlands, the etark
share for Max Havelaar coffee is 2.3%, not evefiitabales in Switzerland. The Swiss are the &ire
European consumers according to Michael BarrativBrand Sophie Adam (1999) (they spend 4.5
US$ per year per person) and fair trade honey h@ven greater share of the market (about 8%).

11
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organisations and distributors. The two organisetidiffer mainly in the type of products
that they import: mainly crafts falagasins du Mondand foodfor WereldwinkelsBoth
organisations sell both types of product in theoss and both are involved in awareness
campaigns and lobbying.

Magasins du Monde has 80 shops that are run b ¥6dinteers' to which can be
added the 'Jeunes Magasins du Monde' (about 60atbaun by young volunteers and
organised at the level of secondary schools. Wetelels has 175 stores and 5,750
voluntary staff (more than twice as many as inEhench-speaking part of the country).
Only the 15 largest Wereldwinkels rely on salarsdff. Magasins du Monde and
Wereldwinkels, as importers and distributors, arentbers of both the EFTA
(importation) and NEWS! (distribution). Max Havetadelgium is the national
certification organisation. It is supported by altton of 28 member organisations. In
addition to the fair trade movement's 250 shopsntlain supermarkets also sell fair trade
products. In 2001, 1,050 supermarkets througholgida offered fair trade products.
The sector now employs 71 salaried staff (comp&vembout forty two years ago). Sales
income (Oxfam Wereldwinkels + Magasins du Monde ayil Fair Trading) is estimated
to be 8.1 million euro.

The title of our research, 'A Fair and Sustainabtade, between Market and
Solidarity', expresses well one of the most impdrteensions that the movement is
currently experiencing. Overall, the movement se&mige polarised betweenbaisiness
pole and amilitant poleand every member of the movement takes a posstomewhere
on a continuum between these two extremities. Tasiment is based on a study
conducted by the DFID (Department for Internatiobevelopment) in June 2000 that
divided the fair trade organisations according tfoar-squared grid depending on the
nature of their activities in the North and the ®ou

Business
North South
Fair trade organisations as agents for Fair trade organisations as agents for
Participation in the market Redistribution
Fair trade organisations as agents for Fair trade organisations as agents for
Lobbying and raising awareness Strengthening
North South
Solidarity

1 Hence the importance of voluntary workers andagament of human resources in these shops.
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Based on the above table, we can see that thexdension between the role of
agents ofadvocacy(lobbying and raising awareness) and thgtasticipant in the market
The former implies more militancy, wherein onedrte create or strengthen trans-national
solidarity. The latter role implies economic objees that can be directly measured, e.g.
market share. The fair trade movement appears tbently quite divided as to which
path to follow. A first tendency is to sell as mwhpossible, if necessary through working
with the main economic players (as in France andz8vand, with a fast food chain) who
are examples of the globalisation that is despised section of fair consumers. The logic
of 'sales at any price' is justified by an incregsjap between the available food and craft
products that meet fair trade standards and thenabsof current openings on the North's
markets. For some supporters of this business teydéhe solidarity-based discourse also
generates a strong feeling of guilt , to such aerdgxthat one should sometimes consider
abandoning any reference to the principles of feade when commercialising these
products. The second tendency is inherited from'tthied-worldism' of the sixties and
seventies that was an essential driving force @ movement up until the eighties.
Guardians of the temple, the representatives eftédndency highlight the importance of a
solidarity network linking the marginalised produdeom the former 'third world' to the
consuming citizen in the North. In this scenarar trade becomes a movement that gets
its strength from the participation of thousandsvolunteers. The ethical principles that
were central to the movement probably led to fa@dé being initially shut in a ghetto of
those in the know, a ghetto which it is now leavirpwever, fair trade cannot operate
without balancing these two tendencies that maksesef its objectives, interests and
values.

The same methods cannot be used to evaluate thenmeow's success for its
solidarity (social in the broadest sense) and econooles. For example, recent research
works (Hopkins, 2000; OPM/IIED, 2000; Lake & How2)00) have suggested that the
most important effect of fair trade is not necebgaa fairer payment to the South's
producers but an improvement in their skills, thpmort of managing organisations (non-
governmental organisations) and associated deveogn{e.g. improving the quality of
life for the local community). In other words, thenefits of fair trade are perhaps more
easily evaluated by viewing it as a developmenjeato- which is what fair trade, as a
whole, claims to be — rather than simply by themremic benefits.

2. Fair trade from the point of view of third secto  r approaches

Before dealing with the theme of fair consumptibert later that of fair production
conditions in the South, lets look at fair tradeanmore theoretical way. Within the
following section we are going to use a social eooy perspective to try and provide a
conceptual basis for fair trade.

The organisations that are partners in fair tradgoart of what we call the third sector.
The third sector is different from the capitalist®r, because it is composed of non-profit
organisations, and from the public sector, bec#@usengs together organisations that have
escaped to some extent from public control. Thegedonditions are both necessary and
sufficient and define a third sector that is distifrom the private capitalist sector and the
state sector. This third sector is analysed usiv different concepts depending on the
environment in which it has developed. NPO (norfipavganisations) theories reflect the
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realities of the English-speaking world whilst teecial economy or solidarity-based
economy approaches represent the realities folchrepeakers.

2.1. The existence of fair trade organisations asxglained by non-profit
organisations (NPO) theories

This section tries to apply theories related to-poofit organisations (from Weisbrod,
Hansmann and Ben-Ner & van Hoomissen) and sociahauy and solidarity-based
economy’ to fair trade. According to Hansmann (1980), noofip organisations are
private organisations characterised by the nonmidigion constraint. A non-profit
organisation cannot distribute its profits to th@ge control it (members, directors, board
members...). If profits are made, they are completeigvested to finance the company
and help it achieve its objectives. Weisbrod (199149erved an increase in the number of
non-profit organisations when part of the populatere unsatisfied with the quality or
quantity of the supply of public goodsby public authorities. Government usually
provides enough public goods to satisfy the mediater”. They use majority voting to
decide on this quantity. This political processdiedao an unsatisfied demand from
individuals who have greater needs than the medider for a specific item. Non-profit
organisations are also better when a service ig oeduired by a small part of the
population. Public authority provision of thesedgmf goods/services is not very efficient.
It is what Weisbrod calls 'state failure'. Fairdggoroducts may currently be in a situation
that resembles this last example. The average owersis still little concerned by issues of
fairness and the environment, despite the movemgr#at growth and awareness-rising
policies.

One can question whether fair trade products carohsidered to be public goods.
It is obvious that they are not pure public goods Wwe have already indicated that the
concept of pure public goods has very limited aygtion in reality. Fair trade products can
be split into two distinct elements. Firstly, thphysical characteristics make them private
goods, characterised by exclusion and rivalry: taeyconsumption products for which a
price has to be paid (exclusion by price is pos$iblThey are also goods whose
consumption by an individual reduces the amountlabla for others (they are divisible
goods, subject to rival consumption). On the othand these goods have an ethical
component related to the respect of fair tradeegat This ethical component is neither
detectable nor controllable by the consumer. Faoté products can be considered public
goods in terms of this ethical added value. Inigalespect for the environment, increased
education levels or improved healthcare infrastmes are benefits for everyone and not
just those who consume the products (non-excluslbig) impossible to stop an individual
from benefiting from these advantages because ltheg not made an active contribution

12 For another approach to fair trade using NPO rieeoin relation to the new standard theory of

international trade, see the working paper by Mamel Delaval, Fair trade: a challenge launched
against economic theory, (2003).

Public goods are goods that are not divisiblthegoroduction cost cannot be charged to an indafid

It is impossible to prevent those who refuse to fmaythe goods from consuming them. This is the
'non-exclusion' criterion. When an individual com&s such goods it does not reduce the quantity
available for others. This is the 'non-rivalry'terion. This defines an extreme situation thatas n
often found in reality. There are many goods tlmhdt have all the criteria of pure public goods bu
which have some of them to varying degrees. Thighiat we call quasi-public goods or mixed goods.
Jurion,B. (2003)Cours de Finances Publiqugdniversité de Liege.

The median voter is in the middle of all the vete60% of voters want a greater quantity of public
good and 50% want less than the median voter waatmn,B. (2003)Cours de Finances Publiques
Université de Liege.
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to paying for them. Additionally, the fact that amdividual takes advantage of these
benefits does not in any way reduce the quantdy ighstill available for other individuals
(non-rivalry). Depending on which characteristice ased, a fair trade product can be
either a public or a private good.

The supply of public goods creates the problenredé-fiding. Individuals refuse to
reveal their preferences so as to avoid havingowtribute to the cost. They rely on
payments by others for the availability of the geodecause of the non-exclusion
characteristic of public goods, they can then tdeantage of it without having made any
contribution to its production costs. The minoridy consumers who purchase fair trade
products do not behave in such a way. They are dttetnpersons who want to do
something to help the movement. They have decidedemonstrate this desire and
contribute to fair trade by paying a surcharge carmag to the price for similar products
from the normal distribution chain.

According to Hansmann (1980), when a consumengagable of evaluating the
price or quality of products that they want to gwase, a profit making company is tempted
to apply a higher price for a lower quality. Congunwelfare is thereby affected. To
correct this problem of information asymmetry, ammers choose to address a non-profit
organisation, that is not allowed to distribute figgo The managers of these non-profit
organisations are less likely to take advantagehef consumer because they cannot
personally benefit from the organisation's profitie non-profit organisations are a
response to the contract failure produced by in&tiom asymmetries, in other words the
inability of consumers to monitor companies viamal contracts. In the framework of fair
trade, the consumer does not have the means t& iflibe fair trade organisation's criteria
are being respected in the South. The non-distabutonstraint guarantees to the
purchaser that the amount paid will not simply tsedifor the personal gain of the
organisation's senior staff. They are happy to pahigher price because the non-
distribution of profits provides assurances asaw kthe money is used.

When purchasing a fair trade product, the buyerthagerson who gets the benefit
of the ethical added value (the increased paynwettid producer) are separated. Because
of this geographic distance and the lack of contativeen the parties, consumers are not
able to verify if the ethical criteria are beingpected or not. Consumers therefore prefer
to rely on non-profit fair trade organisations hesmthey provide additional protection as
a result of the non-distribution constraint. Hanem#&1980) notes however that the non-
distribution constraint does not only have advaesagnd, importantly, it limits access to
capital. It has been observed that this limitaticem sometimes prevent fair trade
organisations from making the ideal choice. Forngxe, their use of loans is limited
because they do not meet the conditions requiretemging institutions. This can be a
major disadvantage compared to the multinatiorieds dre their competitors on the world
markets.

Non-profit organisations are limited not only by thon-distribution constraint but
also by the standards they set themselves. Withmapmofit organisations there is a respect
for social standards that reinforces the legalsralencerning their profits. These standards
determine their behaviour (disapproval of oppoudtiai behaviours by managers). Fair
trade has developed from the Christian movemerdsisabased on respect for each other
and justice in international trade. It is basedvatues such as honesty, solidarity and
sharing. Consumers often believe that people wlawesthese same convictions manage
the organisation in a decent and honest way. Aacgrth Hansmann (1980), there is a
staff selection process that strengthens the nstnialition limitation. People who work in
such organisations agree with their social objesti@nd are more interested by the quality
of service they can provide than by the level dirttsalary. They get satisfaction from
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their work because it has more sense and usefutoe®em than a higher salary in a
normal company. We have written an article thateairnto thwart detractors of fair trade.
This article considers these different factors simolws that they do not falsify competition.
We found this dynamic in the published data. Tieves the efficacy of the non-profit

organisations compared to profit-making organisegian this respect. If governments
introduced a legal minimum for quality (in the pres case, in matters of respect of
environmental and social standards), the for-profgganisations implied in 'corporate
social responsibility’ could also be effective air ftrade.

2.1. Fair trade as an experience within the socigiconomy sector

The social economy approach has its roots in theceetions that developed within
industrial companies in the 19ttentury. These historical roots give them a strong
dynamism. The movement was inspired by differenfiopbphers such as Charles Fourier
in France and Robert Owen in England. These Utspsaupported associations and the
socialisation of the economy through associativganisations. They believed it was
necessary to give social direction and objectivieshe economy. According to them,
associations of workers and peasants would pravedter control of the local economy.
They would be ‘'on-the-field' associations that wloddetter take into account the
considerable social and human problems of theie tina period when capitalism was at its
paroxysm.

At the heart of the fair trade movement, one casilyedind these dynamics and
desire to change the current rules of the capitaharkets. The movement's initial
objectives were to get the basic needs of the adipuk of the South taken into account.
The South's producers are isolated and have norpmwthe world market. The fair trade
movement encouraged small marginalised produceosganise themselves so as to have
greater strength in international trade. Unite@ytbould defend their basic freedoms and
rights when confronted by the multinationals thatteolled the markets for basic products.

The social economy is usually described as halnngetmain components: mutual
organisations, associations (NPOs) and cooperatiies latter two participate in fair
trade. NPOs are by definition subject to the natrdiution constraint and have been
discussed in the previous section; we will thus awell further on them. Cooperatives,
which are a required legal structure for producars,very interesting for our analysis of
fair trade. Many of their characteristics can hefpunderstand this movement. For the
producers, being part of a cooperative means tieat tan better negotiate their relations
with intermediaries and raw material supplierst{liser, seeds, feed...). Additionally, the
three inherent principles of cooperatiteg¢ead to greater democracy and fairness in
financial transactiort§ which explains why this type of partnership isferred by the fair
trade organisations, which view them as a form rgknisation that corresponds to their
required criteria. These criteria include the latiin of voting power (one person, one
voice) to ensure greater democracy, limitation aflases and profit redistribution to
producers, which provides more fairness by betynments to producers. Finally, it
should be emphasized that cooperatives also stienwdare-investment of profits in
development projects. This can be in improved pctdo methods in terms of yield or
quality or even local community projects (schoblsspitals...).

15 The cooperative movement was born in EnglandB#41 Its founders called themselves the 'Rochdale

Equitable Pioneers'. They gave birth to a socialentent seeking a more democratic and fairer
society.

16 See Section b. for a criticism of this movementaspect of the realities of the South.
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The concept of the social economy does not impiaretut boundaries with the
public and private sectors. There are interactlogtsveen the different sectors. Similarly,
we find charities and cooperatives, other compaeintthe social economy, in the fair
trade movement. These organisations can be sugpantedifferent ways by public
authorities and international bodies or work witivate companies. Obviously, whenever
possible they prefer to work (for subcontractingstribution or transport) with private
companies that agree to respect fair trade crjtatibeast for the transactions with them. In
the eighties, we saw the introduction of fair traggteducts into the main supermarket
chains, partly to improve the availability of farade products and partly to improve the
image of these chains. The same is seen at theigeodevel where they sell to the fair
trade organisation but always retain part of theaduction for the mainstream commercial
market so as to avoid being dependant on a singlert).

Based on an analysis that compared social econmiti@tives over the last two
centuries, J. Defourny (1999) deduced the esseotiatlitions for the emergence and
development of a social economy. The first is neitgand the second is a group identity.

a. An acute problem or the pressure resulting fromatisSed essential needs
incites people to create social economy organisetio

The problems currently seen in the South are sindlahose that we knew in the
19th century in the North (incomes fixed by stromigrmediaries that do not take account
of the producer's needs, the quality of productemyironmental protection...). In fact,
sometimes the price paid for some commodities éepftocoa....) does not even cover
their production costs. Producers are in situatibias are unsustainable in the long term
and are unable to satisfy the basic needs of theiilies (food, shelter, healthcare...).
Production or distribution cooperatives for agriawhl or craft products provide the
producers with a degree of control over their prabigun.

The economic crisis in the developing countriesglitened by the attitude of the
World Bank and the structural reform programmethefinternational Monetary Fund, has
caused governments to reduce expenditure. Someltiassdevelopment sectors are
threatened and poverty and exclusion are increagiadhe state is unable to perform its
role of redistribution, new forms of solidarity agenerging. This incertitude has led to a
recognition and re-emergence of the social econdstrong social movement supports
the desire for a democratic and fair society. Ha@vewe should remember that fair trade
began in the North under the influence of a colesind dynamic group, aware of the
acute problems experienced by people of the South.

b. Feelings of group identity and of a common destimgite people to create
social economy organisations

These feelings of group identity and of a commostidg led to the creation of the
fair trade movement. On one side there is thetfade movement that originated from a
Christianity-based movement (social group bondirgugh a group identity and common
spirit) in the North. There was a strong group ctersce amongst several religious leaders
and the non-governmental organisations. These gragye militants committed to the
South. The leaders made their communities awatbeosocial and financial difficulties
experienced in the Southern hemisphere which waeetd the behaviour of powerful
industries and the consumerism of the Northern seha@re. This led to the creation of a

1 It should be noted that many producers want ¢oemse their sales to fair trade organisationstharut

latter do not have sufficient demand in the Noatla¢cept such volumes.
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small but active movement, based on a civic initeacommitted to seeking fairness and
justice in global trade.

On the other side there are the peasant populadiotne South that is a dominated
but united social group and is suffering from angigant lack of recognition. These
producers are also linked by a common future. Tdielve under the same conditions of
risk and insecurity. This agricultural and ruralpptation is entirely dominated by
unscrupulous intermediaries. Cooperatives give ttemopportunity to control their
production and their economic development. It stididwever be noted that not all of the
cooperatives developed in the South correspond timighdescription. During and after the
colonial period, governments created large cooperairganisations. The capital came
from public funding and civil servants did the wotk the seventies, these organisations
started coming in for heavy criticism. The statentool severely reduced their
responsiveness and workers' initiatives. As a tethd new projects in the social economy
were developed on very different plans, createdgilpups of producers with no state
involvement. Their operation was decentralised ey were part of local developments.
It is belonging to the same village group or havihg same socio-economic conditions
that create these social economy dynamics.

2.2. Fair trade in the perspective of the solidarit-based economy

The concept of the 'solidarity-based economy' (i@nEh, économie solidaing®
was developed by J-L. Laville, a French sociolqgstd is based on the works of Karl
Polanyi. The latter studied primitive societies daddntified three economic principles
concerning the production and distribution of goadd services. We will return to this in
a moment. According to Laville, the solidarity-bdseconomy is found somewhere
between the public, private and domestic sectorsergas the social economy is
considered as a 'true’ third sector alongside thigpand private sectors. The solidarity-
based economy has two important features: jointeldgwment of the supply and the
demand, which makes it very dynamic, and resouybeidisation as its means of finance.
One speaks of the joint development of the supptl/tae demand because it is unsatisfied
demand that leads people to take this initiative.

As we have just stated, Laville's approach is basedhe works of Polanyi in
traditional societies. The latter considered tHyasic economic principles that are present
in traditional societies.

Firstly, themarket principle where supply and demand for goods or services meet
and this meeting determines the price. There angractual relations between players in
the market. However, there is no need to estabbsial relationships. Fair trade is part of
the international market where it competes withnmadrcompanies. Whilst the fair trade
organisations are in competition with normal comesn this does not stop them
collaborating or establishing partnerships withnthigom time to time. They require and
purchase products produced by the producers iBolh at a fair' price. They also satisfy
the demand for fair trade goods from consumergenNorth. They therefore have the role
of intermediary between these two groups.

Secondly, theedistribution principle,where a central authority is responsible for
managing goods and services. A procedure defireefutiding rules and the objectives to

18 Evers, A. & Laville, J.-L. (2004); Defourny, J.eReltere, P. & Fonteneau, B. (1999).

19 Also called the tripolar approach because itasedd on the stresses that exist between the three
economic axes (market, non-market and non-monetopomy). We will discuss this in more detail
later.
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be achieved. There are relations between playershenauthority with the latter imposing
the conditions.

Finally, thereciprocity principledefines the way in which goods and services are
voluntarily exchanged between individuals as pértheir social relationships. They are
non-contractual relationships where social linkendwte. Polanyi developed the principle
of giving and counter-giving. According to this meiple, the receiver is expected to give
back but is not obliged to do so. It is a choite teceiver's personal decision. In other
words, it is not an obligation imposed by a censnathority. The gift is neither altruistic
nor free and the desire for recognition and poweliraportant in this principle.

Based on the three principles above, a contempe@@ygomy can be broken down
into three parts (tri-polar approach). Firstly, rihnes themarket economyn which the
production of goods and services satisfies thoskiisg material returns. The market fixes
prices so as to balance supply and demand. Trazle@eges occur on a contractual basis.
Secondly, there is theon-market economyn which the distribution and production of
goods and services are the responsibility of taeedfusually). The redistribution allows
players to get social security allocations or aidhe event of extreme poverty. Finally,
there is thenon-monetary economyhat organises the distribution of goods andisesv
based on the reciprocity principle and domestic iathtnation. These contributions are
created by the civil society (households) and cdmm self-production. It is the market
economy that currently dominates whilst the nonkaareconomy has a major
complementing role and the non-monetary economy qthys a residual role. The
specific nature of the third sector lies in thetfdat it is a hybrid of these three economic
axes. It is created by the stresses between thiseedt axes. It is a component of the
economy that is based on solidarity and on a 'afitie different economic principles.

This approach highlights the mixed nature of a muoset such as the fair trade
movement. In reality, this movement does not hdearcfrontiers between the different
parts of the economy. This flexibility accounts fbe realities of fair trade organisations:
they sometimes cooperate with the private secfeciBcally for introducing fair trade
products into supermarkets, or they receive pubiit Fair trade organisations live on
financial resources provided by the sale of faadé& products, subsidies from public
organisations and also use of non-monetary resswsgeh the voluntary participation of
workers. It is this resource mix and interactioesaeen different sectors of the economy
that creates the unique nature of a movement hikefair trade movement and which
ensures its reactivity and economic efficacy.

In conclusion, fair trade is part of and is jugtifiby the different economic theories
relating to the third sector. In the following seat we will compare NPO theories with
the neo-liberal theories that are the current pgradThe aim is to reply to a widespread
critic addressed to fair trade, namely that thegece generates economic inefficiency.

2.3. Fair trade: a challenge to economic theory?

The existence of fair trade raises questions anept®ism among many
economists. Doesn't the standard theory of intemnal trade teach that any distortion of
prices on world markets will result in an irrevétsi inefficient allocation of resources?
This price distortion, by falsifying market signais supposed to prevent from obtaining
the maximum benefit from the exchanges providethtgrnational trade.

In our first article, 'Fair trade: a challenge tmeomic theory?®, we showed that far from
resulting in an inefficient allocation of resourcésir trade provides a response to the

20 Jean Michel Delaval (2003), 'Fair trade: a clmgketo economic theory', CES Working Paper.
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heterogeneity of the demand and in so doing inese#se satisfaction of consumers. We
have shown that the existence of fair trade ig/faimpatible with economic efficacy and
that it is not a contradiction to market conditioRgirthermore, we show that only fair
trade organisations are capable of overcomingrif@mation asymmetry resulting from
this type of trade.

In our second article, 'Applying Shapiro's modetetRiums for high quality products as
returns to reputations” to fair tratfe'we completed our analysis using an approach based
on a model conceived by Shapiro (1983). The maditiad, compared to the first article,
is based on the hypothesis that a minimal legahéwork can be established. We show
that private companies are quite capable of opeydsir trade provided there is a defined
legal framework that defines the production and mamtialisation practices that have to
be respected. Fair trade organisations would Istille a role to play since they increase
consumer welfare, by reducing the difference betwdlee price and the marginal
production costs, a difference due to the infororatiosts linked to the establishment of a
fair trade reputation. In this hypothesis, we coeljpect fair trade organisations to
concentrate their efforts on market segments coetpos$ the groups of consumers who
are the most sensitive to fairness in North-Soetationships. However, such a legal basis
does not currently exist very often and when itderist, it is very weak compared to the
moral expectations of western consumers. This esplhat only fair trade organisations
are able to produce fairness characteristics. Heweecent developments, such as the
social label in Belgium, show that things are skpwhproving. The approaches in the two
articles are therefore complementary: the firstigrallows us to understand the dynamics
of fair trade in the current environment whilst thecond is looking more towards the
future.

ll. Fair consumption, solidarity-based commitment a nd
public policies

In this chapter, we are now going to look at faingumption using two methods. The
first is marketing, which examines the demand far frade products amongst Belgian
consumers, fair consumer profiles and buying behasi We also consider potential
commercial strategies for fair trade products aixklling policies. In the second method,
we try to evaluate fair trade as a socio-politmainmitment to a cause, a trade that is more
ethical with greater solidarity. We will partiallyest the theory that responsible
consumption exists, which provides support for #nalysis.

1. Consumer behaviour and marketing with respect to fa ir trade

1.1. Objectives and methodology of the marketing sty

The key objectives of the consumer behaviour nierggoart of this project were (i)
to gather existing literature and previous empirioesearch with respect to ethical
consumer behaviour in general and fair trade coesupehaviour in particular, (ii) to

21 Jean Michel Delaval (2003), 'Applying Shapiro'edal "Premiums for high quality products as

returns to reputations" to fair trade', CES Workitaper.
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complement and to elaborate on this informatiomm@ans of focus group discussions, (iii)
to identify underlying dimensions as knowledgeitades, intentions and behaviour and
measure them in a representative sample of Belg@rsumers, (iv) to estimate an
integrated behaviour model of fair trade buying &sebur and (v) to gain insight in the
distribution and promotion aspects of fair tradeducts and the importance of ethical
product labels.

In 2002, diterature reviewwas completed with the focus on fair trade in gahand
the consumer behaviour and marketing aspects of particular (the ethical buying
decision-making process and consumer profiles).oAils 2002 four focus group
discussions(two in Antwerp and two in Liege) with eight persoeach were conducted
and reported (in total 33 respondents, since oogpgconsisted of nine persons). For the
composition (quota) of the groups demographic fac{cegion, gender, educational level
and stage in family life circle) as well as socgyphological factors (open mindedness and
knowledge/interest in fair trade) were taken intocunt. The moderators were briefed and
received a topic guide that they could use durirgdiscussions. The focus groups were
audio- and videotaped, and notes were taken. Tjeetole of the exploratory focus group
studies was to corroborate and complement therfgsdin earlier research and to collect
information on variables and factors to be inclutgethe conclusive quantitative studies.

In May-June of 2003, a conclusive and quantitatbegvey was carried out.
Questionnairesvere sent by postal mail to a representative sawipgie000 Belgians who
were responsible for the daily purchasing of corsugoods. In addition, 1,200 of the
same questionnaires were distributed among consuofed0 Oxfam world shops: 30
guestionnaires were sent to each of 20 Oxfam simoipee Dutch-speaking part of Belgian
and each of 20 Oxfam Shops in the French-spealang A total of 1,141 questionnaires
were received: 799 from the Belgian sample (respoase of 16%) and 339 from the
world shops sample (response rate of 28%). The aataction was subcontracted to a
marketing research agency (& Compagnie). After rileg the data file there were 615
respondents for the Belgian sample and 243 fomibidd shop sample. The study mainly
focused on the Belgian respondents (non Oxfam relpus). Where relevant, the results
for the Oxfam respondents were also analysed. Tingoge of this study was to measure
knowledge, attitudes and behaviour with respectfaio trade issues, products and
marketing practices.

The questionnaire contained five parts. In thst frart, the respondents’ knowledge
of the fair trade concept was measured. In therskpart of the survey the respondents'
attitude towards fair trade was tested. Four dfiérdimensions were measured, i.e.
‘perceived consumer effectiveness’, ‘attitude tdsvéair trade in general’, 'attitude towards
fair trade products' and 'attitude towards fairdéraspecialty shops'. Next, the study
examined which fair trade products the respondeete already buying or were planning
to buy in the future. In this part buying intentiand buying behaviour towards fair trade
products were measured. In a fourth part of theesurespondents were asked about the
qguality and quantity of fair trade information andmmunication. In the last part of the
survey, the respondents had to answer questiomsregfard to their personal values and
socio-demographic characteristics.

During the summer of 2004 axplanatory model ofair trade buying behaviour
was built, using the dimensions measured in theegutknowledge, attitudes, intentions
and behaviour, information, perceived consumercéffeness) as determining factors.
This model was applied to a representative Belgample and to a sample of Oxfam
World Shop customers. To design and test this m@i@mining which variables have an
effect on other variables and to what extent) acstral equation model (SEM) was
estimated, using AMOS (SPSS). Based upon the tliterastudy and previous findings a
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number of different models were designed and tesbee model was withheld and is
discussed in this report.

To gain insight into the aspects of fair tradetribsition and communication
(promotion) and the relative importance of diffdrgypes of labels, a conjoint analysis by
means of aweb-based surveyas organised in June 2004. The web survey was
constructed using the SKIM Software (SSI Web/ACABN& his web survey was sent to
a sample of 5,500 Belgians, including all employetshe University of Antwerp (N =
3,000), all employees of the Vlaamse Uitgevers Btawppij (VUM, N = 500) and all
employees of the University of Liege (N = 2000)to%al of 750 completed surveys were
received: 402 employees from the University of Aerwv (response rate of 13.4%), 34
employees of the VUM (response rate of 6.8%) antl &hployees of the University of
Liege (response rate of 15.7%). In the first pathe web-based survey respondents were
asked to rate the importance of each of a numbettabute levels (characteristics) of
coffee. Subsequently, they had to rate their pesie for one product description
compared to other product descriptions. The proddescriptions were based on
underlying levels of attributes such as labelsyass of labels, type of promotion and
distribution, etc. In the second part of the surtbg respondents were presented 25
different statements about 8 dimensions reflectthgir PCE (perceived consumer
effectiveness), their attitude towards fair tradegeéneral and towards fair trade products in
particular. Finally, the respondents also had tewam a number of socio-demographic
questions. Conjoint analysis was used to assessrefladive importance of product
characteristics. These different preferences tosvaréduct characteristics were related to
consumer attitudes and socio-demographic charsintsri

1.2. A literature review

In this preliminary research, literature on famade marketing and consumer
behaviour was studied. In the first section we difegvstructure of the market for fair trade
products in Belgium. In the second section modélshe ethical decision process of
consumers and the actual fair trade buying behawvi@ne discussed. In the third section,
the ethical consumer profile was explored. Finalhe impact of marketing
communication efforts on fair trade buying behaviomas discussed, with special
emphasis on ethical labels and communication sfies&

1.2.1. Fair trade in Belgium (sales figures)

To gain insight in the sales of fair trade produfas trade sales data were obtained
from ACNielsen. Analysis was only useful for thig@duct categories, namely coffee, tea
and wine (there is only a limited amount of faiade sugar and chocolate products in
Belgian supermarkets). Below we provide an analfmishe product category coffee
ACNielsen uses 2 kinds of differentiation of th@gé it monitors. On the one hand, there
is a division in four different shop types (F1 =gsdlistribution, F2 | = Integrated mid-
distribution, F2 NI = Non-integrated mid-distriboti, F3 = all self-service shops with a
surface of less than 400m?). On the other hande tisea division in districts (Nielsen | =
Oost-Vlaanderen and West-Vlaanderen, Nielsen Il rtwrpen, Limburg and Vlaams

22 A complete overview with more detailed informatican be found in 'Fair trade marketing and buying

behavior: a literature review', working paper foWDC-PODO Il-project, 22 p. (Mielants, C., P. De
Pelsmaker & W. Janssens, 2003).

The analyses of tea and wine can be found in Agipe2 - Sales figures of fair trade products in
Belgium.
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Brabant, Nielsen Ill = agglomeration Brussel, NeeldV = Henegouwen and the Nijvel
area, Nielsen V = Namen, Luik and Luxembdtg)

Figure 1: Average fair price in Euro (Belgium, Janwary), based on Nielsen data.
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According to Nielsen, total (roasted) coffee salésnainstream distribution channels
in Belgium (2001) amounted to 35,381,665kg. Thisansg at an average price of 6.62
(Figure 1), a turnover of 234.604.980EUR. Fair ¢raglccounts for 1,489,952EUR
(169,686kg.), which implies a market share of 0(8%% in terms of volume). A detailed
analysis of these Nielsen data can be found inetdbl Figures of Max Haveldar
(representing almost the total fair trade coffeek®ia including the Oxfam sales) show
higher and probably more accurate sales figurefaiptrade coffee, namely 582.203kg in
2001. Since Max Havelaar coffee sold through trawitl channels was already included in
the Nielsen data (169,686kg.), we first have toudethem from the total (roasted) coffee
sales figures. Adjusting the sales figures of Nielto those of Max Havelaar, results in a
total of (roasted) coffee sales of 35,794,182kgictviimplies a market share of fair trade
coffee of 1.6 % in terms of volume. However, tlisan overestimation since direct sales of
(roasted) coffee to companies and governmentatutishs are not included in the total
(roasted) coffee sales figures from Nielsen, wheidax Havelaar includes these kinds of
sales of fair trade coffee. Including direct saesompanies and governmental institutions
would add the total (roasted) coffee sales up t@AR000kg® in 2001, which implies a
market share of fair trade coffee ©f1% in terms of volume. In 2001 Oxfam shops
(Wereldwinkels and Magasins du Monde) sold 264,Bg7fair trade coffee, which is
45.4% of the fair trade coffee sales. Oxfam saheseased to 295,390kg in 2002 and
349,836kg in 2003. The sales of Max Havelaar also increased: to4B8kg in 2002 and
762,000kg in 2003. However, the overall coffee comgtion decreased to 50,751,000kg in
2002 and 51,005,000kg in 2003, resulting in andasing market share of fair trade coffee
of 1.26 %in 2002 and..49% in 2003 (in terms of volume).

Table 1: Average price and market share of fair trale coffee - total Belgium and
splitting up according to type of shops and sale aa

2 For more information on the Nielsen classificatisee Appendix 2 - Sales figures of fair trade

products in Belgium.

Max Havelaar sales figures are obtained from @¥sereldwinkels vzw, Gent.

2 Total sales figures are obtained from ‘'Koninklijkverbond van koffiebranders"
www.koffiebureaucafe.be

Oxfam sales figures are obtained from Oxfam Whveikels vzw, Gent.
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Non fair trade Fair trade
Price Price Market share (kg) Market share (EUR)

Total Belgium 6.62 8.78 0.5% 0.6%

F1 6.72 8.84 0.8% 1.0%
F2NI 7.23 8.51 0.4% 0.4%
F2I 5.49 8.77 <0.1% <0.1%
F3 8.24 8.64 <0.1% <0.1%
Areal 6.64 8.89 0.5% 0.6%
Area?2 6.80 8.76 0.5% 0.7%
Area3 6.75 8.72 0.9% 1.1%
Area4 6.32 8.81 0.3% 0.4%
Areab 6.57 8.66 0.4% 0.5%

Nielsen data shows that the price of fair traddesofs on average 32.6% higher than
non fair trade coffee. The same price difference a@éso be found when making
subdivisions in types of shop and sales area. Hexyéwoking at shop types, we can state
that there is not much price difference betweerpstypes for fair trade coffee (range:
8.84-8.51), but there is for non fair trade coff@gange: 8.24-5.49). Integrated mid-
distribution has the lowest prices whereas theHe@s use relative high prices with respect
to non fair trade coffee. It should also be notedt tmass distribution accounts for a
relatively large part in terms of turnover. Appnmtely 1.0% of total coffee turnover in
F1 shops is fair trade coffee, whereas the natiamalage is 0.6%. F2I and F3 shops'
turnover is marginal. With regard to the differemeas, inter-area price differences are

rather small. It is area 3 (Brussels agglomeratiba) has the highest turnover in fair trade
coffee.

Although fair trade sales are rather small, we migant to know the division in the
different shop types and investigate whether ther@ difference with the non fair trade
products. According to Figure 2, mass distributameounts by far for the largest part of
fair trade coffee turnover (84%). Not integratedd+distribution accounts for 15%,
whereas F2I and F3 are marginal. This is certamlgontrast with the situation of non fair
trade coffee. Here, mass distribution accountsofdy 50% of sales and F2I and F3 are
substantial distributors. In conclusion, mass dhstron is certainly important for fair
trade, but F2I and F3 relatively unimportant.

Figure 2: Coffee turnover (Belgium) in the four Nidsen shop types
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Figure 3 shows us that fair trade sales are rdiberogenous over the five Nielsen areas.

Figure 3: Coffee turnover (Belgium) in the five diferent Nielsen districts.
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1.3. Fair trade buying behaviour

Based on research of Vitell, Singhapakdi and Thoifz@91), Figure 4 gives an
overview of the determining factors of ethical camgtion. The ethical decision-making
process is influenced by thdebntological evaluation(= the consumer's attempts to
evaluate the inherent rightness/ wrongness of varaiternatives) as well as teleological
evaluation (= the consumer's assessment of how maect/bad will result from various
alternatives). Therefore, consumer norms or conswodes of ethic, as well dabels
may be established to help guide the behaviouoon$umers.

Figure 4: The ethical decision-making process, badeipon the theory of S.J. Vitell, A.
Singhapakdi and J. Thomas (2001)
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A more complex model is that of Shaw and Clafk@99) in which the influencing
factors surroundingpeliefs'play a significant role in actual behaviour (Figw). At the
core of the framework is the deterministic viewcohsumer decision-making adopted by
the multi-attribute models of consumer behaviourcikling these core elements is the
development of concerns over time, and the distinctbetween those concerns
‘established’ in decision-making, and the evolvarémore recent considerations. All of
the elements in decision-making also give risenmt@nal responses among consumers,
so these feelings can be seen as encompassinigdice process.
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Figure 5: Belief formation: a conceptual framework(Shaw and Clarke, 1999)
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Feeding into the first stage of consumer choieetlag various normative and broader
environmental factors which impact beliefs. Throughir influence on this initial stage,
these factors have a critical impact on the latages of decision-making. This indirect
effect occurs as broader ‘information’ sources ohpeliefs and perceived behavioural
control. Control factors have an important impatiparchasing intention. Often as a direct
result of control problems consumers may act irflmwith their beliefs in order to attain
a longer-term goal-change. This effect occurs tliyebrough purchasing strategies, which
stem from influences on ethical beliefs, and arées act on those formed belief. These
various relationships are complex, develop overetiamd invariably affect consumer
sensitivities (Shaw and Clarke, 1999). Ethical sieci-making in practice seems
somewhat different from the theoretical models.sThle mostly due to the attitude-
behaviour gap: consumers do not act accordingei #ttitudes. Roberts (1996) suggests
the following reasons for this gap between faidéraattitudes and fair trade buying
behaviour:

- products are too expensive;

- price, quality and convenience are still the mogiortant decision factors;
- low believability;

- confusion;

- lack of information.

These and other factors that may have an impatheattitude-behaviour gap are crucial

for a successful marketing of fair trade produats] will be focused upon in later stages of
this study.
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1.3.1. A profile of the ethical consumer

'‘Socially conscious/responsible consumer behavisutefined as consumer behaviour
that takes into account the impact of private comsion decisions on the environment
or/and current social concerns (Roberts, 1995). yMsurveys showed that especially
socio-psychological aspects can be seen as detegmiocharacteristics of ethical
consumers. The level of concern about the issuleaatl (+), status consciousness (-),
personal competence (-) and perceived consumectigfaess (+) seem to be very
important. Also, religiosity (+) and a state of apmindedness (cosmopolitanism (+),
dogmatism (-), conservatism (-), and alienatiopdrg significant important factors. Also a
limited number of demographic variables are impurtastage in the family life cycle,
occupation of the household head (+), total fanmbyome (+), education of the household
head (+) and the family socio-economic status @jehan impact on the level of ethical
consumption behaviour.

Perceived Consumer Effectiveness (PCE) has beenttifidd as the most promising
variable in explaining variation in socially resgdrle consumer behaviour. Therefore
Roberts (1995) suggests that future research sHoaolds on the possible antecedents of
PCE and on the development of the most effectirstegjies for combating negative PCE.
This variable will be incorporated in later stagéshis study.

1.3.2. Disseminating credible information: the impat of marketing communication
efforts (labelling)

Vitell, Singhapakdi and Thomas (2001) showed tliaical norms are a significant
factor for both ethical judgments and ethical itimms. Therefore, consumer norms or
consumer codes of ethic may be established todwetfe the behaviour of consumers, for
example by means ddébels Also, the CSR Europe and MORI (2000) study shotted
only a small number of people actively seek infaioraon ethical activities, but that most
people agree that social activities should be moremunicated and 'shared’, preferably by
means of 'information on products’' and ‘labels' lyr 'proactive and voluntary
communication by companies: league tables, postensl leaflets, compulsory
environmental, social and community reporting, etStandard commercial-style
advertisements are viewed with less enthusiasm.

The philosophy behind labels is that a product kegeral characteristics (price,
quality, brand, label, etc.) and that consumer® tdlese attributes into account when
making a purchase decision. To be effective thellsbould relate to a subject that is
relevant (important) for the consumers as wellaaghe intended beneficiagnd it should
have a clear impact (positive effect). Furthermateshould be very clear, accessible
(labelled products should be easy to find), andtivarthy (controllable). Research on the
effectiveness of labels and marketing communicasimategies is very scarce. However,
effective labelling and marketing (communicatio@nde the key to fair trade marketing
success. Therefore, the labelling issue will be ainne prime focus points further in this
study.
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1.3.3. Conclusions

After defining fair trade and presenting an ovewiof fair trade organisations and
networks, as well as the market structure for taade products in Belgium, some
important theoretical models were discussed. Rebdit995) definition of socially
responsible consumers was stressed: 'those corsuhartake into account both the
impact on the environment of private consumptiogigilens and the use of purchasing
power to express current social concerns'. Spattiahtion was given on the S.J. Vitell, A.
Singhapakdi and J. Thomas' (2001) model of thecatlhiecision-making process in which
various philosophical theories explain a decisicaker's ethical judgment. Next, the
model of Shaw and Clarke (1999) was discussed, fictwthe influencing factors
surrounding beliefs play a significant role in potithg actual behaviour. Understanding
these theoretical models, practice shows that tisesiegap between fair trade attitudes and
fair trade buying behaviour. Higher prices, unknayuality, convenience (shopping time),
low believability, confusion and lack of informati@bout fair trade are probably creating
this gap.

The only demographic variables that seem to hapesitive significant effect on
socially responsible behaviour are the family samonomic status and the occupation of
the household head and education. This apparektdhaiscriminating demographics
could suggest that the market for such productssandices is widening and that social
and environmental responsibility has expanded @ubeto expand to all segments of
society. With respect to the socio-psychologicalaldes, the following factors appear to
have some segmenting power: religiosity (+), irdergn third world problems (+),
engagement in associations (+), level of concewutathe issue at hand (+), dogmatism
(), conservatism (-), status consciousness (simopolitanism (+), personal competence (-
), alienation (-), perceived consumer effectivene@3CE, +), liberalism (+),
awareness/knowledge of the problem (informatiohge Rokeach Value System measuring
values (enduring belief that a specific mode of dtat or end-state of existence is
personally or socially preferable to an oppositearverse one) seems to be an interesting
scale.

Consumers' lack of information and inherent cymicieads to a search for solutions. The
impact of marketing communication efforts on fa@de buying behaviour with special
emphasis on ethical labels and communication sfiegeshould be stressed further.

Further in this study, important elements of famde consumer behaviour and
marketing will be focused upon: relevant factorsd amodels of fair trade buying
behaviour, variables explaining the attitude-bebavgap, personal values, and the impact
of fair trade labels and fair trade communicatiod distribution strategies. But first of all,
in the second stage of this study, a number ofdapoups are conducted to corroborate
and complement the issues found in the literatexgew, and to prepare a larger scale
quantitative study.
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2. Focus group discussions

First an overview is given of the kind of infornmtithat has to be gathered from the
focus group discussions. Secondly, the methodalegyscussed. In a third part the results
are given, and in a final part conclusions areudised’.

2.1. Objectives of the focus group discussions (FGD

Generally, the purpose of FGD is to generate médion about a subject by means of a
discussion with a limited number of relevant peopleis survey was intended to give us a
clearer view upon consumer's knowledge, belieffifudes, intention and behaviour
towards fair trade and to complement the findingghe literature review and to prepare a
more representative quantitative study. First, identification and exploration of the
concept 'fair trade' is explored: what do peopiekiffair trade is about? Do they know fair
trade products and suppliers/distributors? Whathscal consuming? Secondly, the focus
group discussions identified relevant ideas/opisfattitudes, motivations and behavioural
patterns towards fair trade: how do they feel abttutWhat affects their purchases? Do
they trust fair trade products?... The third goas lieery close to the second: do people
(consumers) have priorities within their ideas/ogms/attitudes, motivations and
behavioural patterns? How would they rank the diffié aspects of the problems
surrounding fair trade? Is, for example, environtn@ore important than social rights?
Finally, the respondents are asked for possibletisols for the problems concerning fair
trade. How do they think fair trade can be stimed& What about labelling? Which
existing labels do they know? Which communicatitvategies could be used?

2.2. Methodology

Taking into account the objectives of the focus ugrodiscussions and budget
restrictions, the decision was taken to organise focus groups, each of approximately
eight persons (two in Antwerp and two in Liege)isTbrought the total to 33 respondents
(one group consisting of nine persons).

For the composition of the groups (quota), demdgapactors as well as socio-
psychological factors were taken into account:

» Demographic factors:
- region: two provinces: Antwerp and Liege;
- gender: mixed groups: each group consisted of 5emand 3 men, all
responsible for purchase decisions at home;
- educational level: two groups were formed: one witih and one with low
educated people;
- respondents of each group were in different stag#eeir family life cycle.
» Socio-psychological factors:
Previous research shows that the state of openetiimess (cosmopolitanism +,
dogmatism -, conservatism - and alienation -) is iaportant variable.

28 Detailed information concerning the Focus GroupcDssions can be found in Mielants, C., P. De

Pelsmacker & W. Janssens (2003), Kennis, houdinggeairag van de Belgen t.a.v. fair trade
producten Conclusies uit vier focusgroepsgesprekken. [Kndgde attitude and behaviour of
Belgians w.r.t. fair trade products. Conclusionsfadr focus groups], working paper for DWTC-
PODO lI-project, 40 p.
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Therefore we created a scale based upon an exisgpg;n mindedness

guestionnaire (Rokeach) and selected respondettisdiffierent scores on that

open mindedness scale. While recruiting the respaisdwe also asked them
about their knowledge/interest in fair trade, teaabling us to get focus groups
with respondents of high and low 'level of concabout the issue at hand', also
an important variable.

The discussions (three hours) took place at evemings between 19 and 22 pm, thus
facilitating the recruitment of as many differenhds of respondents as possible. The
moderators were briefed and received a topic Guitkat they could use during the
discussions. The focus groups were audio- and taged, and notes were taken.

2.3. Results

First of all, in general there were no importantfestences between respondents of
Antwerp and Liege. Also, almost every respondertetiver high or low educated, was
capable of giving definitions and opinions concegiair trade. In general, lower educated
respondents were less conceptual in their thinkimdjtended to form ideas based upon one
singular experience or fact. Higher educated pegpiee profound ideas with a more
critical look, and were more complete and accuratermulating those ideas.

2.3.1. Identification and exploration of the concepof 'fair trade'

The topic of responsibilities of organisationsesulted in an amount of clichés
concerning ‘'doing business': organisations onlytwargain profit, they are not human,
etc. However, some nuance was made, as ethicaldassias considered to be a shared
responsibility of organisations AND citizens: 'zéns complain a lot but barely act, and
irresponsible organisations can only exist if theywe consumers among these citizens!
Furthermore, ‘companies act upon the economic tdimweéhich is very much influenced by
politics'. Some respondents stated that organisatoirrently tend to be more social and
environmentally responsible.

Fair trade was easily defined; only a couple of low educateddidates had problems
with it. Fair trade was directly and exclusiveharislated to 'eerlijke handel' (Dutch) or
‘commerce eéquitable/honnétérench). The respondents talked about local prextu
(‘'small farmers') getting a better, fairer pricartlthe world market price.

The respondents had a somewhat predictaBlgowledge of fair trade
producers/distributors world shops, Oxfam, Max Havelaar, Triodos banlelhaize,
second hand shops and regional suppliers at loagtets. They would like to find these
products at more places, especially (other) supdwetea Some participants stated that
there is little controlled and correct informatiawailable on that subject, while others said
that consumers have their own responsibility seagcfor such information.

Ethical consumersvere defined by the respondents as people wiighaihcome (they
don't have to compare prices), a good knowleddaiofrade and with a lot of time (to buy
their products at several locations). Some saw thasn conscious buyers or
idealists/dreamers, living with the idea that 'gvperson should do his best for a better
world'. Others saw them as trendsetters or — megatively — as fashion people.

2 The manual (topic guide) can be found in Appergix
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2.3.2. Identification of relevant ideas/opinions/ditudes (and priorities within them),
motivations and behavioural patterns

a) Identification and priorities of relevant ideaspinions/attitudes

Almost half of the respondents claimed that thare Belgian people living in
circumstances worse than those in for instancecAfTherefore they want to give priority
to Belgian people before helping people in othemtoes. Some other respondents did not
agree at all, reminding of the high living standamdBelgium and the exploitation of
natural resources and people in thualld countries. All respondents agreed tiaat trade
should be the normal way of doing business, not flas alternative way. Still, some
respondents have problems with how fair trade isedim some cases: to their opinion
working with voluntary employees is not very 'fao'similar companies like artisan shops,
health or organic shops (creating unfair competjtio

The respondents categorized sisbcategories of responsible/ethical entreprenaprsh
environment, wellbeing of animals, genetic techgglofair trade, organic production
methods, and being open into two subgroups:

i) Environment, (lis the base of all life"), includifggen technology’, ‘'wellbeing of
animals' and 'organic production methods'.

i) Environment is strongly associated with health amdre important to the
average consumer than 'fair trade'

iii) Fair trade (highest priority for higher educatesp@ndents), because of its
social dimension (especially with regard to 'chadour’). Inherent to fair trade
is openness: an open dialogue between governnoemtganies and citizens.

The believability of fair tradewas not very high: only Oxfam seemed to be
trustworthy. Recent scandals concerning food haa® & negative impact. Especially
higher educated people saw bad politics (untrughweess of governments, world powers,
corruption in organisations, etc.) as an excusedang nothing.

The respondents were not very enthusiastic abauptite, supply and attractiveness
of fair trade products Some said that these products did not taste damd.of criticism
was given towards the distribution of fair tradeducts because 'the products are so hard
to find'. Oxfam shopsvere often seen as 'alternative' shops. Theititmtaopening hours,
voluntary employees, etc. 'are not really from tinse'. Furthermore these shops 'are not
very accessible for new customers as they are samall may therefore frighten some
potential customers' and ‘have a too limited rasfgeroducts'. There also seemed to be an
association with Agalev/Ecolo which caused antipatvith some participants. Others
characteristics that were linked to Oxfam were exatatural, neutral, very personal and
direct, and employees with great knowledge of pot&lu

b) Identification of relevant motivations
Most respondents felt that they had no influencatadever on fair trade problems so

they saw no reason to buy fair trade products. Otbgpondents were keen on buying
those products and did not care having that fealfrigck of influence.
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c) ldentification of relevant behaviour patterns

It clearly appeared that a positive attitude towafair trade was no guarantee for
buying fair trade productsMost of the respondents admitted that they omyght fair
trade products accidentally, when buying bananes, sugar, honey or fruit juices. Only a
few people did not matter the extra efforts for ingyfair trade. Fair trade purchasers
mostly bought fruit juice, wine, rum and chocolate.

Almost all the respondents were agattstrity. They deeply believed that this only led
to a lowering of self-esteem, and did not deal witre poverty problem. Only
organisationsclearly showing their realisations could possiidf some chance of support.
Higher educated people preferred large, well-stimect organisations (Greenpeace, WWF,
AZG, etc), while lower educated people chose omgiins from their neighbourhood.
Some respondents never donated money, but workeelgdor a good cause. Fair trade
was seen as an acceptable charity because yoorgethsng in return, i.e. the product you
purchase. Most respondents did not have a starygardbudget for charity or fair trade.
They supported what they were interested in and Wiey thought was good. They did not
make choices among the organisations, so chargyanisations and fair trade were
perceived to be competitors.

2.4. Conclusions

The respondents stated that part of the respoitgilidr unethical production (and
consumption) lay with thegovernment organisations which are not socially or
environmentally friendly should be obliged to pagher taxes and not the other way
round. Being able to bufair trade products in supermarketgas seen as a positive first
step: consumers would not have to visit severapsifor their purchases anymore and
therefore more fair trade products would be bougheir own behaviour towards ethical
consumption could only be positively influenced ingreasing their knowledge through
information Even die-hard fair trade purchasers stated tiegt heeded regular reminders
of fair trade to keep their fair trade purchasedwebur on a higher level. Informing
potential fair trade purchasers seemed to be wvermyoitant. Besides word-of-mouth
communication, informative documentaries on televisseemed to be the best way to
achieve this. Commercial mass communication like-cBvhmercials would cause too
much resistance, because this is known to be wegrgrsive (= not very fair!) and may
remind consumers too much of multinationals.

The actual supply dabelsis cluttered. Therefore it was not surprising tifnet existing
labels were badly known. Half of the respondent®gaised the label of Oxfam, but that
of Max Havelaar and Maya were hardly known at ktits of people did not trust the
practice of giving labels: ‘who controls the ethieatrepreneurship and who controls the
controllers?' As a last comment the respondentmeththat they would like to receive a
handy brochure (for free, delivered at home) exytg all the labels and which
consequently could give more confidence in them.

In subsequent parts of this study the importartbfacthat emerged from the literature
review and the focus group discussions will be stigated in a more formal and
representative quantitative survey.
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3. Knowledge, attitude and behaviour with respectt o fair trade: A
survey

The objectives of the survey were (i) to gain ihsignto the knowledge, attitudes,
beliefs, intentions and behaviour of Belgian conststwith regard to different fair trade
issues (fair trade concept and practice, fair tradelucts and fair trade shops); (i) to
investigate the attitude of consumers towards tfaide information and communication;
(i) to search for significant differences in ledB, attitudes and behaviour between types
of consumers and (iv) to define and validate a rhtide describes the fair trade behaviour
proces?’.

These research questions were investigated inrasemative sample of the Belgian
population. Measurement instruments for the relecancepts were developed based on
the focus group discussions and the literatureevevi

3.1. Data collection

3.1.1. Sample

In May-June of 2003, questionnaires were sent by tma representative sample of
5,000 Belgians who are responsible for the dailyclpasing of consumer goods. In
addition, 1,200 of the same questionnaires wetellised among consumers of 40 Oxfam
world shops: 30 questionnaires were sent to 20 @xdaops in the Dutch-speaking part of
Belgian and to 20 Oxfam Shops in the French-spgakpart. A total of 1,141
guestionnaires were received: 799 of the Belgiampéa (response rate of 16%) and 339 of
the world shop sample (response rate of 28%). Hte cbllection was subcontracted to a
marketing research agency (& Compagnie). After rile@ the data file (e.g. deleting
respondents who were not responsible for the pseshin their household and deleting the
data of respondents who did not fill in 10% or moféhe scale-questions) there were 615
respondents for the Belgian sample and 243 fobdd shop sample. The study mainly
focused on the Belgian respondents (non Oxfam refgrds). In some analysis, also the
Oxfam sample was analysed.

3.1.2. Content of the survey

Based on the focus group discussions and thetliteraeview, eight relevant concepts
with regard to fair trade were identified: knowlegdgerceived consumer effectiveness,
attitude towards fair trade (general), attitude dode fair trade products, attitude towards
fair trade shops, purchase intention, purchasev@lvaand attitude towards fair trade
information. These concepts were measured by mefaegevant statements (items).

The questionnaires contained five parts. In thst part, the respondents' knowledge of
the fair trade concept was measured. This paruded, among others, the dimension
'knowledge of fair trade'. In the second part @ survey the respondents' attitude towards
fair trade was tested. Four different dimensionsewmeasured, namely ‘perceived
consumer effectiveness', 'attitude towards faiddrégeneral)’, 'attitude towards fair trade

30 Detailed descriptive analysis can be found inlié8® attitudes and buying behaviour of Belgian

consumers towards fair trade products’, workingepdm DWTC-PODO ll-project, 22 p. (Sterckx E.,
Janssens W., De Pelsmacker P. & Mielants C., 2004).
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products' and 'attitude towards fair trade specitibps’. Next, the survey examined which
fair trade products the respondents were alreagliingwor would plan to buy in the future.
In this part, the concepts 'buying behaviour' amdyihg intention' towards fair trade
products were measured. In a fourth part of theesuthe concept 'fair trade information’
was examined where respondents were asked aboqué#higy and quantity of fair trade
information and communication. In the last parttioé survey, the respondents had to
answer questions with regard to their personal esluand socio-demographic
characteristics.

3.2. Data reduction

3.2.1. Scale development

Knowledge, perceived consumer effectiveness, ddittowards fair trade (general),
attitude towards fair trade products, attitude talsafair trade shops, purchase intention,
purchase behaviour and fair trade information waeasured by means of multiple-item
scales. Subsequent analysis indicated (sub-)dimesisivhich were tested for their
reliability and validity>. The eight concepts with their underlying subdisiens could be
described as followeltt

(a) Knowledge of fair trade

The literature showed that authors and organizatise different definitions, and also
consumers have difficulties to exactly define feade®”. This is one of the main problems
in fair trade marketing, as was also reported irierastudies. In our research three
knowledge dimensions arise. First, the dimendidarrow' encompasses items that stress
the core aspects of fair trade. Respondents with itores on this dimension know how to
define fair trade very correctly. A second dimens®Environmentalwhich also measures
components of Corporate Social Responsibility (GC®R) has nothing to do with fair trade
as such. The last dimension3scialwhich deals with the socially oriented componaaits
Corporate Social Responsibility (CSR), althouglséh#gems are not the core business of
fair trade.

(b) Perceived Consumer Effectiveness (PCE)
Respondents can react negatively or positively Hairt belief of how effective

consumer actions can be. Two dimensions were fighti The first dimension is
Resignatiorwhere high scores indicate the belief that altr{peal) efforts are in vain. The

81 The complete French survey can be found in AppeRd- Questionnaire (a Dutch version can be

obtained from the researchers).

An overview of the methodology, statistics andrendetailed information about the formation of the
constructs/concepts can be found in Appendix 2 velpment, reliability and validity of the fair
trade constructs.

A list of the French statements per dimension amo be found in Appendix 2 - Development,
reliability and validity of the fair trade consttsc(Table 1). A Dutch version of this table can be
obtained from the researchers.

The definition of fair trade used for this sunagn be found in Appendix 2 - Development, reliapil
and validity of the fair trade constructs (Table 2)

32

33

34

35



other dimension ignclination to actionreflecting the belief that a person has the pawer
act with real results.

(c) Attitude towards fair trade in general

Two dimensions arise. The negative dimension isllat asScepticismreflecting the
disbelief of respondents in the concept of faidérdecause it leans too closely to charity
and colonialism, or because they just do not bédigftrade 'can work in this world'. The
positive dimension is defined &oncern indicating the concern about the fair trade issue
and the willingness to generalize this way of tngdi

(d) Attitude towards fair trade products

With respect to this concept, four dimensia@n be identified. Firstindifference
reflects the idea that respondents are not intlast fair trade products at all (e.g. they
can be too attached to more familiar bran@spduct likeabilitydeals with the belief that
fair trade products are healthier, tastier andeaifds quality than 'normal’ products. High
scores on théttitude towards pricelimension reflect the desire for fair trade praduo
become cheaper. High scores on Hitort dimensions express the belief of respondents
that they have to make too much effort to buy thesducts.

(e) Attitude towards fair trade specialty shops

The Staff professionalisdimension measures the liking of the personaliserand
knowledge of the employees of the fair trade sh&b®p sobernes®flects the belief of
respondents that fair trade shops are sober ane adimited assortment of products.
Finally, respondents scoring high &mop unfamiliarityindicate that fair trade shops are
not very accessible (too unfamiliar) and too 'alétive'.

() Fair trade buying intention

This dimension measures the intention of buying taade products if certain
conditions are fulfilled (more information, morevadtising, larger assortment).

(g) Fair trade buying behaviour

High scores on this dimension indicate that respatglbuy relatively more fair trade
products.

(h) Fair trade information

High scores on théack of information qualitydimension indicate that respondents
believe that fair trade information is bad or inqgete and should be improved. High
scores orLack of information quantityndicate that respondents think that there is not
enough information about fair trade and ‘fair' camps.

Table 2 gives an overview of the eight differemhdnsions, each with their underlying
subdimensions. The table also provides a way srpntt the score of the dimensions with
respect to fair trade (positive or negative). Thgnificant different scores on the
subdimensions for the Belgian as well as the Oxdample are given.
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Table 2: Dimensions and sub-dimensions (and directins) with respect to fair trade

5 5 Direction with Belgian Oxfam
Dimension i Sub-dimension: respect to fair
: : sample* | sample*
: : trade ,
' Narrow | + | 583 ! 6,31
Knowledge of fair trade Environment - 5,09 5,39
! Social | - ! 584 ! 6,18
. Resignation - 3,07 2,29
Perceived Consumer Effectlvenesmclmanon to N
' Action ! : 478 . 6,36
Attitude towards Fair trade in | Scepticism i - i 3,39 2,68
general : Concern ! + ! 5,38 5,81
i Indifference ; - ; 3,46 2,28
. Product N
Attitude towards fair trade | likeability ; 3,87 ¢ 4,15
products | Attitude towards ! ! 5
| price § ) . 527 | 4,33
. Effort i - . 433 3,61
St . a
Attitude towards fair trade grr:)fess%nallsm 4 85311 5’146 1
specialty shops 5 op SO ernessi ) 5 8
: Shop : : |
| unfamiliarity | i L 4,08 1 3.42
Buying intention . Buying intention + ! 453 3,83
. . ' Buying | | |
Buying behaviour . behaviour | i . 403 | 510
i Lack of | | |
i information ! - ! !
Fair trade information and | quality : . 4,38 353
communication ' Lack of | |
' information i - ! :
| quantity ! . 579 | 532

* Scores are on a 7 point Likert scale, wheres'the lowest score on the sub-dimension and '7' the
highest score

3.2.2. Definition of different types of consumersdsed on personal valué€s

The respondents’ personal value system was medsyméans of the Rokeach Value
System (RVS). The RVS consists of 18 terminal valeias (‘end states of existence’) and
18 instrumental value items (‘modes of conductctér analysis resulted in six basic
dimensions:competencdge.g. competence, independena®nse of public responsibility
(e.g. obedience)emotional tranquillity (e.g. inner peace, happinesgpmfort (e.g.
pleasure)peing sympatheti¢e.g. being helpful) anitlealism(e.g. a peaceful world). For
each of these variables, a summated scale (meanooés) was calculated and used to

% An overview of the methodology, statistics andrendetailed information about the formation of the

cluster-groups can be found in Appendix 2 - Deifimitof different types of consumers based on
personal values (Rokeach).
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carry out a cluster analysis that revealed foustelts or subgroups of respondents, based
on their personal value system: cluster one indymBople scoring high on each of the six
value dimensions and can be labelledvVasue conscious peoplén cluster two people
have a relatively average score on four dimensibosthey score high on idealism and
low on comfort, and can be labelled Ascetic idealiststhese average scores can also be
found for cluster three, but these people scord lwg comfort and low on idealism,
therefore cluster three can be labelled Hedonic self-seekerdfinally, cluster four
represents people scoring relatively low on allealimensions and hence can be labelled
asValue-sceptics

Within the groups of the value conscious people thedascetic idealists, significantly
more women than men are found. The hedonic sekesseand value-sceptics contain
significantly more French-speaking respondents. Jiloeip of the value conscious people
consists of significantly more people that havewdr income level than the other value
groups.

3.3. Results of the descriptive analysis

The dimensions identified made it possible to exanihe answers of the respondents
in a more structured and summarized way (not nacgs® look at each individual
statement). In what follows, the scores for theheidifferent dimensions and their
subdimensions will be examined. The remaining surgeestions will be discussed
together with the dimensions they are relatéfl to

Significant differences within each dimension bedwemultiple socio-demographic
groups and also between the different types ofevgloups will be explored. Table 3 gives
an overview of the independent variables that baélused to examine group differences.
The relationship of each concept with the indepandariables is studied.

Table 3: Independent variables

Independent variables
Oxfam sample Yes = 34 years
No Age 35-54 years
Male > 55 years
cender French Income level -2500€
LS + 2500 €
HS VC
Level of education* HE Type of value Al
HE(U) groups** HS
VS

* Level of education: LS = lower secondary schd$§ = higher secondary school, HE =
Higher education (non university), HE(U) = Highelueation (university).
** Types of value groups: VC=value conscious pepple= ascetic idealists, HS = hedonic
self-seekers, VS=value sceptics.

Before explaining the dimensions in detall, it hade stressed that a validity check
(face validity) of the dimensions is obtained bgking at the scores of the respondents of
the Oxfam sample. These scores differ significafithyn the scores of the respondents of

%6 More detailed results of the descriptive analysia be found in Appendix 2 - Detailed descriptive

results.
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the Belgian sampl®en every dimensiofffor an overview of the scores see Tablé 2)
Oxfam customers have a better knowledge of fattetréhey incline more to action (resign
less), they are less sceptical and are more coedeabout the fair trade issue.
Furthermore, they are less indifferent on fair ¢rgaoducts and they like them better. For
Oxfam customers, price and effort are less probliemahey like the personal service and
knowledge of the employees of the fair trade shaps$ do not think these shops are too
sober (limited assortment of products), too unfamilor too ‘'alternative’. Oxfam
customers' attitude towards the quality or quardftyair trade information is significantly
more positive than in the reference sample. Asccbel expected, purchase intention and
purchase behaviour is significantly better compai@dhe respondents of the Belgian
sample.

a) Knowledge of fair trad@’

The respondents seem to have a rather good knosvletighe fair trade concept.
However, most respondents have difficulties to @l&air trade against other (sometimes
social) components of CSR. Oxfam respondents grefisiantly better in defining the fair
trade issue than the non Oxfam respondents, bytals® add social and environmental
issues to the definition. Within the Belgian sam#enale respondents have a significantly
better knowledge of the fair trade concept than fenthey are also more tempted to
include other components, especially social comptsélhe same is true for the Dutch-
speaking respondents. Lower educated respondevisnimare problems with defining fair
trade. Furthermore, they also add other CSR compsr{environmental and non-genetic
manipulation) to the fair trade issue. Within th#edent age groups, mid-life respondents
(people between 35 and 54) have the best knowletigiee fair trade concept although
they also like to see environmental issues asqgdafte fair trade definition. Respondents
with a higher income level are less able to elingnsocial elements from the fair trade
concept than respondents with a lower income léeMaé most significant differences are
found between the four value groups. The ascegalists and value conscious people are
defining fair trade most correctly but they areoatsost inclined to add social components
to the fair trade issue.

Concerning this dimension, the respondents weresepted a list of fair trade
producers, suppliers and distributors on which thed to indicate the ones they
recognized. The most well known, across all groaps,the fair trade specialty stores like
the Oxfam world shops. Max Havelaar was recogniaed@4% of the Oxfam respondents
and by 56% of the Belgian sample. A very small petage of respondents of the Belgian
sample were familiar with Maya Fair Trading wherdlais supplier is known by almost
one third of the Oxfam respondents. Female respaad&e significantly more familiar
with organic and nature-shops whereas more men wuanen had heard about Triodos
Bank. Taking a closer look at the French-speakiegpondents, the only fair trade
contributor that they recognize more than their dbtgpeaking counterparts are the
specialty shops. Respondents with a higher levedoftation are more familiar with most
of the fair trade related organisations. The pedag of ascetic idealists who know Max
Havelaar, Triodos bank and Maya Fair Trading isidicantly higher than for the other
value groups. The most important introduction ftio fimde products for the respondents is
by means of a world shop visit or by seeing thalpobs in a regular supermarket.

87 The definition of fair trade used for this sunen be found in Appendix 2 (point 1.3).
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b) Perceived Consumer Effectiveness (PCE)

All respondents are leaning towards a more posiipproach than a negative one,
meaning that they believe that their consumer hienatowards fair trade products can be
effective and can make a difference instead of gloiothing. The group of people that is
most convinced of the positive effect of their aomgr behaviour on fair trade products
are the Oxfam respondents whereas the Belgian sas\p#ss convinced but still tending
to a positive approach. In the Belgian sample,iBggmt differences are found between the
two language groups. French-speaking respondeatsnare positive than their Dutch-
speaking counterparts. This means that the Frepeakeng respondents believe more than
the Dutch-speaking respondents that their buyingabeur can influence fair trade
business. Higher educated respondents seem tosbentgative than lower educated
respondents. People over 55 have a strong beligfein consumer effectiveness whereas
the younger respondents tend to agree least wihpdsitive dimension and also score
significantly higher on 'resignation' compared be tmid-life respondents. Respondents
with a higher income level are less negative than respondents with a lower income
level. Across the different value groups, the ascatealists have the most positive
attitude: their inclination to action is highestdatheir resignation is lowest. On the
contrary, the hedonic self-seekers score signifigdngher on the negative dimension and
lower on the positive dimension, meaning that thaye a more negative perception of
their consumption effectiveness.

c) Attitude towards fair trade in general

Oxfam respondents are less sceptical towards thdrdale concept compared to the
general Belgian population. Also, their willingnetss generalize this way of trading is
significantly higher. Within the Belgian sample eRch-speaking respondents as well as
older respondents (over 55) are more concernedt aheurair trade issue. Lower educated
respondents have a higher disbelief of the Fadetreoncept and their concern is lower
than that of the higher educated respondents. Adthdheir concern about the Fair trade
concept is almost equally strong, respondents avithwer level of income are much more
sceptical towards the Fair trade issue than theoregents with a higher income level. The
hedonic self-seekers are the most sceptical towtdreld-air trade concept whereas the
ascetic idealists are the most concerned and widingness to generalize this way of
trading is the strongest.

The respondents were also asked about how theyedidgte role of a company in
society. Almost every respondent of the Belgian@amnslaimed that companies have their
own responsibilities in society. They stated thatia responsibilities (i.e. respecting
human rights, protecting employees' health andysafg should be the top priority of any
company, more than environmental (i.e. not poltihe environment, using alternative
sources of energy,...) and economic responsibilifies making profit, striving for
economic growth...). According to the Belgian samglee most important task for a
company is to ensure its employees' health andysaféso important was the fact that
companies have to respect human rights. Surpnsingl strive for the company's
economic growth and to make profit was found o$temportance for a company to focus
on.
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d) Attitude towards fair trade products

The overall attitude of Oxfam respondents towasdistfade products is more positive
than the attitude of the Belgian respondents. Oxfaspondents are less indifferent
towards fair trade products and they like the potslumore. They also have fewer
problems with the effort they have to make to bugse products. The desire of the Oxfam
respondents to make fair trade products cheapeotisas outspoken as for the Belgian
respondents. Within the Belgian sample, women ayeermterested in fair trade products
than men and they are not so negative towardsftbe ehat has to be made to buy fair
trade products. The Dutch-speaking respondentsotidike the products as much as the
French-speaking respondents. The French-speakspgmdents experience the effort they
have to make to purchase these products as morandémg. Lower educated respondents
are more indifferent towards fair trade productd t#rey have a greater desire for fair trade
products to become cheaper. Comparing the diffeagatgroups, it is clear that the wish
for fair trade products to become cheaper is samtly higher for younger respondents
than for older ones. Respondents with a lower ire@re more indifferent towards fair
trade products although they like the products name their desire to make the fair trade
products less expensive is stronger than that efdtmer respondents. Looking at the
different value groups, the ascetic idealists heemost in favour of the fair trade products.
In comparison with the other clusters, their ingliince is lower, they like fair trade
products more, price is not so much of an issueth@ckffort to buy fair trade products is
not seen so much as a hurdle. The opposite caaithefsthe hedonic self-seekers.

The respondents were asked about their preferewards the shelf position and
presentation of fair trade products in the supeketarRespondents could choose out of
three options. The first option was that all faade products are concentrated within the
supermarket on one shelf or department, away frioen'iormal’ products. The second
option is that all fair trade products are put loa $ame shelf with other products belonging
to the same product category, e.g. fair trade esffere presented on the coffee shelf but
clearly distinct from the 'normal’ coffee. The thoption is that the fair trade products are
put together with products of the same brand, fig.trade coffee of Delhaize is put
together with the other types of Delhaize coffebe Tespondents had to rank the three
options from 1 to 3, where '1' means most preferi@dmeans second preferred and '3'
means least preferred. Both the Oxfam sample amd#igian sample gave the highest
preference to the second option, i.e. placing #ietFade products on the same shelf as the
other products of the same product category. Acalssubgroups, this same line of
thought was repeated.

e) Attitude towards fair trade specialty shops

The Oxfam respondents are significantly more pesitowards fair trade specialty
shops than the Belgian sample: they like the paisservice and knowledge of the
employees more than the Belgian respondents. Tlseyhave fewer problems with the
shop soberness and they do not think that faietsgecialty shops are too unfamiliar. The
professionalism of the shop employees is more apiesl by the female respondents. The
same goes for Dutch-speaking respondents whoHik@érsonal service and knowledge of
the shop employees more than their French-spealoogterparts. Also, Dutch-speaking
respondents are not so negative towards the limitesbrtment of products. Lower
educated respondents are experiencing specialpssass unfamiliar than higher educated
respondents. The limited product assortment andstier interior are perceived more
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negatively by older respondents than by younges.0A&so, people with a lower income

level are less negative towards the fact that tieeomly a limited assortment of products.
The value conscious people and the ascetic ideai® significantly more enthusiastic

about the staff professionalism than the hedonlieseekers and the value-sceptics. The
hedonic self-seekers, more than the ascetic idgakse experiencing the shop as too
unfamiliar and too alternative.

f) Fair trade buying intention

Oxfam respondents have lowaonditional buying intentions than the Belgian
respondents, which means that they are not thahrmfluenced by conditional factors
such as price changes. The buying intention of Ehe#ch-speaking respondents is
significantly lower than that of French-speakingpendents. No significant differences
are found between the other socio-demographic groughe value groups.

The respondents were asked about the reasons wiybtly or would buy fair trade
products. The respondents were given 20 possildsons for them to buy fair trade
products. They had to mark the most important neasmd no more than four marks were
allowed. According to the Belgian respondents,itiwst important reason to buy fair trade
products is because it gives a fair price to thedf'World manufacturers. Also important
is the fact that the fair trade products imply &sand honest production process for the
farmers and manufacturers (no child labour, e®©f).third importance is the fact that
buying fair trade products gives the Third Worldgucers the chance to retain their
dignity and autonomy. These three reasons areasisnitlassified by all the subgroups as
the most important ones to buy fair trade products.

The respondents were also presented 19 possildeng#hat could prevent them from
buying fair trade products. They had to mark thesitmmportant ones and no more than
three marks were possible. 49% of the Belgian sarnghot buying fair trade products
because there is not enough information availabdtether 45% of the respondents are
reluctant to buy fair trade products because tieemf the fair trade product is too high.
Across all the subgroups, these two reasons areated as most relevant. In comparing
genders, male respondents especially think ‘infaomas too scarce’, whereas for female
respondents 'the higher price level' is equallyartgnt. The Dutch-speaking respondents
view the high price level as most important reafwmot buying fair trade products. For
the French-speaking respondents it is the scavtittye information.

The respondents had to indicate which initiativesul stimulate them to buy more
Fair trade products. They had to score 13 diffepassibilities to stimulate fair trade on a
7-point Likert scale. Because of the high scoreseach of the statements, it can be
concluded that all possible actions could resultniore fair trade buying. Looking at the
Belgian sample, the respondents claim that theyldvioal stimulated to buy more fair trade
products if the products were more available inulag supermarkets, away from the
alternative scene. Offering the respondents a wadsortment of fair trade products would
be very stimulating too, as well as getting moremial guarantees that the Third World
farmers effectively get better from fair tradingowering the price of the fair trade
products would be significantly more stimulating fwsomen than for men. Stimulating
younger respondents (< 34) could be achieved bgriaff fair trade products in regular
supermarkets as well as lowering the price of thpeeducts. Older respondents (over 55)
would like to have more guarantees and more retaaéormation. This fair trade labelling
is also of importance to French-speaking resposdéit measures to stimulate fair trade
buying are significantly different across the diffiet value groups. The value conscious
people and ascetic idealists would be more stiradlab buy fair trade products if,

42



amongst others, a wider assortment was presertteds svere more accessible and more
formal guarantees stating that the Third World farsrand manufacturers are gaining from
fair trade were given.

g) Fair trade buying behaviour

The Oxfam respondents buy significantly more faadé products than the Belgian
respondents. Other significant differences are dobetween the different age groups:
younger people tend to buy less fair trade prodties older respondents. The buying
behaviour of the hedonic self-seekers is lower tfanthe other value groups. Ascetic
idealists are buying fair trade products more fesdly. No other significant differences
between the subgroups were found.

The respondents were asked where they already béaigitrade products in the past.
In general, Colruyt and Delhaize are getting thghbst scores. As expected, a high
number of Oxfam respondents already bought fagtetnaroducts in a specialty shop. On
the other hand, fair trade products sold in ColiyDelhaize were more actively bought
by the respondents of the Belgian sample. Compdhiedutch and the French-speaking
respondents, only 32% of the French-speaking resgua already bought fair trade
products in an organic/nature shop against 60%@fCiutch-speaking respondents. Only
48% of the French-speaking respondents did a fadet purchase in a specialty shop
against 59% of the Dutch-speaking respondents ifiiigntly more women already bought
fair trade products at an organic and nature si@po of the ascetic idealists already
purchased fair trade products in an Oxfam Worldsagainst only 42% of the hedonic
self-seekers.

Within the Oxfam sample 43% of the respondents baaght fair trade products 20
times or more during the last year. This figuresignificantly more than amongst the
Belgian respondents. Most of the younger resposdead bought a fair trade product no
more than 5 times during the last year. Also, thecgntage of young respondents that
purchased more than 20 times a fair trade proguslatively lower than the percentage of
older respondents in the same situation. This iBn@ with previous results on buying
behaviour where younger people tend to buy less ti@de products than older
respondents. The ascetic idealists have purchased frequently fair trade products
whereas the hedonic self-seekers score poorly gindgptbehaviour. Older respondents
spend relatively more money on fair trade prodtité® younger respondents. The same is
true for the Oxfam respondents. When looking atdlfferent value groups, the results
indicate that the ascetic idealists are those spgndost money on fair trade purchases.
The hedonic self-seekers have the highest percemtageople spending no money at all
on fair trade products. In the specialty shops, tmasoffee, wine and fruit juices are
bought, whereas in the mainstream supermarket esoffananas and chocolate are most
popular. When fair trade products are purchaseectlyr from the producer, it is mostly
wine, honey and fruit juices. Only two responddrisn the whole sample had ever bought
Fair trade products on the internet.

The most important reason to buy fair trade praglutta specialty shop is to support
the World shop organization. A second reason tooga specialty shop is because of the
proximity of the shop. Buying fair trade produatsthe supermarket is more popular than
buying them in a specialty shop because of thenesarof supermarkets and the better
accessibility (opening hours, parking facilities.The wide assortment that is offered by a
supermarket is the third most important reason techmse fair trade products at a
mainstream supermarket. A mainstream supermarke¢sdigh on nearness, accessibility
and assortment whereas the specialty shop scalesrion the quality of the service.
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h) Fair trade information

Examining the survey results, it is found that @dam respondents are more positive
towards fair trade information than the Belgianpmsdents. Lower educated respondents
perceive the quality of fair trade information momegatively than higher educated
respondents, meaning that they think that fairaradormation is bad and incomplete and
should thus be improved. This line of thought i same for the older respondents and the
respondents with a lower income. With regard to dbantity of fair trade information,
female respondents have more the impression thexe tis not enough information
available, compared to the male respondents. Thne sa true for the French-speaking
respondents. The value conscious people score gtigineboth dimensions meaning that
they are least satisfied with the quality and thergity of the fair trade information.
According to the ascetic idealists, the qualitytha information is rather good but they are
dissatisfied with the amount of fair trade inforioat available. It appears that a lot of
respondents are dissatisfied with the amount afrmmétion received. They claim they
would be stimulated to buy more fair trade produfcteore general information about the
fair trade concept or more package informatiore Bldabel, were available.

The respondents were asked how they would likee¢eive fair trade information. In
general, the Belgian sample is most enthusiastautab good indication of fair trade
information in the department store or the supeketalNext, the use of product labels is
highly liked. An informative brochure would also e option. Least appropriate would be
the use of posters but still the score is very hijlomen are significantly more in favour
of a brochure, a TV documentary, the use of prothbls or posters to receive fair trade
information. The Dutch-speaking respondents araifsgigntly more positive towards a
media campaign supported by the government, tébeviadvertising or worth-of-mouth
advertising whereas the French-speaking respondeatsore in favour of an informative
brochure. Lower educated respondents comparecetbitjfher educated ones think that a
brochure or a poster is more appropriate to spfaadrade information. In comparison
with the older respondents, the young ones wolie 10 have television ads to inform
them about the fair trade concept. A fair trade udeentary on TV, word-of-mouth
advertising, indications in the store or a mediajgaign supported by the government are
significantly more appreciated by the value conssipeople and the ascetic idealists than
by the hedonic self-seekers and the value-sceftiesuse of product labels and posters or
the attendance of the fair trade organization &nés; festivals or fairs is significantly less
liked by the hedonic self-seekers and value-scepinc comparison with the value
conscious people.

3.4. A model of fair trade buying behaviour: resuls

The dimensions knowledge, perceived consumer efegass, attitude towards fair
trade (general), attitude towards fair trade présiuattitude towards fair trade shops,
purchase intention, purchase behaviour and fadetraformation and their sub-dimensions
that were earlier developed, are now used as \lasia an explanatory model of fair trade
buying behaviour. To design and test this modedif@ring which variables have an effect
on other variables and to what extent) a structegalation model (SEM) was estimated
using AMOS (SPSS). Based upon the literature samy previous findings a number of
different models were established and tested. Eisernodel is discussed here. This model
has acceptable fit measures: discrepancy/df = 2.3&@ker-Lewis index = 0.921;
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Comparative fit index = 0.931 and RMSEA = 0.04. S&gpendix 2 for further
presentation.

3.4.1. Results of fair trade buying behaviour

The more people know about fair trade, the morg ttege about it. The more this
interest/concern about the fair trade issue inegathe less indifferent people become
about fair trade products, the more they like theselucts and the less they think they
cannot make a difference (PCE). The general a#titunderest / concern' also has a direct
impact on buying behaviour: a more positive attlehads to increasing buying behaviour.

Knowing more about fair trade results in a lesp8cattitude towards this issue. This
is very interesting since 'being less sceptic' aldau trade leads to lower degrees of
resignation (PCE), lower indifference towards famde products and a less negative
attitude towards higher prices. The only remarkatgsult is the positive loading of
'scepticism’ on 'product likeability', indicatinigat the more sceptic a person is, the higher
the product likeability. A possible explanation fthiis contra-intuitive result might be
‘patronizing’, i.e. one does not believe in the feade principle in its general form, but
think it is about nice, funny products for 'altetima’ people. Buying behaviour is only
indirectly affected by scepticism (via attitudesvéwds the product), not directly as is the
case with interest/concern.

The less indifferent people are towards fair trpdeducts, the more they tend to buy
them. But negative attitudes towards prices of ti@de products results in lower buying
behaviour.

PCE and the quantity and quality of informationrad have direct effects on buying
behaviour. But the information variables have argirindirect effect on buying behaviour
through general attitudes and product attitudes.

People with a good knowledge of the exact definitd fair trade have more problems
with the perceivedshortage of information on the issue. Less infaiomaleads to a more
concerned and less sceptic attitude towards tihdréamle concept. Low perceived quantity
of information also results in more indifferencegher likeability and more problems with
the high prices of fair trade products. People waithood knowledge of fair trade do not
think the information at hand is bad or unclearerEhis a significant relation between the
perceived quality and the perceived quantity obiinfation: it seems that the better the
quality of the information is, the more appreciatihere is of the amount of information.
If the perceived quality of information about farade is bad, people think there is not
enough information. Low perceived quality of infation results in higher degrees of
scepticism and lower levels of interest/concernualbair trade. So we may conclude that if
the quality of information is good, people thinketd is enough of it. This may be
explained by the subject of this study itself:sitniot very 'fair trade' to overwhelm people
with information. People prefer small amounts afyvgood information.

Directly or indirectly fair trade buying behaviois influenced by product knowledge,
the perception of the quality and quantity of faade information, general concern and
scepticism, the indifference towards fair tradedoicis and the attitude towards the price
level. General attitude, scepticism and the ind#ifiee towards fair trade products seem to
be the most important explanatory variables.
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3.4.2. Multiple group comparison between Belgian saple and world shops customers
sample

The general behavioural model obtained was devdl@rel tested for the Belgian
sample (615 subjects). In the study we also catbatformation in an extra sample of 243
world shop customers. A multiple group analysisdgtéor the two groups (Belgian and
world shop sample) was carried out. By means oésted model comparison, it appears
that structural weights across the models are qoale(chi-square difference = 106,449
with d.f. = 31, p <.001). This implies that the debfor the Oxfam sample is significantly
different from the Belgian sample. The results{dtadized loadings with respective p-
value) can be found in Table 3. In Figure 1 onlysth paths that are significant (at the 90
per cent cut-off value) for the Belgian or Oxfanmgde are shown.

Overall, a similar path pattern is found for bdtle Oxfam customers and the Belgian
sample, although some interesting differences eediigst, it appears that the knowledge
and information dimensions are of less prominergartance in the world shop customers
sample as compared to the Belgian sample. Fomiostan the world shop sample there is
no significant relation between 'Knowledge' ance[8icism' and there is no effect of 'Info
quantity’ on 'Interest and concern' and 'Prodketalbility’. Moreover, there appears to be
no significant effect of 'Info quality’ on 'Produadifference’ or on 'Product likeability'. A
possible explanation is that the knowledge andgreed information attitude of world
shop customers is so positive that a change irstbees will have no impact on other
model dimensions. This 'saturation' concept cao bésa reason for a second difference.
The dimension 'General fair trade interest and eoritas no significant effect on 'Product
likeability' or 'PCE'. As 'PCE' has no subsequarituences in the model, this non-
significant path is of no further interest, excémt the non-significance of the effect on
'Product likeability' means that in terms of geheatiitudes, only 'Scepticism' has a
significant influence on 'Product likeability'. He: the less sceptic world shop consumers
are, the higher the product likeability. Here, adidifference can be noted. In terms of
valence, a same relationship between 'Scepticisth"Rroduct likeability' was expected.
But a negative loading was found for the Oxfam damipdicating that the more sceptic a
person is, the lower the product likeability. Thesult is certainly more intuitively correct
than the result of the Belgian sample, but theedifice is remarkable. A possible
explanation might be that Oxfam customers do nateharoblems with 'patronizing’,
because they believe in the fair trade principlésrgeneral form, and they do not think it
Is about nice, funny products for 'alternative' ydeo A fourth difference is the significant
effect of 'Product likeability' on 'Behaviour'. Faorld shop customers, the likeability of
the product appears to play a substantial rolesterchining their behaviour. All in all, also
in the Oxfam model general attitude and sceptidiswards the fair trade issue and the
indifference towards fair trade products play anpireent role.

3.5. Conclusions

The results of the survey indicate that the respotedlseem to have a rather good
knowledge of the fair trade concept. However, nadsthe respondents are adding other
components (social and environmental) to the issuidair trade. When asking the
respondents about their knowledge of the diffefamttrade contributors, their recognition
was modest. The Oxfam world shops were best rezegniMost respondents are leaning
more towards a positive approach than to a negatieewith regard to their perception of
consumer effectiveness. The concern with Fair Tigad more present than is scepticism.
The overall likeability (taste, health, quality) dair trade products is moderate.
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Furthermore, most respondents find the fair traelycts too expensive. The respondents
of the survey agree on the fact that they have a&entoo much effort to buy fair trade
products. The distribution of the fair trade produdgs experienced as very poor.
Respondents are most in favour of putting the ti@de products on the same shelf as
products of the same product category. The spgaalbps are perceived to be too sober
and too unfamiliar. A positive point is the persoservice and the knowledge of the staff.
The most important reason for the respondents yddiutrade products is because it gives
a fair price to the farmers and manufacturers ef $outh. Also important is the safe and
honest production process (no child labour, et©f).third importance is the fact that
buying fair trade products gives the Third Worldgucers the chance to retain their
dignity and autonomy. An important reason to hdid survey respondents from buying
fair trade products is the lack of information: yh&ould be stimulated to buy fair trade
products if they were better informed (hence, ngeaeral information on the fair trade
concept or more package information) and if proslugere more available in regular
supermarkets. Another reason to hold the respoademi buying fair trade products is
because of the higher prices.

Exploring the differences between subgroups oblgian sample, it seems that there
are no significant differences betwemales and femalesvith respect to PCE, attitude to
fair trade in general, buying intention and buyb®haviour. Female respondents have a
better knowledge of the fair trade concept and treyless indifferent to it. They like the
fair trade specialty shops and buying fair tradesdoot seem to cost them as much effort
as it does for the male respondents. The only tmnghich females are more negative
than males is their perception of the amount oflabke fair trade information. Except for
buying behaviour,Dutch-speaking respondentanswer differently than thé&rench-
speaking respondent§ hey have a better knowledge of the fair tradecept, they do not
have an effort-problem, they like the specialtyhahey have fewer problems with the
soberness of the shops and with the small amouavaifable info. However, they incline
less to action (resign more), are less concernedtdhe fair trade issue, like the products
less, they have smaller buying intentions. Diffeesnineducational leveldo not seem to
cause differences in buying intention or behavihokver educated respondents have more
problems with defining fair trade: they add oth&RCcomponents (environment and non-
genetic manipulation) to fair trade business. Tapgear to be more sceptical towards the
fair trade concept and indifferent to the produ@isey tend to resign more and they have
more problems with the quality of available infotioa on Fair trade. Respondents with a
university degree are less sensitive to the pricdaw trade products than the other
respondents. There also appear to be some difesemmongage groups Respondents
over 54 think the shops are too sober and the tguali information is bad. Mid life
respondents (people between 35 and 54) have th&rmsledge of the fair trade concept.
Young respondents (under 35) are less concernaat #i® issue than older people. They
incline less to action and they tend to resign méhey also think fair trade products have
to be cheaper. Young respondents buy fewer failetfroductsHaving children or not
does not seem to be a differentiating variablegpkéor the fact that people with children
have more problems with the limited assortmentrofipcts. Differences imcome level
do not seem to cause differences in buying intantiobehaviour. Respondents with lower
income have more problems with defining fair traey are more sceptical towards the
fair trade concept, indifferent to the products #mely tend more to resign. They have more
problems with the price of fair trade products dhd quality of available information.
Respondents with higher income have lower prodkeability.

The behavioural model shows that knowledge is amomnant factor (+) for
determining the general attitudes towards thetfanle issue. The quality and quantity of
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information has a lot of influence on buying beloavi but only in an indirect way (via
product attitudes). People prefer small amounts (loantity) of very good (high quality)
information. The general attitude (interest/congetowards fair trade is significantly
influencing (+) buying behaviour directly, as welt indirectly (via product attitudes).
Scepticism has an indirect influence on buying beha via product attitudes. The
product attributes ‘indifference’ and 'price’ siigantly determine buying behaviour.
Conversely to what was expected from literature,ftus group discussions and even the
Belgian survey, the behaviour model shows thatgreed consumer effectiveness has no
significant positive effect on buying behaviour.

4. Labelling as an effective marketing tool — a web survey

With regard to fair trade, labelling can be usedaasarketing tool to inform and
encourage consumers to make more ethical choides.plrpose of this study was to
investigate consumers' attitude towards labels tanstudy the impact of different label
aspects. A web survey examining different aspettsaleels, deducted from previous
literature review and focus group discussions, easlucted in June 2004.

First, the conceptual framework is discussed, givaim overview of information on
labelling from literature and setting objectives this study. Second, the methodology
(sample and content) of the survey is describedtdThhe results of the survey are
examined. Finally, a discussion and conclusionpegsented.

4.1. Conceptual framework

Labels on packages and products are primarily aiatedforming final consumers.
They are more visible at the point of purchase ththier devices such as company reports,
campaigns or codes of conduct (Zadek, LingayahFamstater, 1998).

Focus group discussions in earlier research poimdetd three important issues
concerning labelling:
 most of the existing fair trade labels are misipteted or not recognized by the
respondents;
» fair trade/ethical labels are being mistrustedh®yrespondents;
» the respondents claim that the fair trade labekiogne is chaotic and confusing.

In general, only a few studies examine consumeition to labels (be it eco-labels,
social-labels, fair trade labels or other lab€el$)e following issues arise from literature:
a) Package information:
The amount of information on the package shouldideal (explanatory but
purchase-relevant), not interfering with the vikipiof the label and making it
easily understandable.
b) Credibility of label issuer:
In order for a label to be effective, the issuettd label should be trusted by the
public. The label should also be checked by a thady, a reputable certification
agent whom consumers can trust.
c) Marketing and media attention:
An overall marketing campaign can contribute ta@ase the effectiveness of fair
trade labelling.
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These aspects are used as attributes in our sagBther with other relevant attributes as
type of label (issue at hand), distribution of thkelled product and brand of the labelled
product.

4.2. Methodology

In the web-based survey respondents were askeditéo products, thus enabling
researchers to rate the inherent attributes (conhjanalysis). Respondents also had to
answer a number of socio-demographic questiong;hwdrie used in this research.

4. 2.1. Conjoint analysis

In this study descriptions of labelled coffee wshewn. The package was described by
means of several characteristics (attributes) aocth attribute had several levels. Different
packages of coffee, with different attribute levedsre presented to the respondents. The
respondents were then asked (on 7 and 9-point tLédaales) to indicate their preference
towards the different descriptions given the ddfer attribute levels. Table 4 gives an
overview of the different attributes and levels.

Table 4: Attributes and levels used in the conjoinainalysis

Attribute Level
Fair trade label
Social label
Type of label Organic label
Eco label

The label is issued and controlled by the Flemighlloon or
Belgian government

Issuer of the label The label is issued and controlled by the Euromgamernment
The label is issued and controlled by an indepenaem-
governmental organisation

The pack of coffee only has a label on the frorthefpackage
Package information | The pack of coffee has a label on the front aneregfce to a
website

The coffee can be bought in a separate departniéme o
supermarket together with other fair trade/socigiaic or eco
products, distinct from the 'normal’ coffees

The coffee is grouped with the other 'normal’ cedfe

The coffee can be bought in specialty stores (@x@am world
shop)

The label is advertised on radio/TV/papers and riaga

An informative folder is sent by mail

Manufacturer brand (e.g. Douwe Egberts, Rombouts,...)
Private label (e.g. coffee of the GB or Delhaizekna)

Distribution

Label campaign

Brand

4.2.2. Data collection
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In June 2004, a web survey was sent to a sampe580 Belgians, including all
employees of the University of Antwerp (N = 3,008l),employees of the VUM (N = 500)
and all employees of the University of Liege (N,80D). A total of 750 completed surveys
were received: 402 employees of the University atwerp (response rate of 13.4), 34
employees of the VUM (response rate of 6.8%) antl &hployees of the University of
Liege (response rate of 15.7%). The web survey comstructed with the use of SKIM
Software (SSI Web).

Respondents were told that average completion timg about 25 minutes. As an
incentive, it was mentioned that coupons of 25 déwm a well-known book and CD store
in Belgium would be offered to 20 respondents.

Table 5: Sample description

Whole sample (N = 750)
Gender Male 40.7%
Female 59.3%
Language Dutch 58.1%
French 41.9%
LS + HS 12.3%
Level of education* HE 17.6%
HE(V) 70.1%
< 34 years 53.6%
Age 35-54 years 37.9%
> 55 years 8.5%
Income level - 2500 € 58.4%
+ 2500 € 41.6%
< =5 cups/day 82.5%
Coffee > = 6 cupsiday 17.5%

* Level of education: LS + HS = lower and highecmadary school,
HE = Higher education (non university), HE(U) = Heay education
(university)

4.3. Results
(i) Conjoint analysis

Whole sample
As indicated in Figure 1, the 'Distribution' attrib generates the highest average

importance (24.54%), followed by 'Type of label9.82%), 'Issuer of label' (17.48%),
'Package information’ (15.00%), '‘Brand’ (11.79%) dabel information' (11.37%).
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Figure 6: Averaged importance of product attributes(in %)
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Paired sample t-tests indicate that all averageoitapce differences between the
attributes are strongly significant (all p < .06cept for the difference between 'Label
information' and 'Brand' which is not significapt= .448).

Table 6: Attribute level utilities and within-attri bute significant differences

Whole sample

Number of respondents 750
Type of label

Fair trade labél 23.39°*

Social labél 8.55"%*

Organic labéel -20.758%*

Eco label -11.19*3
Issuer of label

Belgian government -6.85"°

European government 3.63

Non-governmental organisatibn 3.22
Package information

Label only -41.9¢

Label + website 41.90
Distribution

Distinct department -1.47°

Same department 45.60°

Specialty store -44.137
Label information

Publicity on radio/TV/magazinés 12.45

Informative foldef -12.45
Brand

National brand 16.74

Domestic brant -16.74

" Significant difference are indicated per attribyier level by a superscript
number indicating with which level it significanttiiffers (p < .05)
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Within the 'Distribution’ attribute (Table 6), respmlents indicate that they prefer a
situation where the pack of coffee is grouped witd other 'normal’ coffees (utility =
45.60). This attribute level scores significantgtter (p < .001) than the situation where
the pack of coffee can be bought in a specialtfadte/social/organic/eco store department
(utility = -1.47) and much better (p < .001) congziato buying coffee in a specialty store
(utility = -44.13). Also, the specialty store scenacores significantly worse compared to
the special fair trade/social/organic/eco storeadipent situation (p < .001).

The second most important attribute is 'Type oélalWithin this attribute a fair trade
label is indicated to generate the highest uti{@®8.39). The second highest utility is
attributed to the social label, which in turn oufpans the eco label (utility = -11.19) and
the organic label (utility = -20.75). The reporigtility scores are all significantly different
from each other (all p <.001).

Of third importance is the 'Issuer of label' atitda When the issuer is the Belgian
government, a significantly (p < .001) lower uilits attributed as compared to the
European government (p < .001) as well as to agowernmental organisation (3.22, p =
.008). The latter does not differ from the Europganernment (p = .914; utilities: -6.85
versus 3.63 and 3.22 respectively). The 'Packaferniation’ attribute is of fourth
importance. Explanatory information on the backtld package besides a front label
generates a significantly higher utility (41.90nguared to the situation with only a front
package label (-41.90, p <.001). With regard ®'Brand’ attribute, a manufacturer brand
generates a significantly higher utility (16.74)atha private label (-16.74, p < .001).
Finally, for the 'Label information' attribute, @ppears that advertising the label on
radio/TV/newspaper and magazines generate a sgnify higher utility (12.45) than
sending a folder to customers (-12.45, p < .001ffef2nces between socio-demographic
groups are minor. Detailed results can be obtaired the authors.

4.4. Discussion and conclusions

Although literature and focus group discussions\fgal at the importance of package
(label) information, credibility of label issuer&marketing and media attention; it seems
that especially distribution of the labelled protdand type of label (issue at hand) are the
most important factors. The brand of the labellestpct and package (label) information
are of lesser importance.

Respondents indicate that they prefer a situatiberev the fair trade product (in this
study a pack of coffee) is grouped with the othmsrmal' coffees. A special fair
trade/social/organic/eco store department and edlyea speciality shop are welcomed
with much less enthusiasm. The second most impod#nbute is the type of label.
Within this attribute a fair trade label is indiedtto generate the highest utility, followed
by the social label, the eco label and the orgkatiel. Of third importance is the issuer of
label attribute. Respondents trust the Europeaemovent as well as a non-governmental
organisation the most for issuing and controllintalael. When the issuer is the Belgian
government, credibility of the label decreases wuttmlly. The package information
attribute is of fourth importance. Explanatory imf@tion on the back of the package
besides a front label generates a significantihéigutility compared to the situation with
only a front package label. With regard to the drattribute, a national brand generates a
significantly higher utility than a domestic bran#inally, conversely to what was
concluded earlier (in literature and focus grougpcdssions), results of this web survey
showed that advertising for the label on radio/TeWspaper and magazines generates a
significantly higher preference compared to annmfative folder that is sent to customer.
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5. Fair trade as a solidarity-based commitment

5.1. Method details

We would like to remind an essential element fodarstanding the data that will be
presented hereinafter. We approached the two piomutabeing investigated in two
different ways: one was a representative sampledoas quotas, while the other was more
random and involved respondents who had in comineect that they had visited one of
the selected Magasins du Monde or Wereldwinkelsfg@ during the study period.
Neither of these methods is without bias. The Oxfaample certainly has more
‘purchasers' that the 'Belgian Consumer' samplecansumers who were more motivated
to complete the questionnaire. Furthermore, the fatg of replies within the 'Belgian
Consumer' sample has without doubt created sigmifibias (read later). It should not be
forgotten either that amongst the sample of Belgiansumers, there can also be some
regular Oxfam clients. This significant factor lisithe comparison options.

5.2. Fair consumption and civic commitments

When reflecting in the North on the consumptionfaif trade products, one may be
surprised by the fact that, despite the efforts erlayl fair trade organisations, the share of
these products in world trade remains very smalwablays the sale of fair trade products
in no longer limited to specialized stores and fainsumption is no longer only act of
(gastronomic) courage or Christian charity. Howewdthough it is not a covert act, the
consumption of fair trade products is not alwayselopenly, as the main players in the
movement can confirm. In 2002, fair trade did negreaccount for 0.01% of world trade,
l.e. 350 million euro for fair trade compared t®@D billion euro for international trade
(Lecomte, 2003:21)

One notes that efforts have been made within tiretfade movement to get the
products out of their traditional distribution netks (causing questions of conscience for
some of the most committed members). Whilst few fi@de products are sold by mail
order or on the Internet in our country (our wogedifically highlights this), fair trade
products have a distribution network that is egleintto that of a multinational petroleum
company®. In Belgium, fair trade products are sold throug@7 Oxfam stores (160
Wereldwinkels in Flanders and 67 Magasins du Mondethe French-speaking
Community) and several hundreds of supermarketsigeig to the 8 largest chains.

Whilst sales and consumption of fair trade prodacésnot very significant, this is not
due to a lack of consumer interest. Surveys relyustiow that there is a significant
increase in awareness of the movement, its priesjpis participants and the products. In a
pan-European survey conducted by EFTA in 1998, ab2% of Belgians were aware of
the existence of fair trade products but only 1786 shere were ready to purchase fair
trade products. The telephone survey conductedBAIConsult in June 2002, involving
1,005 Belgian consumers, showed that 52% of thasstipned did not know the fair trade
principles whilst 15% were actively awatand 33% were passively aware.

38 According to figures from Laure de Cenival basmd an EFTA study, 'Fair trade products are

available in 70,000 sales points: 3,000 specialsps but also 33,000 normal shops and 50
supermarket chains. Nutritional products accounbfi®b of sales and coffee is responsible for half o
this.' (De Cenival, 1998: 21).

Active awareness: the respondent provides anemnithout the interviewer having to provide any
prompts or choices.

39
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Amongst our neighbours in France, surveys show samylar results but with a few
differences. Tristan Lecomte, when studying recgmion data (IPSOS October 2000 and
October 2002, IFOP July 2001 and January 2002,r A May 2002, cf. Lecomte,
2003), identified a significant tendency: a sigrafit rise in awareness of fair trade. The
first four surveys show that there is a large inseein fair trade's prompted recognifibn
In October 2000, 9% of respondents knew abouttfade. In May 2002, they were 24%.
Recognition of fair trade falls with age. For peofland 59, the rate is around 35% (over
36% amongst the 0 — 25 years old). For people 60geit drops to 25%. In the October
2002 IPSOS survey, the rate of recognition rosg2t. More importantly, the recognition
is improving. In October 2001, the largest groupespondents (41%) associated fair trade
with the campaign against child labour. Two yeatsr, a new consensus (39%) associated
fair trade with the issue of a new commercial be¢abetween North and South. 31% of
respondents thought that fair trade was a way alirtg with poverty in the South. These
opinion surveys also clearly demonstrate the diffee between the buying intentions for
fair trade products that are always very high —raticator of the social attractiveness of
the movement — and actual purchases, which, asawejbhst emphasised, are weak.

Multiple factors can be proposed as explanationsttie size of the fair trade
market share at the consumer level (and also aprthe@uction level). These factors can
include the identification of products, the consauees of purchasing fair trade products,
the price, the flavour, the packaging, the perceptr not of the labels, etc. These are the
questions usually investigated in fair trade marketearch. The overall sociological
hypothesis that we want to test involves presentaig consumption principally as an
action that demonstrates a commitment to a caussat@y justice and solidarity in
international trade). For fair consumption to begsidered as a commitment, there has to
be an assumption that the consumer has specificingss and competences that are not
equally shared amongst all the social players.

Sociological analysis of commitment shows that regeé and commitment for
'someone far away' requires that a person haveusmresources, with knowledge and
experience of the South being the most importawéver, few people have in-depth
knowledge and experience of living in a developaagintry, factors which could prove
fundamental to understanding fair trade productipages. How else can we explain that
more than 80% of employees and volunteers in Belgmperation and development non-
governmental organisations consume these proditaagherlin, 2004)?

This analysis might account for the small sharenafket held by fair trade in the
western world and the difference between awarenéshe movement and purchasing
behaviour.

Despite the current widespread availability of ta&rde products, it is possible that
the purchase of fair trade products remain a maigsttforward action because, in addition
to issues related to their characteristics (prigeality, packaging, distribution), fair
consumption is a way of showing a commitment tgpacsic cause. Fair consumption
could imply that one has first acquired specifisogrces that result in a tendency to act in
accordance with the movement's principles. This prayide an explanation for the fact
that greater fair trade product availability has resulted in an explosion in demand for
these products; it might be due to a specific $aeality in which purchasing fair trade
products would remain reserved to a special typdient. We need to define this clientele
in greater detail so as to understand their sp#Es and the potential obstacles and
facilitators for increasing their numbers. We wille three levels to study this clientele,
according to the plan below:

40 In a broad sense, i.e. referring to themes tle@re remote such as international solidarityicat

trade, global craftwork sales, etc.
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Level 1 Sociological profile
Level 2 Commitment to fair trade
Level 3 Tendency to commitment

Tableau 7: Summary table of the central hypothesis
(hypotheses 1, 2 and 3 and indicators)

Level of analysis Hypotheses Indicators

Sociological profile 1. Oxfam clients have Sex; Age; Education level;
sociological Socio-professional  status
characteristics  different Employment;

from those of Belgiar
consumers.

religious practices; Region
language; number of childre
and age of youngest; marital
status; income; political
position.

&
Education and
/
n

Commitment to Fair trade

2. Oxfam clients are nqQ
simply different in their

sociological profile but
also by a more committe
relationship  with  fair
trade.

Means of acced® fair trade;
Reasons for buyindair trade
products;

Frequency of purchasing
Budget usedfor buying fair
trade products.

Type of commitment

3. This profile difference als
commitments specifically
based on

perceptions of the caus
of under-development.

involves different types of

in favour of the South
different

11%

S

Involvement in the associative
network;

Types of 'committed' actions;
Perception of the problems |n
developing countries favouring
a commitment for the local
populations (causal
attribution).

5.3. Result§?

5.3.1. First level of analysis: the profiles

Whilst the preliminary surveys (EFTA 1998 in Beigi or IPSOS 2002 in France)
usually suggested that a fair consumer is geneadtigghly educated female, our work has
not shown significant correlation between sex ancation and being an Oxfam client.
Furthermore, there is no correlation between edutatnd religion and being an Oxfam

client, which could show — at the level of the i at least — the distance between the

movement and its initial religious starting poi@n the other hand, our survey showed a
number of factors of influence between being ana@x€lient and some of the variables:

41

For the full results, see the appendices tod¢lerdd intermediate report.
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- Age (Chf = 0.016): young people (between 18 and 24) aner@de groups46-
54; 55-64; 65-74; 75 and }? are over-represented amongst Oxfam clients;

- Socio-professional status: stude(@86% compared to 0.3%)and retired people
(16% compared to 9.9%Chi* = 0.000° are over-represented amongst Oxfam
clients;

- Marital status: (CKi = 0.000) divorced, widowed and single people
(particularly) are over-represented amongst Oxfaients. E.g. 17.2% of
respondents are single in the Oxfam sample comparetl72% of Belgian
consumers.

- Incomes: (CHi= 0.001) low incomes (< 1,000 euro) and high incsrfre 5,000
euro) are over-represented amongst Oxfam clients

These results lead to two profiles of people whongst often to Oxfam shops:

'Young' profile '‘Over 45' profile
Young (18-24 years) > 45 years
No children > 2 children (> 25 years)
Low income (< 1,000 euro) | High income (> 2,500 ¢urg
Single Widow/widower or divorced

This does not mean that the 25 — 44 age groupdarpart of the Oxfam clientele but,
compared to an average sample of Belgian consurtiexg,are seen less frequently in
Oxfam shops. This seems to be consistent with pafsesource commitments and uses,
especially time, knowledge and money. This miglalviite us with an explanation for the
under-representation of the group of people betwafeand 44: it is a time of their lives
when their active life is beginning, they are cregga home and a family and consolidating
their career choices. These are biographical eviras tend to limit the mobilisation
capacities of individuals.

We also observed that the Oxfam clientele is nkdeenish than French-speaking (€hi
= 0.021) and that they claim to be politically méoethe left (CHi = 0.000) than ordinary
Belgian consumers. 57.4% of the Oxfam clients clairbe to the left compared to 31.2%
of Belgian consumers.

5.3.2. Second level of analysis: different commitmeés to fair trade

In terms of purchases, Oxfam clients are more fatwsers of fair trade products.
42.9% of them have purchased fair trade product® riian 20 times during the previous
12 months compared to 9.8% of Belgian consumerseftlgeless, nearly 9% of Oxfam
clients had purchased no fair trade product withanlast year. Oxfam clients are not only

42 As regards the number of children, two groupsaer-represented amongst the Oxfam clientsChi

= 0.025):noneandmore than 2 children

In terms of profession (past or present), théedthce between the two samples (relatively sigaifi

in the Chf test with CHi = 0.035) are weakly significant with perhaps tikesption of salaried staff
(administrative or non-administrative roles) thae aver-represented and specialist or qualified
workers that are under-represented amongst Oxfeemts|
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more regular buyers of fair trade products but thksp spend more. More than half the
sample of Oxfam clients had spent more than 104 €01 — 250 euro and >250 euro) on
fair trade products during the previous year corpao 13.4% of Belgian consumers.

In terms of fair trade product availability, bothinsples gave Oxfam world shops as the
main access channel. 47.6% of Oxfam clients diseoV&ir trade through... Oxfam shops
compared to only 8.6% through supermarkets. Théepssare also the main access
channel to fair trade products for Belgian conswr(@d.6%) but only just ahead of the
supermarkets (21.9%). Mail order or Internet salesnot yet significant amongst Oxfam
clients. The press (8.14%) and media campaign8dbdd not get a much higher score.
Amongst Belgian consumers, new technologies andntiieenet have not had any greater
success (0.5%).

These statistics seem to confirm the idea thathasiag in an Oxfam shop is an action
that goes beyond a simple consumption action. #na when the number of outlets for
fair trade products is increasing, nearly one i t@xfam clients claims to have first
become aware of these products in these shopse Ther considerable difference within
this group between this means of access and othees.press (8.14%) and publicity
campaigns (5.6%) do not really score very well vehsramongst the Belgian consumer,
these channels are the third largest (12.4% ande®¥yectively) before friends (9%), the
family (8.5%) and schools (6.2%).

The questions about what motivates purchases htsgssthat Oxfam clients are more
acutely aware of the consequences of their purcliResgponses from Oxfam clients can be
divided into three main reasons: payment of a faice to the producer in the South
(75.8%), respect for working conditions (64.4%) &mel dignity and self-sufficiency of the
peasants in the South (62.5%). These three itemespmnd fully with the messages that
fair trade organisations (and especially Oxfam) tioyget across to consumers. This
confirms the results of the market survey that sftba high level of understanding of fair
trade by Oxfam clients. Conversely, replies fromgie consumers are spread across a
greater number of subjects even though the abovdioned categories also dominate
their responses (61.5%, 56.2% and 50.4% respegtivehe Belgian consumers are more
interested than the Oxfam clients in the produetratteristics without any specific link to
the fair trade movement. As a result, the more mgod reasons for purchasing for Belgian
consumers are the product's quality (19% compaoe®.8%), environmental respect
(24.7% compared to 17.4%) the product's flavour4%bcompared to 8.6%) and health
aspects of the product (15.1% compared to 5.8%g. dd9sociation of fair trade products
with a cause is not absent amongst Belgian consuribey give a higher result in terms
of purchasing fair trade products for a 'good ca(&24% compared to 14.8%). But they
are more likely than Oxfam clients to purchaseptoglucts due to simple curiosity (14.6%
compare to 5.6%).

One can however presume that Oxfam clients consieconsumption as a political
commitment. This is suggested by the over-reprasent of the ‘fair trade’, 'working
conditions' and 'producer's dignity' replies fastroup and also the over-representation of
'bring about political and social change' (38.7%l #he 'alternative consumption' aspect
(10.5%) that were less apparent amongst the Belg@msumers (15.7% and 5.6%
respectively). One should also highlight the impode of ‘world shops' for their role of
informing consumers and increasing their awarenBsis. can be seen through a question
where we asked Oxfam clients and Belgian consumeecomment on the advantages of
different distribution channels. The Oxfam cliestaphasised the quality of the welcome
in the shops (32.4% compared to 2.73% for superetsirkbut also mentioned the
information available in the shops (14.8% compdoetl. 95% in supermarkets).
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5.3.3. Third level of analysis: the types of commitent

We wanted to test the theory that Oxfam clients ramre committed citizens than
ordinary consumers. For this we wanted to evalulathey had a greater degree of
involvement in associations, were more active ihliguactions (petitions, demonstrations,
gifts, ethical investments...) and more oriented talsahe issues of the South. Finally, as
the IDEA Consult survey showed that people withuaprompted awareness of fair trade
were more attentive to the problems of the Southlimked this commitment to a different
way to perceive the problems in these countries.

First, we asked respondents if they were memben®of any association and, if yes,
which one(s}". There is greater non-involvement in associati@isi’ = 0.000) amongst
Belgian consumers (35.2%) than amongst Oxfam d&ié22.3%). This leads us to assume
that Oxfam clients are more involved in the associativeector than normal consumers.
The types of associations most often mentioned kfai® clients were cooperation and
development associations (24.2%, hi0.000), cultural and artistic associations (23.1%
Chi® = 0.000) and environmental associations (16.4%gr&lwas an over-representation
amongst Oxfam clients of environmental associatidis4% compared to 8.2%, Chi
0.000), pacifist movements (5.9% compared to 1.484) human rights associations (7.8%
compared to 3.8%, Chi 0.012).

As they seem to be more involved in associatioms, @xfam clients also more
involved in civic actions or, in other words, intiaies during which they publicly display
their commitment to any cause? One notes that tlkea@ over-representation of Oxfam
clients in the response 'product or service pusthéecause it is linked to a good cause' or
'support of an activity for a good cause' (very darcanswer). Some replies can be
considered as an extension to those given eadiera result, the ecologic element of
activism (buy organic products: 58.6%, support egist organisations: 36.9%) indicates a
greater level of participation by Oxfam clientseicologic organisations; the same applies
to cooperation and development activities (awareoéproblems of developing countries:
20.7%, voluntary work for a non-governmental orgation: 34%). We also observed that
the Oxfam client is also more 'restletisan the Belgian consumers: whits2.£%6 of
Belgian consumers have taken part in a proteshduhie previous 12 months, this figure
climbs t030.1% amongst Oxfam clients. Compared to civic actiohBelgian consumers,
Oxfam clients are more likely to give financial popt (financial donations, ethical
investments, purchase products, 'adopt’ childiesn) giving in kind (e.g. gifts of clothes).
It appears that Oxfam clients are more orientecdetations with others based on justice
(protests) and solidarity (financial support) tham aid (gifts of clothes), the traditional
form of relationship with the South.

The analysis may be fine-tuned by using a typolagythe types of solidarity
relationship with others at a distance which waisally described by W. Kersting (1998)
and tested empirically by G. Stangherlin (2004) past of a thesis on militants in
development NGOs in Belgium.

a4 These results should be used with caution. Thestipn was not precise (what is an 'active' mef)ber

and may have influenced the results (cf. low lefeio reply and no associative commitment).
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Table 8: Typology of the types of solidarity relatbnship

Solidarity-based

relationship Principles Empirical translations
Aid Universal standards. Context pCharity. Gift of clothes, food,
another's suffering. Unilateral medicine, 'adopting’ children.
No response from the person
helped.
Solidarity Specific standards. ExchangeBinancial support (loan, gift
between equals. Reciprocity. | distribution /counter-gift)
Development projects.
Justice Universal standards. Defence |d#anifestation. Petitions.

inalienable rights.

Lobbying. 'Political action'.

If we group some items (cf. the table below) usihig typology, we observe that
Oxfam clients and Belgian consumers patrticipategeims of frequency, most often in a
commitment that takes the form of charitable aide Wso observe that Oxfam clients
developed this type of activity less than Belgiasnsumers. However, they are —
sometimes — very greatly over-represented in thieerotforms of solidarity-based
commitments, preferring more political or more @gailan actions. One also observes that
for a given type of activity, Oxfam clients prefaections targeted at developing countries.
This is most evident in financial support (48.1% @leveloping countries and 29.7% for
the disadvantaged in Belgium) and to a lesser éxtetheir gifts of clothing, food and
medicines (57.8% for the South and 56.6% for Belgiu

Table 9: Types of commitment

| OXFAM Belgian
tems
customers Consumers
Aid - Give clothes, food, medicines for 57.8% 65.6%
developing countries
- Give clothes, food, medicines for 56.6% 71.8%
Belgium
Solidarity -Financial support for the developing 48.1% 24.7%
countries
- Financial support for the poor in 29.%%6 19.9%
Belgium 18.8% 3.4%
- Ethical investment
Justice -Take part in a demonstration 30.1% 5.4%
- Take part in  awareness-rising 20.7% 4.9%
campaigns T

To explain the commitment to fair trade, we belietveat we must analyse the
perceptions of the socio-economic and politicalitiea in the developing countries, since
the most disadvantaged fringes of their populatigespecially small producers) are
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usually the targets of fair trade actiohsVe looked at how the problems of developing
countries are perceived by the two consumer grofjesasked them if they agreed with a
number of statements about the causes of the wedelopment of these countries. We
identified two main families of explanations: thastated to internal factors from within
the societies of the South (including political aedonomic corruption in developing
countries, the mentality of the people, climatiaditions, demographic conditions) and
those related to under-development for externasaes (developing country debt and
dependence on the North; unequal economic exchatiggs are unfavourable to
developing countries; the consequences of col@nili It seems logical to consider that
giving greater importance to external factors wiltrease the commitment to the South
whilst considering internal factors more importanll tend to limit the commitment (on
the 'what good will it do?' mode). We also thoutifdt identification of the causes would
determine the types of commitments (aid, solidaity justice).

Compared to Belgian consumers, Oxfam clients aneriely to citecauses that are
external to the developing countries to explain why theg ander-developed. Oxfam
clients are more radical when considering the silgpé dependence — debt of Southern
countries, the colonial experience or North-Soeflatrons. 43.3% of Oxfam clients claim
to be in total agreement with the view accordingvtoch unequal North-South trade is a
cause of under-development of developing countfiegre are 35% (compared to 17.9%
of Belgian consumers) who completely agree that dethe cause of under-development
in the developing countries. Amongst internal caugbere is a general consensus that
corruption amongst the political and economic slité the countries of the South is a
cause of under-development. Apart from this itegtyween a quarter and a third of Oxfam
clients do not agree that internal causes are safsender-development. They seem to be
more likely to give internal causes a lower impoci& than external causes, as the table
below shows.

Table 10: Internal and external causes explainingnder-development

Do not agree (1+2+3) Agree (5+6+7)
Internal causes Oxfam Belgian Oxfam Belgian
consumers consumers
Climate 31.3 235 47.8 58.3
Demography 23.1 13.9 53.7 72.2
Corruption 4.8 2.3 87.2 92.6
Mentality 30.2 13.5 53.1 71.3
Do not agree (1+2+3) Agree (5+6+7)
External causes Oxfam Belgian Oxfam Belgian
consumers consumers
Colonialism 14.0 20.8 70 51.2
Debt 11.6 18.1 79.2 61.5
Dependence / Economic trade 5.0 10.4 84.9 72.2

5.3.4. Different commitment profiles amongst Oxfantlients?

Finally, we studied the type of commitment amortgst Oxfam clients so as to define
commitment profiles. To this end, we analysed espto questions that correspond to our

% These results should be looked at in conjunatiith the comments in the market analysis concerning
the probability of consumers changing.
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theoretical differentiation between the types af @olidarity, aid, justice) and compared
them with identification variables. We noted thédwing:

- Amongst the clients who favour an aid / charityatieinship, retired people and
households in the 34-44, 55-64 and 65—74 yeargrolgbs are over-represented as
are all the incomes over 1,000 euro.

- Amongst clients more inclined to solidarity, thésean over-representation of those
who give high importance to external causes of tdégelopment and who claim
to be to the left politically. More specificallylients who are involved in giving
financial aid to the developing countries are lye¢t#@ucated, more religious and
practicing whilst having incomes above the aver@y@00-5,000 euro and > 5,000
euro). They also give high importance to the extkecauses of under-development.

- For clients who favour justice, the profile is momasculine, better educated and
more to the left. They also give high importancehe external causes of under-
development.

5.4. Oxfam human resources

Following this study of Magasins du Monde-Oxfam &ddreldwinkels-Oxfam clients,
let's stay with this special organisation but mwimh the French speaking region of
Belgium and further explore the question of comreititnto a distant cause by looking at
the human resource management of these retailssforefair trade products. More
specifically, in this section we will look at Magas du Monde-Oxfam volunteers.

From the South to the North, fair trade remainstfof all a form of... trade. It is a
form of business activity based on a different tygfetrade that is presented as an
alternative to the mainstream economy. Howeverthim North, where the fair trade
products are mainly consumed, fair trade is reprteseby a number of different labelling
organisations (Max Havelaar, Transfair...) or impatgistributors (Magasins du Monde-
Oxfam...) which organisations belonging to a sociavement seeking, with the public
authorities, to get changes that favour fair tradé the political agenda and, with the
general public, to continue to increase marketestiar fair trade products. One of the
traditional characteristics of the movement is fhiatducts are mainly sold in shops that
are run by volunteers. In Europe there are more 8800 world shops grouped together
within NEWS! (Network of European World Shops) wiiare run by 100,000 volunteers.
In Flanders, Oxfam-Wereldwinkels has over 200 shtbps are supported by the action of
6,500 volunteers. In the French-speaking part dfjiBe, Oxfam-Magasins du Monde
have more than 90 shops and outlets and 65 Jeuagasiis du Monde (small shops in
schools run by pupils with supervision by teachets)the south of the country the
movement relies on more than 3,000 volunteers. pidpilarity and interest in favour of
fair trade is not measured simply by the consumptiblabelled products but also by the
commitment fair trade organisations, such as Oxfaam stimulate in the volunteers.
Without doubt, these volunteers are a significaivaatage in the commercialisation of fair
trade products (at a time when new sales routea@earing for fair trade products). But
this advantage may be fragile as it is based omatments of variable intensity both in
terms of nature and motivation but which are alsoyweal for thousands of individuals
who support distant peoples. We thus need to igagstthe sustainability of this atypical
model of voluntary commitment.

We organised two discussion groups so as to irgagstisome of the issues relating to
the human resources management within Oxfam. Wghsédo constitute a mixed group
(which had more women than men) of 8 — 10 people afde Oxfam managers (they call
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themselves 'coordinators'), split into three agrugs (<30 years; 30 — 50 years and >50
years old) and whose shops would be spread thratgifallonia and Brussels, in large,
average and small towns.

- Human resource managentént
o Attracting and raising awareness of volunteers, ivatbn for their
commitment to Oxfam, role played;
o Within Oxfam, task sharing, competences and trginimeeds,
professionalisation;
- The shop within the fair trade movement (principfeaction and principle of
participation):
0 Relationship between the shop and the movemenatips with the
Regional Office, relationship with the main wareteyu
o How is the shop positioned within the field of fairade product
distribution?

But firstly, who are these volunteers? To answer question we have used the results
of a survey by questionnaire conducted by Grégaan@terlin on volunteers in
development cooperation non-governmental organissitin Belgium. We extracted the
data that relates only to volunteers of Magasindvidunde-Oxfam (the French-speaking
counterpart of Wereldwinkef) from his total sample. These volunteers are gégera
quite old (65.7% of respondents are over 55 ye&ty and mainly female (84.5% of
respondents). 68.3% of them are married. Over tidf respondents have at least 2
children. Three-quarters (73.3%) are currently wotking. They are quite religious and
church-going: 91.2% have had a religious educasiod 42.3% regularly practice their
religion. In terms of education levels, the volwrtecan be divided into three almost equal
groups; 35% have a qualification that is below bighducation level, 32% have a non-
university higher education qualification and 30.18ave a higher university, post-
university or long non-university qualification.

Two types of volunteer commitments

An internal survey (De la Fuente & Bastin, 200D) wlunteer's training needs in
Oxfam identified the existence of two commitmenofpes: firstly, there are volunteers
who are active in the second hand shops (20% gqoneents) and sales staff within
Oxfam shops (52% of respondents). They are old®r(61 years old compared to 52 and
45 years old) and less militant than the managérhe shops or the coordinators and
trainers. They are much less active within the muat, except for their specific role in
the shop. Sales staff and volunteers in second slaoypls spend about 2 hours per month at
Oxfam meetings and 3 additional hours doing otheiviies within the movement.
Secondly, there are the managers and team leadeos spend 3.5 and 5.5 hours
respectively per month in meetings and give a @&mth.5 and 6 additional hours
respectively to actions supporting the movemene Ttlunteers in the second hand shops
spend most time in the shops (28 hours) comparetDte 12 hours for the others. In
summary, this survey seems to highlight the exggenf two commitment profiles with
volunteers who are very supportive of their shdye (irst categories) and other volunteers
who have a greater and broader involvement in theement.

46
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A copy of the interview guide is available in Apyix 4.
This net sample contains 100 respondents whickeparated out.
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We found this same division during the group discuss that we conducted. Most
participants presented the management of their akdgeing centred on a 'leading group'.
This small group is generally composed of two (oféecouple), three or four people who
ensure the daily activity in the shop. It is theading group who represents the shop to the
exterior and who positions it within the movemértie second type of volunteer is a 'relief
group' that is regularly mobilised but which does get involved in the movement outside
the shof®. A manager from a Brussels world shop emphastsied’At the end of the day,
the most important or urgent tasks are always doypehe same people. The others are
there and if they have a driving force, they getdh done... Or rather, they gebme
things done. A bit like kids, you have to tell thewerything: you do this, you do that...
They won't take the initiativel/hilst the reactivity of a small core group is ddebs quite
effective (providing they can motivate the volumgeén the relief group), it is no less
dang%ous in the long-term as it can rapidly usethg energy available in this little
group”.

To understand why volunteers act

There are three main reasons that explain why wedéus work for world shops.
Firstly, there aranoral reasonghat give priority to either the historic respdmkiy of
Belgium and the West for the misery in the worldaocertain moral duty to help the less
well off. Secondly, there angersonal reasonselated to the volunteer's life experiences:
the commitment provides an opportunity to creatatians or to become useful again.
Finally, there argolitical reasongelated to promoting a collective cause.

During our interviews, we discovered that a commitinto the South was not
initially a significant motivating factor but appea later as more time was spent in the
movement. It seems that the main reason for thenweér's initial involvement is more
related to a 'need' to be involved in a local pubpace than a desire to change the realities
of the South. The third world, the developing cowest the under-developed are the
linking thread running through a commitment thatmsre oriented by the need to be
involved personally and can later be added to @ialicommitment that is very pragmatic:
responsibility for running a shop, solidarity thghusolid commercial relationships rather
than traditional charitable acfsOne notes that prior to entering the movementinteer's
knowledge of developing countries is mainly gairfeain the press and most of the

48 Some participants identify a further group ofurdeers who are less involved and emphasise the

occasional intervention of sympathetic volunteer®ware mobilised very sporadically and who have
relatively weak links with the movement.

Periods of low motivation are frequent and reguiegular visits from the movement's direction to
prevent the business from declining. The problemseoruiting volunteers and their often sudden
departure give shop managers the most difficul@de manager observed: 'The problem that we have
is that we are always operating on a knife edgé wie volunteers; it becomes almost miraculous.’
Another commented: 'l went through a period whenas very de-motivated a few years ago. At the
time, the regional team was being renewed. | wasdavith a high staff turnover rate in the shop and
all the usual requirements of managing a shop dratlithe impression that | was not getting enough
support.’

This is what is illustrated by this comment franvolunteer manager of a Brussels shop: 'At the, sta
my own motivation was more to find something uséfutlo for the South but in the North. | never
thought of leaving. It's a movement with strongieahvalues and | simply had a shop near where |
live. The movement has a very pragmatic aspectalll it's perhaps just a drop in the ocean but one
feels that you can change things. The interestarth\/ South relations came later as | became more
involved. | have still not been to a Southern copaind don't think | will. What interested me a¢ th
start was the commercial support and to be ablgp&ak to people to rise their awareness of the
problem. Personally, | discovered fair trade here.'
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participants in the discussion groups can poirdricarticle or a report on the South that
struck them. Sometimes their knowledge of the Sdait also been gained through their
business or social relationships but travel (bussire tourism) features more rarely.

Volunteers suggest three important reasons to explay their commitment lasts.
Thevalue of the workor society is a first significant aspect for voteers in development
non-governmental organisatiohs Secondly, it is important to have thp®ssibility of
personal achievementithout any pressure. Thirdly, we must note the antgince to the
volunteer of developing relational network

It should also be noted that even though peopleréhe movement for pragmatic
reasons and its local issues (increase the consumept a certain type of product by
consumers in their district or borough), it seeh#,tfor the very committed volunteer, the
political aspects of the movement becomes a dormifaator over time. As a result, the
world shops' managers tend to view the new didiiisu of fair trade products
(supermarkets or local shdfsas a good thing. One of them illustrates thfswe stop
selling? It's very simple; we will become a pohtionovement. Personally, | do not
consider the shop to be very important

Stangherlin's work shows that the volunteer's degifecommitment varies manly
in relation to theisocio-economic statuand therole assumed in the organisatioRetired
people and those who have taken early retirementparticularly active. Some tasks
require greater responsibility from the volunteerd alead to them becoming more
intensively involved. A positive evaluation of theifficacy is another fundamental factor
in determining the degree of a volunteer's commmtni®tangherlin, 2005).

Recruiting new voluntary staff

It seems that recruiting new volunteers has beadiffieult for world shops for several
reasons. The volunteers that were questioned cmsidto be related to issues of
competence and ideology. When potential voluntegrsve at the shop, they are not
simply required to be able to manage a shop (ad¢tmynstock management, window
displays) but they also have to get involved inrti@/ement and understand the issues and
mechanisms of fair trade so as to be able to conuatenthem to the clients. Voluntary
work in the second hand shops is more concretdesmsddeological. As one manager said:
‘There is this aspect of second hand that attractssbwives more easily because it's
something that does not raise questions. Iron,, fed@ if the clothes are OK... It's all a bit
like the work one does at homearid another qualified this within'the second hand
business, It's very practical work. One does somgthOne receives clothes, they are
sorted, and they are classified. As a result, vidars for the second hand and the fair
trade sections have different profiles

Two concepts of volunteers have therefore appe&@edhe one side, there is the need
for competences so that the commercial activityagseffective as possiblérom the
moment that one commits to a task, that one hasop $ run, the people have to be
responsible, come, run the shopln' this environment, the volunteer must be able to
develop the necessary competences, which, as sensmauyested, could be ‘centrally
organised training’. On the other side, it is momportant to start with the existing
competences and learn on the job. "You have tcectsgach and every one' confirmed a

°1 Heard during a discussidRersonally, | think it is important for the padrs. | often wonder why | do

it and | say to myself that it's to allow the sn@aibducers to live with more dignity. It's just eod in
the ocean, everything that | can do, but | knowt thaill let a few people live with more dignity.
Mention should be made of Citizen Dream which fet trade labelled products in their shops that
are not in the 'Oxfam-Solidarité' movement.
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manager, 'we have all had two or three volunteérs worked very hard, then they started
complaining because they saw that no one else viag dnything but we hadn't ask them
to do anything. Therefore, my philosophy is thathegives what they can give and you
have to respect the different levels of commitmaithe volunteers'. This is doubtless a
sign of the well known dichotomy between voluntargrk experiences that are mutually
enriching and the commercial requirements of tlgawoisation which one represents and
which has to sell as much as possible.

The problem of recruiting volunteers is greatethe large towns, such as Brussels,
than in the smaller towns. The reason is mainlytduge greater opportunities available in
the employment market and for voluntary work. 'lulblike to say that in respect of staff
turnover in Brussels, we have lots of youth, stiislemd unemployed people. There are
many opportunities in Brussels. They are people at@looking around and finding out
about themselves. You have to let people try. Timativation is not always well defined.
It's a big problem." As for recruitment, it seenesngtimes that the shops are left to their
own devices too often. This is even more apparernhe event of a major staff shortage
when they can count on the help of the regionalaganwho calls upon the solidarity of
nearby shops. 'When we don't have enough volunteerask the regional or the national
centre who sometimes pass the word to anotherishibye same region so that a volunteer
comes and helps us for a bit. But it's true thateeld use a more external solution." This
‘external' solution could be best assumed by the@agement team through regular
campaigns to promote voluntary work in the shops.

The shops in world shops

Relations with Magasins du Monde-Oxfam (the natiocentre) are within a
framework of a well-organised decentralisation @gae@ almost call it a delegation). To be
precise, the national centre tends to delegateonsdulity and autonomy as much as
possible to the world shops and their managers.régenal managers give advice rather
than instructions and are not there to exercisa evemall amount of stewardsPipThis
giving of responsibility and significant autononmy the shops and their managers is seen
as a positive thing. For some, 'the teams of wehlaps, they are the last bastion of May 68
style of self-management. It's very important. Vdgena nucleus that takes the initiative to
open a shop, that takes charge of important dexssand tasks, that manages the political
project and, within this project, decides whethemot to work with some of the most
hopeless cas&8.But this taking of responsibility is not soughyt &l of the volunteers and
it rather seems to concern the team leaders arpirehoagers.

However, the managers that we met mentioned paonmumications at two levels:
between the shop and the national centre and art@nghops in the different regions.
Firstly, they complain that they do not get enotggdback on their results or recognition
of their volunteers' activity When we send in our sales figures, we get no feddivam

%3 A manager confirmed: 'The regional manager hasecto see us several times to see how we are

organised but it's really the local culture thatedines it, the shop team. There are things tiey t
suggest but we say 'No, we will not do that' anthatsame time we hear the regional manager who
says: 'If that works like that for you, it's finiés up to you to define your priorities'".'

This empowerment seems to go hand in hand watlinitial need to become personally involved. As a
result a Brussels's volunteer commenté&he' develops by becoming manager of a shop. | make
place in the world. One can open out

They observe: 'At our shop we have volunteers Waee nothing to do with any political project
because they have other worries in their livegh@ir social or economic lives, and who come to our
shop because they had to answer a call but whaickrtlo not want to take responsibilities and meve
will.'
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the national centre, for examplesuch as the results of campaign runs by Oxfdrmey('do
not tell us enough about the results of the campaipat we conduct. For example, with
the footballs. Now it's OK because we have madetbducers of balls who use child
labour think again. But they tell us nothing, wevédo find out for ourselvgs'Secondly,
they would like to have more exchanges of expedsmith volunteers from other shops,
especially shops in other regions.

Finally, through our questions on the relationshijggween the shops and the
movement, it seems that the tension between aiplenaf participation (the activities that
are needed to be successful must be done by imgolaluntary members) and a principle
of results (which is translated by a process ofgasionalism and new human resource
management techniques) that are inherent to larmgernational non-governmental
organisations (Péche et Padis, 2004) are also mire®m the one hand, there is the
possibility of 'helping differently without simplgiving charity', of 'playing the cashier’, of
finding a good atmosphere' then (often much lateere is an awareness of social
injustices and the need for North / South soligasthich makes them more involved in
solidarity actions despite being faced with thecheeproduce results. For example, when
confronted with the policy applied by some shops sotial re-integration through
voluntary work for some types of social problemesaghe volunteers fluctuate between
solidarity (‘We are trying to help the workers bétthird world but we also have to help
those who are next to us, of course!' said one gahand the need for results (‘Yes, but
not if it reduces productivity in the shops.' regliothers in the group). From producers to
consumers via the volunteers, the tensions betwasimess and solidarity are constantly
present and at every level of the fair trade movame

5.5. Public policies

We have studied various options for supporting fiide that are available to public
authorities. Firstly, as a large consumer, theeStan stimulate the market for fair trade
products. This is why we have looked at how measur¢his field have developed, both at
the European and Belgian levels. We also suppdinietbbby created by fair trade players
throughout the procedufe Secondly, we examined support opportunities witttie
frameworks of the Cotonou Agreement and the EU @dised System of Preferences.

5.5.1. Public procurement and ethics: evolution dEuropean directives and Belgian
law

Civic economic commitment can take various formse @f which is responsible
consumption. This commitment contributes to theadyits of sustainable development.
This means it is important to ask whether them@@n for a market ethic and whether the
standards regulating the market and public procargrallow such ethical characteristics
to be valued.

Given the significant share of public procurementrépresents 16 % of the GDP
within the EU), its impact on the viability of sonsectors is critical. Furthermore,
procurement could become one of the instrumenecohomic policy if public authorities
privileged consumption of fair trade products. Suesponsible consumption could also set
an example or have an educational role (e.g. sshioaying fair trade products whilst

% For a more thorough analysis of this crucial goessee Appendix 5.
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simultaneously conducting an awareness-rising cagnpabout them). A number of

decision-making authorities have already adventute@n this route because they are
sensitive to ethical aspects or even to environatearid social aspects. However, this is
still a dangerous approach despite the ethical vabin (in its broadest sense). The
argument usually used is that it does not complith ilhe market principle required by

national or EU legislation or the Agreement on Rublarkets.

Introducing an ethical requirement to public presuent is technically possible at
various levels: when defining the object of the kearand the technical specifications,
when selecting the enterprise (exclusion or sealactriterion), when choosing the best
offer (attribution criterion) or when executing thearket (execution condition). However,
these different elements are defined in law and ethical clause must respect the legal
constraints. It is not possible to evaluate the gatibility in abstractoof an ethical clause
in tender specifications because each situatispesific. Nevertheless, there is a common
issue involved in all these considerations: isdhemlace for ethical issues, in the broad
sens&’, in public procurement? In reality, depending dmether ethical aspects are taken
into account and subordinated or not to the pufeigncial aspects, there are many
effective ways of considering the ethical component

In this report, we present the concept of publiecprement and the applicable laws,
then analyse this question in relation to Belgiad &uropean laws. We will review the
options provided under Belgian law for introduciettpical clauses in public procurement
procedures. Finally, we make some recommendatiwaistake into account the changes
that should occur following the transposition ofan&uropean directives into national
laws.

Public procurement and applicable laws

Public procurement is a contract that is subjecpecial rules because the consumer
who wants to acquire a product, a service, a suppigterial is a public authority using
public funds and must act in the general inter®githin the European Union, it is
regulated by various sets of rules. For procuremaevitich do not exceed thresholds
(162,000 euro, 249,000 euro and 6,242,000 eure)atiplicable legislation are national
laws, which do not have to be exactly the sameuasfean directives but must respect the
general principles of the Treaties, such as thecppies of non-discrimination, of freedom
of movement, etc. Above these limits, Europeanctives must be applied for intra-EU
markets whilst the Agreement on Public Markets (ARMagreed as part of the World
Trade Organisation rules— must be applied for otharkets if the company is subject to
the jurisdiction of a signatory stafe Apart from some technical differences, all thegdes
have the same general objectives: making publicygement open to competition; equal
treatment and access to public procurement, sutheaprinciple of non-discrimination;
transparency, which includes advertising, decisiateria definedh priori...

57 The questions are the same for social, envirotahemd ethical aspects as far as the principle is

concerned; only the practical solutions vary acitmydo the exact contents of the ethical aspect
introduced.

This report does not analyse the Agreement ori®dbarkets. First of all, we have to take into
account current trends, such as the adoption ofdimetives in this field; secondly, the main lingfs
EU law are included in the Agreement on Public Maskconcluded within the WTO. Finally, the
field of application of the latter is little likel§o concern a European buyer. The Agreement onidPubl
Markets, which includes the EU, the USA, CanadaadaNorway, Switzerland, Korea, Singapore,
Aruba and Hong Kong applies exclusively to thetiefes between the EU and third countries that are
signatories of the Agreement on Public Markets, e the directives apply to intra-EU relations.
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In terms of company selection criteria (selectiand tenders (attributio?) they must
allow the 'best economic choice' to be made.

The definition of 'best economic choice' dependstloa objectives of the public
authorities. The answer to this question is thessfmlitical, in the noble sense of the term,
and not 'scientific’', as suggested by some supaieach as the European Commission) of
an ultra-liberal position, who refer to the 'lawlsnoarket'. National governments refer to
the guidelines of the European Commission or t@jisions for an interpretation of this
concept and, in Belgium, they are usually appfieen if the tender value is below the
thresholds that require that the European diresthe applied. In principle, the European
Commission only is responsible for supervisingithplementation of directives. If it finds
that a member state is not applying a directivesaih refer the matter to the European
Court of Justice; the Court of Justice gives tHeial interpretation of directives. It should
also be pointed out that the law is subject tordguirements of the Treaty and that the
Council and the Parliament can modify directffewithin the joint decision-making
process.

The European position

As far as the Commission is concerned, public atttbs have to make the best choice
taking into account the costs and specific shartitbenefits. Apart from the intention of
reducing public expenditur®s this process is based on the theory that maxigisi
individual profit leads to the maximisation of tgeneral interest. But this theory fails to
take into account the possibility of market failuhe fact, even economic science is much
less dogmatic on this point than some of the peapie use it to justify their ultra-liberal
position. Nevertheless, the Commission does neat out ethical, social or environmental
considerations, but the prominence of short-ternarfcial aspects strongly limits the
options for taking them into account, particulaethical criteria.

This position is outdated. Since the Treaty of Aerdam (1999) came into effect, the
European Union has had sustainable developmenhesfits fundamental goals. This
concept means that economic aspects, in the stitde of the term, and environmental
and social aspects (including ethical considera)ianust be given equal consideration.
Consequently, this requires a new approach to dmstomic choice' which should include
factors that were previously ignored. This woultbwl these aspects to be evaluated at
different levels in the process of public procuremébject of the market, company
selection, attribution and execution of market)petaling on the objectives and the
clause's contents. This approach was confirmechéyEuropean Court of Justice in two
recent ruling®’ that questioned the Commission's position, whicinconsistent with the

%9 The market is divided into two important stagesntract award and execution. Contract award is

divided into two sub-stages: selection and attidvutThis moment is crucial, since it is at thiagst

that the contractor and the tender are chosen.

Excepted — and this exception is important —hia &amendments made to the Belgian law in 2003,

which are based on the progressive left-wing oaiterat position of the Court of Justice (see below).

Which was the case in March 2004. For public prement in standard sectors: directive 2004/18/CE

of March 31st 2004; and for public procurement preal sectors, directive 2004/17/CE of March

31st 2004.

2 Which constituted the objective of the first diiees in this field.

63 European Court of Justice, ruling French RepulSeptember 26th 2000, C-225/98 qualifying social
criteria as attribution criteria; European Courtlastice, ruling Concordia Bus, September 27th 2002
C-513/99 qualifying environmental criteria as &ition criteria 'in so far as these criteria andéid
to the object of market, do not confer on the salfidicative authority an unconditioned freedom of
choice, are expressly mentioned in the specifioatiof the call for tender or in the advertisement o
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Treaties and different commitments of the Europgaion. The Court of Justice admits
that social and environmental criteria can be usatbtermine the best economic offer.

This questioning of the Commission's position fdrteem to admit that these criteria
can be considered at different levels of the pracedut they impose limits that make
their approach, at best, rather vague and the iadhoontent of the condition of execution
remains the criteria that they advise should uguadl used. It should be pointed out that
basing decisions on the condition of execution tyelamits the options for including
effective ethical claus&s

The opinions expressed by the Commission, whersirgyidirectives, in response to
liberal amendments proposed by the Parliament itakack to its earlier position. The
Council followed the Commission's thinking and lied ethical attribution criteria to
environmental criteria that had to be linked to digect of the procurement (interpreted as
having to be an intrinsic characteristic of thedarct/service). The Council also rejected
the text that introduced failure to respect the Itr€atie§® as a reason for excluding a
company during selection. The adoption of the neectives has confirmed this position.
However, it has to be underlined that they considehe possibility of taking into account
social criteria (understood in the broad senseneftérm) as attribution criteria but in an
extremely convoluted way, which leaves the doornope interpretations. They also
propose to introduce references to ILO rules atcthralition of execution stage but this is
not very appropriate. Finally, they refer to thencept of sustainable development but
appear to have limited it to environmental aspects.

To summarise this review of the evolution of Ewap rules, the debate took a
direction proposed by supporters of an ultra-lib@asition even though some progress
was made on issues relating to the environmenthamdicapped persons. In reality, no
real progress was made in respect of social andaétspects and what little was decided
is ambiguou®.

The Belgian position

Belgium is favourable to an approach that allowsatgr consideration of
environmental, social and ethical aspects. Varioitigtives demonstrate this including the
ruling adopted by the Chamber of Representatives Detember 5th 2062 the
amendments proposed to the European Council ardrRant as part of the process of
revising the European directives and changes intred to national laws which anticipated

procurement needs and respect all the fundamemtaigles of EU law, among others the principle of
non-discrimination'.

This concept must be linked to the executiorhefrarket and so it must be possible for any compan
to implement it. Consequently, the conditions canmpose pre-requisites on the company because it
might be considered as disguised selection critbripractice, it is difficult to suppose that angmany
would be able to provide ethical goods only for@ieng of a procurement contract. The company
must in principle already be engaged in this typproduction before the execution of the contract i
order to be able to carry it out.

This requirement did not seem to us to be thé teebnique to promote. We think it is more usédul

be able to favour the companies committed to resiptenproduction processes.

The radical nature of this position may includbaklash, which can partly be accounted for by the
relative efficiency of using a legal approach teblic procurement' as a way of achieving the 'doals
pursued by public consumers when purchasing. Ireroterms, pursuing ethical goals in public
procurement when there is no legislation that imgoshese considerations on the 'up-stream’
production conditions for a product or on the bébans of economic operators is a way of avoiding
having to do what was promised. In reality, puldisthorities have more means than the public
consumer.

" Cf.Doc. Parl Chamber, DOC 50 1798/006.
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this process in terms of including considerationtltoé European goal of sustainable
development. Chapter Xl of the Law-programme ofiA®f 2003® amended the law of
December 21 1993 and introduced a requirement for sustainaéelopment to be taken
into account in public procurement. In respect thical criteria, we must not forget that
the attribution must be based on an appreciatioine@fbest economic choice'. The Law-
programme adds, in article 16 of the law of Decent® 1993 that attribution criteria
can include considerations of a social or ethieaiire. We should not forget that this issue
was the subject of heated debate during the revisicEuropean directives but the final
version of the European text does not mentionabisort®. However the text does allow
the possibility of including execution conditionsat consider social integration or of
ethical issues.

Belgium showed political courage in the field ofopa markets and made a big step
forward in favour of sustainable development inaggahand of fair trade in particular. This
evolution anticipated the results of the debatethendirectives in order to highlight the
Belgian position. These rules are now being revisathuse the law must be adapted to the
new European requirements. One must hope that \Wwhat been achieved will be
maintained.

Existing possibilities

Current rules on the subject are either very ned amclear (EU law) or under
revision (Belgian law). This makes it difficult ttecide what techniques to use today that
could still be used in a near future. We undertieee the techniques that should subsist.

Under current Belgian law, there are various oitimat encourage responsible
consumption. First of all, simplified procedureg qrovided for below some thresholds.
They allow positive discrimination for products@mpanies that respect the principles of
fair trade. In fact for procurements under a valtié,957.87 euro, the public consumer can
conclude a market simply by placing an order. Fbrrepetitive needs or perishable
purchases, this procedure is clearly more pracfarapublic authorities. If the estimated
value of the market is below 61,973.38 euro (exdgd/AT), public authorities can use a
negotiation procedure that does not require addegl In this case, there is no
requirement to determine the qualitative criterfaselection or attribution. Conversely,
above this threshold, it is compulsory to use alipwjudication procedure with call for
tenders or a negotiated procedure with advertisifige awarding authority must then
formalise the qualitative criteria of selection attribution for the market. Belgian law
currently allows ethical considerations to be takdn account as attribution criteria. This
makes it possible to privilege an ethical product fiot an ethical company. However, a
technique that is often used involves preferringkeelled product, e.g. Max Havelaar, by
specifying it in the object of the market and ichmical specificatio. We should not
forget this freedom of choice regarding the obg#dhe market, which is entirely up to the
adjudicative authority. In all these situations triterion of fair trade has to be part of the
object of the market. Conversely, the European Cmsion's recommended method,

% M.B. of April 17th 2003.

69 It does not say anything on this subject, exaefite 'evaluation' 33, where it proposes that Hui{@s
should be respected by the applying enterprisecasdition of execution.

70  Many public authorities have engaged in thieaion. Cf. for example the tender specifications
issued by the city of Brussels: 'Market of provisiin two distinct lots, for the delivery, durind 6
months, of coffee with the MAX HAVELAAR label'.
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which will be included in Belgian law, requires thhe ethical clause is a condition of
execution of the market, which we think will be iogsible to implemeft

Each adjudicative authority can decide how theythsse options and they should
be supported by the creation of a publicly fundedpert body and the development of
awareness actions such as the memorandum of Nove®i8e2002 on sustainable
purchase$. Additionally, we must keep a watchful eye on dheanges that will be made
to Belgian law. It is important that what has besbtained is preserved as much as
possiblé® at least for purchases that do not exceed theshbids that require the
application of European law. Informing the respblesipublic authorities and monitoring
the evolution of legislation are thus crucial iss@nd should unite all the supporters of
sustainable development.

5.5.2. Fair trade and international law*

1. The potential of public policies supporting faiatle within the framework of the
Cotonou Agreementhe financial protocols attached to the Cotonoue&gnent have been
adopted for a five-year period. The first finangmbtocol provides for total aid of 15
billions 200 millions euro: 13 billions 500 millisneuro within the framework of thé"9
EDF”® and a maximal amount of 1 billion 700 millions euyranted by the European
Investment Bank in the form of loans on own resesrdhe cumulative unused amounts
from the previous EDFs must be added to this amdbely represent about 10 billions
euro. This means that about 25 billions euro of ajtead over a five-year period, is
available for African, Caribbean and Pacific (AGR3tes. At the beginning of each period
covered by a financial protocol, ACP countries thant to receive subsidies within this
programme must establish, in cooperation with thke & 'project plan' that details their
cooperation strategy. This must describe the preghdevelopment plans and the financial
aid applied fof®. It takes the form of a ‘National Indicative Pragime’ (NIP).

The NIPs mainly focus on infrastructure issuesl{@idimg road transportation which
accounts for an average of 28% of allocations).eOthapters usually found in the NIPs
are:

- the support of macroeconomic policies linked to grby reduction
strategies (liberalisation of markets; reorgansatand reform of public
finances and of the public sector) (21% on average)

- education and health (11% on average);

- rural development and food security (11% on average

- governance (9% on average);

& This difficulty is illustrated by the attempt tfe former minister of the public function, in thetal

Fina affair. In practice, it is virtually imposséfor a company (and its suppliers) to ensureitttides

not have any activity in a country failing to complith Human Rights, ILO conventions... only for
the duration of the execution of the market. Thisdition generally implies that the enterprise be
'socially responsible' at the moment when it tead@his clause submitted to the Commission was
judged to be a disguised selection criterion, whilillegal because it does not refer to a purely
economic feature of the company as in the recomegtethnique.

See <http:www.guidedesachatsdurables.be>, whinberns mainly the environmental aspects.
European directives do not govern all the issaued thus leave some room for manoeuvre by the
countries. In this respect, the ambiguities coyddrothe door to varying interpretations of European
requirements.

See Appendix 6 for integral text.

Which represents a very small increase compapethé 13.3 billions euro provided for in the
framework of the 8th EFD.

See articles 1 to 5 of the Vth attachment toAgeement.
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- water and energy (6% on average).

The Ghana NIP, for example, proposes that 80.85omsl euro will be allocated to
rural development. Amongst this we find support flmmers in the Northern part of the
country who are growing products that replace irgmbrproducts. Conversely, the
Tanzania NIP totally ignores the question of rudtelelopment. It only considers road
infrastructure, education, macro-economic suppaitthe promotion of good governance.

Most NIPS include a 'rural development' section, sometimespked with food
security. However, the contents of these sectiang greatly from one country to another.

Policies for supporting farmers could be includethin the framework of this section.
In fact, some NIPs propose support for export aod-tnaditional sectors that have
development potentidl The labelling of some products (such as coffdgichvrepresents
79% of exports of Burundij as fair trade products could favour the developnoéheir
exports. European consumers are becoming more aWane ‘fair' aspects of production
of the exotic food that they consume. The advantemdd be twofold, benefiting both the
country and its farmers: firstly, exports would riease; secondly, the living standards of
farmers would improve since, by definition, theseducts will be purchased at a price that
provides higher incomes for their producers andeurmdnditions that allow producers to
avoid running up debts to finance their production.

The form that these support policies should takeafon of state infrastructures,
support to existing private or community instituigo..) has to be examined on a case-by-
case basis that takes into account the specifidias of each country.

2. The possibility of offering a preferential fhtreatment to products labelled as ‘fair
trade' products in the framework of the EU GensealiSystem of Preferences (hereinafter
referred to as GSP) could also be envisaged. A t@ri0% is already applied to many
basic products (such as coffee). For these prodtats tariff preferences solution is
therefore not relevant. Conversely, the tariffs lpobto products such as honey and
bananas are the normal custom duties of 16% arn8Pd Tespectively. The tariff for
bananas is reduced to 12.5% for countries bengfitom the GSP and the tariff for both
products is reduced to 0% for ACP countries.

An incentive regime would consequently be usefulsiame products. A review of the
jurisprudence of the WT® Dispute Settlement Body indicates that any ineentegime
must not discriminate among beneficiaries and nmesbpen to all countries benefiting
from the GSP. There is a second problem that mightler the implementation of
preferential tariffs for fair trade products. Ircfaarticle 1 of the 1994 General Agreement
on Tariff and Trade (GATT) requires that similabgucts be treated in a similar way. The
GATT definition of similar products is products ay essentially the same final use and
fair trade products have exactly the same finalassproducts which have not received this
label, since they are fundamentally the same ptsduconly the production method
differs.

In the cases 'United States — tuna fish' and 'driates — shrimps', work groups have
underlined the fact that the method for obtainimgpooducing goods could not justify
measures aimed at restricting imports on the pathe importing state. But what is

" Exceptions include the case of Benin (where thenfission has stopped, since 1993, supporting

agricultural production and has abandoned thegiated rural development' approach, reorienting its
actions towards structuring rural areas — creatibsocio-economic infrastructures: tracks, schools,
health centres, markets — and institutional devekmt) and of Tanzania.

See for example the case of Burundi.

" Source: FAO.

8 See the case WT/DS246.
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proposed here is, conversely, to grant preferetdré#fs to products obtained with certain
methods, as is currently the case for the GSP folesocial and environmental clauses.
This preferential treatment should consequently caaise any problem for the WTO,
provided we are careful to make the benefits linteethe 'fair trade' label accessible to all
developing countries.
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lll. Socio-economic analysis of conditions in fair
production channels

Lets now look at fair trade from the third worldrpeective using the production
conditions for coffee and bananas in fair tradggmts mainly in Tanzania, Nicaragua,
Costa Rice and Ghana. In this chapter we will presar study of ‘fair’ producers in these
two product sectors (banana and coffee). We wékent our socio-economic analysis of
producers, their organisation and the environmenthich they work as well as an
economic analysis (price analysis and added valiui)e fair trade sectors by participating
in the implementation of a new FLO method for daieing prices. We will also present
the main results of our field studies on the effeictair trade, its efficiency at reducing
poverty and a comparison of this form of aid witbrexnormal development projects.

1. Fair trade in the South and development projects

As we have pointed out above, fair trade playetsamalysts tend to split the work of
fair trade organisations depending on whether thaions occur in the North or the South.
In the first case, the Fair trade organisationsehavrole that is mainly to increase
awareness amongst the general public and they presaure group on the authorities. In
the second case, they are partly commercial partioera special type of producers and
workers and they are partlevelopmenbperators seeking to improve the lives of these
commercial partners. It is these two latter roked aaire dealt with in the following pages.

As soon as one starts to examine fair trade irSihth, a long list of questions arise
concerning the combined commercial and developragmects of fair trade: what is a fair
price and how is it determined? Who are the pastheneficiaries of fair trade? How does
the partnership work in the long-term? Over whatiqo®® How are the current
intermediaries of normal trade avoided? But alsdair trade a useful tool in the campaign
against poverty? Is it really part of sustainaldeelopment? Does it really strengthen the
Southern partners' abilities? If yes, what ab#itere we speaking about? How are fair
trade experiences viewed by the local small prodicéAre we sure that the little
supplement that one gives when buying a fair tiardeluct in the North provides a direct
benefit to the small producer in the South? Etc.

2. Brief description of the research areas

Our research was conducted on two fair trade imghsstbananas and coffee, from two
African countries (Ghana and Tanzania) and tworL&merican countries (Costa Rica
and Nicaragud}.

2.1. Coffee industry

Total Tanzanian coffee production only represenssnall part of world production.
Even if we compare it to Nicaragua, which is leghimd by its Central American
neighboursTanzania produces only 2/3 as much coffee as Nicgnaa but uses 10 times
more labour! As in Nicaragua, small producersvho own on average 0.4 ha produce

See Appendix 8.1. Moreover, a different approsah implemented with regards to honey. For more
information on this new approach, please refehéointermediate report.
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94% of coffee. As coffee production in Tanzania bagen falling, its share axport
revenueshas followed the same directiondawnward trend that has been exaggerated
by the fall in coffee prices. Coffee accounted 26f% of export revenues in 1980-81 and
fell to 17% in 1998 and 15% in 2002.

Tanzania is the first African country where faimde organisations started working at
the end of the 80s. It is also the largest Afripanducer of fair trade labelled coffee. The
Kilimanjaro Native Co-operative Union (KNCU) andettKagera Co-operative Union
(KCU), the country's two largest cooperatives @hllUnions), are the fair trade
organisation's main partnéfsand export 5% of Tanzanian coffee with 2% goinguigh
fair trade channels. They are our case studiesr Tren objective is to provide support to
producers, to collect coffee and to commercialise Tanzania has two interesting
specificities concerning the cooperative movemdinstly, the large size of the local
partners (the KNCU and KCU have 150,000 and 50r@8mbers respectively); secondly,
the long history of the cooperative movement, sitee KNCU was founded in 1925 by
colonialists and is the oldest cooperative in sah&Ban Africa.

In Nicaragua there had been spectacular growtbfiiee production up until the coffee
crisis (2000), mainly due to the economic recovbat followed the end of the civil war
and the enlargement of the production area. Cofieeounted for nearlyhalf of
agricultural exports and a quarter of all expoffs It accounts fora third of rural
employment and 13% of total employmentSince the coffee crisis, there has been a drop
in production due to an encouragement to stop miaduand lack of maintenance to the
plantations coupled with f@ll in revenues from this activity. Coffee exports account for
only one tenth of national export income (compdoequarter of exports in volume).

Production comes mainly frommall producers 80% of coffee producers have
less than 3.5 ha and we estimate that half of tises&l producers have only 0.5 ha.
Compared to some coffee producing neighbouring s with which they are in
competition, the yield per hectare is lower and theakens the whole industry (including
the fair trade projects). Production is very corniged and is mainly in two mountainous
regions: Jimotega and Matagalpa.

The fair trade channel involves the cooperativetesys which has a marginal
position in Nicaraguan coffee production and conuiadisation (accounting for 8.3% of
exported Nicaraguan coffe®).The Central de Cooperativas Cafetaleras Del Norte
(CECOCAFEN) is the direct partner for the fair trade orgate and has just over
1,800 members from various first and second (U@&gl cooperatives. It is our main case
study. As in Tanzania, the fair trade organisatigN®rthern partners) usually work
indirectly with individual producers. As with the KNCU or th&CU in Tanzania, their

82 There are other fair trade projects for coffe¢himm country but the partner cooperatives regidtaii¢h

the Fairtrade Labelling Organisation only expontyvemall amounts under the fair trade label KDCU
(Karagwe District Co-operative Union), UCU (UsandbaCo-operative Union), Wino Agricultural
Marketing Co-operative Society (WAMCS).
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Private companies control exports: 5 large corgsaaccount for 80% of exports.

CAFENICA consists of a dozen cooperatives workingfair trade and representing 7,000 small
producers, equivalent to a little more than a auadf the country's coffee farmers. Half of the
CAFENICA production currently goes to the normalrked whilst the rest is split between fair trade
and gourmet (high quality) markets. The produceh® vare members have the choice of several
markets: the normal market is still the main wayxofmmercialisation because the fair trade market is
saturated (according to leaders of co-operativesnet) but new markets have interesting potential
such as fair and organic products and the markesgecialist coffees (high quality). For example,
during its first two years, CECOCAFEN sold mostisf production on the fair trade market but
nowadays this market is only 17% of its sales, canegp to 62% for the normal market, 10% for
organic and fair trade market and 8% for the spistieoffee market.
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objectives are to support the development of preduand the commercialisation of their
coffee.

2.2. Banana industry

Banana production is the jewel of the Costa Ricemnemy. The market is almost
completely controlled by the multinational fruitmapanies: almost three quarters of Costa
Rican banana commercialisation is in the handshefnultinationals. Chiquita and Del
Monte account for 60% of exports. However the banstmare of total exports has been in
free fall, from 19.4% to 9.4% in five years (!). Maof the Pacific coast plantations have
had to close following decisions made by the dominmultinationals. Despite its
importance, banana production accounts for onlg$%4of rural employment and 2.9% of
total Costa Rican employment.

The COOPETRABASUR (Cooperativa de Produccion Agropecuaria y de Semvsci
Multiples de Trabajadores del Syiis the only Costa Rican organisation producing fa
trade banan&s Ex-employees of the multinational Chiquita fouddhis cooperative in
1980 when this company unilaterally decided to sipprating in this part of the country.
The workers combined their land and created a afi@mm on which both the members of
the cooperative and its employees could work. Tinst fsales were made to the
multinationals but it was not really very satistagt Since 1997, COOPETRABASUR has
sold its banana production to the fair trade mad@d has slowly become the largest
supplier of bananas to the European fair trade etat®OOPETRABASUR does not
produce OKé bananas (organic and fair). The faaddr organisation AGROFAIR
(Netherlands) is now its main client. There arent@mbers of the cooperative and only
two are women. To this can be added 152 workersavbaot cooperative members. The
banana plantation is 307 ha and 207 ha have belmd ddr palm oil production.

The fair trade experiment that is being done wibAPETRABASUR seems to be
operating against the tide: firstly, the experimentbeing done in a region where the
multinationals have stopped being active (to theekieof other regions of the world and
even the Costa Rican Atlantic coast) and secortidiy,being developed from a declining
production where options for extending to other kats (organic or normal) are
impossible or utopian. Productivity is about 36res par hectare per year (or 11,052
tonnes / year) which is a moderate production les@mhpared to Central American
standards but relatively good compared to othertfade banana producers. To give an
idea of the size of this fair trade banana productn 2001, Costa Rican banana exports
reached 1,764,210 tonnes.

In Ghana, banana production is relatively unimpurta the national economy but
is a significant part of export revenues. Fair é&rddhnana production is recent and even
more marginal: no more than 5,100 tonnes were meiin 1999 and 5,500 in 2000. As a
comparison, Costa Rica exported over 1.7 milliames in 1999f. We should not forget
that other fair trade industries exist in Ghanpeeglly in sectors that are more important
to the national economy, such as cocoa.

8 This is not the only fair trade experiment in twntry. For example, Lorraine Rochi (2000) relyent

studied a coffee fair trade project in a seconéllevoperative called COOPCAFE.

According to figures from Kevin Bragg, General Mger of Léon Van Parys (Trade name: Bonita),
400 million bananas are eaten every week in thealitries of the EU (which represents more than
one banana per person per week). However fair that@nas are less then 1% of this consumption
(Fondation Roi Baudouirkair trade, an asset for development. An internadiodialogue Brussels,
May 28, 2003: 14).
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Volta River Estate Limited (VREL) is a mixed company (local development
private/state structure) with a staff of 700 anBaard of Directors made up of different
shareholders (profit and non-profit). It is the yrdanana fair trade initiative in Sub-
Saharan Africa. As in Costa Rica, only AGROFAIR wdirectly with VREL and has
been doing so since 1996. VREL has its head offickkrade in the Asuogyaman district
and has a total cultivated area of 330 ha spreast éour production sites in the
Asuogyaman district (Eastern Region) and West Adan@reater Region). VREL gets a
lot of support from the Ghana government whichrygg to reduce the dependence of the
local economy on cocoa and gold exports.

The fair trade projects that we are going to stayeach in their own specific social
and political environments. The context has arugrice on the origins of the fair trade
projects, on their dynamics and viability. It is oreminding ourselves of the evolution
of the local political environment to put theseealiative trade experiments in perspective.

At the time when fair trade projects were reallytigg going during the 80s, the four
countries had all experienced a severe economsiscnvhich greatly increased their
external debt. At the start of the 90s, they alll ha adopt the new liberalism of the
Washington consensus. This was translated by aypofi reducing state involvement in
social and economic management, the opening of toagkets and promoting the benefits
of export as a way of reducing national debt.

The cases of Tanzania and Nicaragua have muchnnmono at the political level.
Affected by thedemocratisation waveof the 80s, the recent past of Tanzania and
Nicaragua was deeply marked by the end of altarmakevelopment policies and by abrupt
changes towards neo-liberal policies based on riateg in the world market on the basis
of comparative advantages. From the second halfthef 80s, Tanzania gradually
abandoned its socialist development policy and daeatic change came about mainly
from above, under the control of the old singletypaChama Cha Mapinduziln
Nicaragua, the election of Violeta Chamorro in keloy 1990, whose liberal party had US
support, ended the Sandinista era and the civilthar had greatly weakened Nicaragua
during the 80s. The following decade was markedmajor social changes and by an
economy that was so catastrophic that Nicaraguanbe¢he second poorest country in the
Americas.

The Ghana regime of the 80s (Jerry Rawlings) foldvean extroverted authoritarian
development system. The military regime had begmoiver since the coup d'état against
Nkrumak in 1966 (except for a brief period betwd®69 and 1972) and ensured political
stability whilst profiting from the export profitsrovided by a few products for which the
country was one of the main suppliers to the worlitkets such as cocoa (second, behind
Ivory Coast), some minerals and precious metaléd(god diamonds). The arrival of
democracy during the 90s was accompanied by limitsstate predation as Ghana
appeared to want to apply good governance directid the same time, the country
continued to promote the importance of exportirgséhsame profitable products and tried
to diversify export income by exporting new produ@gncluding bananas).

The Costa Rican history is the opposite to thalNmfaragua. It has a better socio-
economic situation and benefits from a politicalbsiity that is rare in the region. Since the
end of the civil war in 1948, the country has eeghyemarkable political stability, marked
by alternating periods of power for conservativ€$ir(stian Socialist of the PUSC) and
reformists (National Liberation Party - PNL). Theprd growth of a market economy was
accompanied by the development of a welfare statewas quite effective. For example,
nearly 96% of Costa Ricans are now literate andetranions are quite powerful
(something which can cause difficulties for banand coffee multinationals!). The 80s
are notable for their major economic crisis thakttie a considerable increase in state debt
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(social aid, debt following oil price increasesyahe slowing down of regional trade due
to wars (cf. Nicaragua). President Aria was elected986 and took an active role in

resolving the wars in his continéht®. Four years later, it was his opponent, RafaeleAng

Calderon Fournier, who won the election and adofitechusterity plans that were insisted
upon by the World Bank and International Monetaundr as they sought to redress the
national deficit and debt.

3. Field study methods

In addition to theoretical modelling (both econorai@ sociological), the teams had to
develop suitable methods for two types of approéield studies (with both economic and
socio-anthropologic elements) and a marketing amdwemer study.

The need for an evaluation of fair trade is gettingater and greater but it has mainly
been a subject for applied research by consultasitegy ad hoc methods to satisfy the
wishes of the research's purchaser, rather thadafnantal research. This is why we
developed a broader evaluation method that prowidbsast data to increase our basic
knowledge about fair trade and also provides alflexbasis for evaluating it that can be
used by those in the field. To do this, we limited objective of the study to only those
elements of fair trade that can be considered tddwelopment intervention, even though
the movement seeks to go much further than thiss approach allowed us to study fair
trade experiments using the same methods thatsak to evaluate development projects
and which have been widely discussed in publisteggers. The method used herein is a
complete framework that is coherent and modulablgedding on the specific objectives
of a research project.

A first step was to use the stated objectives ok organisations to construct an
analytical grid for the fair trade project baseditsndevelopment projettaspects, which
researchers then refined in the field to adamt ihé situations that they encountered.

The method developed for this resedfdhvolved analysing fair trade in terms of its
efficiency efficacy impact durability andrelevance the five evaluation criteria normally
used by the OCDBevelopment Co-operation Directorate (DA@My doing this, we
combined a number of proven methods to produce ladisaiplinary evaluation based on
both economic and social sciences which uses meapigl evaluation methods that were
more suitable to the scale of our study and thdabla means. It includes data collected
from different sources so as to get different pectpes and to cross-check coherence
between data sources.

The method's organisation is similar to that désctiin Poverty and Social Impact
Analysis(PSIA)™, in terms of its strict methodology, multidiscipdiry approach and the
broad notion of impact but of course it was adaptethe scale of our study, that of a fair
trade project. It consists of three stages: anyaiglof the interested parties and the
authorities involved; an actual evaluation of taade (using the five criteria with emphasis
on analysing the participant's strategic choicesl) fanally an evaluation of the social risk.

87 His peace plan signed by five Central Americaads of State won him the Nobel Peace Prize in

1987.

This image of a peaceful country is strengthdmethe absence of a national army since the ciail w
ended in 1948.

See Appendix 3.

An attached article shows different ways of eatihg (both quantitative and qualitative) and their
relevance for fair trade.

Method developed by the World Bank to analysedis&ibutional impact of political reforms on the
welfare of different groups — see World Bank (2002)
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In addition to desk research, the tools used tecotata included interviews (individual

or groups, informal or semi-structured) and nortipigative observation, and a few

participative methods. The analysts could seleet tibols from this menu that they

considered most appropriate to evaluate each ffadtet project, based on the terms of
reference for their study and their resource litiotes in terms of means. This package of
different methods can therefore be combined torgitdo give a breakdown of the effects
of the three benefits of fair trade (the price tmnprice stability and related projects)
whilst also trying to identify the results and inospaat different levels related to the

intervention policies of the fair trade organisatspartners.

Let us shortly present the structure and the grlasiof this methodology.

3.1. Analysis of the main players and institutionbanalysis

The objective for this part of the study was toniify the interested parties, whose
support or opposition could change the project'paich, and to conduct an in-depth
analysis of relationships and internal processeakarorganisations involved in the project
being studied. It involved different stages andesalvanalytical tools (trend analysis, study
of the local situation, organisational mapping, )etc

3.2. Fair trade evaluation

- Efficacy and strategic analysiglentification of what fair trade had really acheelvand
in-depth analysis of the strategies actually usedhe different participants in the
project, particularly the way in which productianshared.

- Efficiency and cost analysistinalysis of the project costs and benefits. Thatscare
broken down among the different levels of the itdysas is the sharing of the fair
trade bonus between these levels and its use. derdo compare this type of
intervention with normal development projects, vefprmed a cost-benefit analysis
(or at least cost-efficacy) on the fair trade pcoje

- Impact: identification and evaluation of the results amgact, intended or not, of fair
trade. This analysis, which is mainly based onrinésvs with senior people and
discussion groups using several participation teghes, could combine the following
methods:

e A social impact analysi¢SIA) to obtain indications about the splitting tbie
project's costs and benefits amongst different ggpthe resources (physical
and financial) and capacities (human and orgawisalj required to profit from
them, the strategies of different players in respaio this, etc.

* An analysis ofsustainable rural living condition§SRL), so as to analyse the
changes in the beneficiaries’ different types dpiwl- natural, human,
physical, social and financial. Specifically, wendacted aranalysis of social
capital on a sample of producers and their association.

* Identification of key social proceduress part of aparticipative poverty
analysis(PPA) so as to determine the producer's view otfy, the strategies
that could reduce it and specifically the changethair living conditions,
resources, knowledge and rights.

* Viability: analysis of the long-term sustainability of faiade and the current
production methods. The sustainability of produttemnditions is considered
using the three criteria of sustainable developmegbnomic, social and
ecologic.
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* Relevancedetermining if fair trade is a suitable way of paging sustainable
development in terms of the four factors mentioabdve compared to normal
development projects. The ideal would be to compheesexperiment being
analysed with development projects conducted irstme region and with the

same target group.
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3.3. Social risk analysis

This final stage serves to highlight theaitations of both analyses carried out and of
the project itself so as to evaluate the possjhiftextending fair trade. It involves initially
explaining the theory behind the approach usediesyically identifying the risks
associated with the analysis, their probability apdtential consequences of their
invalidity. It can suggest complementary theoried eaise questions that are unanswered.
As a second priority, it involves identifying thieks and constraints of fair trade that could
reduce the possibility of extending it.

In conclusion, this method is interesting from adfetical point of view because of its
multidisciplinary and all-inclusive approach to thealysis and its combining of several
proven methods; it has produced first probing tesinbm the field. It can be adapted to
various objectives and situations whilst its funeéamal concepts still provide a strict
analytical framework. The advantage of this appno& that, in addition to specific
analysis adapted to the needs of the analysts, &imso provides an empirical validation
of theories and opens new avenues of research.

We have included the method of determining mininpnces that is currently being
studied by the Fairtrade Labelling Organisatiorine common part of the method, more
specifically in the part concerning the analysigaof trade efficiency and costs. The main
aim of their method is to define objective critefta calculating the sustainable costs of
production and living.

These factors would allow fair trade players toedw®ine pricing policies using a
common method that can be adapted to all counémeswhich contains a system that
allows minimum prices to be reviewed over time. lienpentation of the procedure is
particularly urgent for reviewing the prices of smmommodities where the gap between
fair trade and conventional trade prices is laiyghin this report, we are not going to
enter into detail on the new formula adopted by Fa@trade Labelling Organisation in
2004 because we are required to respect confidigntiuring the setting up and testing
phase.

We chose this method for several reasons. Firsisés a strict method that has been
developed based on past experiences. Furthermuse,collaboration should provide
synergies between the Fairtrade Labelling Orgapisand us and give us access to data
collected in other fields and to the current reftec proces¥. Additionally, the users'
committee has emphasised several times the nedelvdop a new approach that is more
in line with the various players' preoccupatiorestigularly in the area of price analysis. In
practise, the different proposed methods provekd laccurate, especially as regards the
flows in the Southern countries.

4. Results

4.1. Analysis of the main players and institutionbanalysis

Most of the time, fair trade production activitibave been studied mainly for their
intrinsic specificities. This is especially truer fmost fair trade impact studies that have
been done previously. They have not measured tineofigs from fair trade projects nor

92 In reality, different changes within the Fairteadabelling Organisations (staff, legal status, kiroy

methods...) made this collaboration difficult andtwally unilateral. We have done the testing
requested and present our results but there has heen any discussion on them nor consultation
when making decisions about the adaptation of thihad.
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confirmed whether the initially stated objectivesdibeen achieved in the field. This part
of our study aims to identify the actors (and thgres) and to understand the relationships
that exist between them that favour specific pisjedhe objective is not simply to
understand the local implementation of the projeat also to understand what the
obstacles or facilitators (points of convergencatual support strategies) are, which have
a negative or positive influence on the implemeortadf these development projects. To
this end, we started with the concept of an arendeacribed by the socio-anthropologist
J.P. Olivier de Sardan (1995). He defines the aaé& place of actual confrontation
between social players interacting around commaues. It is a local place. A
development project is an arena.' (de Sardan, 108%. In some ways it is a social space
in which the strategic players intervene with mations that are conditioned by
fundamental or secondary isstiesWithin the fair trade arena we find various piasye
(producers, state employees, private operators;gogarnmental organisation managers
and developers of all types, etc.) who are devepgiifferentstrategiesbased on their
fundamental or secondaagendas

The table below summarises the observations matie ifour areas studied in terms of
the type of player, their issues and objectives thedstrategies that they apply within fair
trade projects. It helps us understand the comnumntg and the areas of difference
between the players in terms of each of theirefjias for the implementation of fair trade
projects. The table also illustrates the differeanbetween fair trade projects in different
situations even though fair trade projects are daseprinciples that are considered to be
universally applicable.

9 This idea of an arena and its way or working wllos to understand the difference between the
development intention and its actual applicatiolivi€r de Sardan highlights: "The result of thismmo
or less gentle conflict and of this more or les®rimal negotiation is that it becomes a practical
development operation, in other words something tan not be forecast (...) the inevitable
difference between a development project 'on pamet"on the ground’ which is nothing less than the
different approbations of the project by the actorgolved, in other words the ability of some
individuals or groups to divert the project to thdirect or indirect benefit.' (de Sardan, 199417
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4.1.1. Summary of observations - Table 11

Stakeholders Nature (comments) Issues Strategies

Producers Owners of smal'l plots (famny production). Improve living conditions Seek to diversify income sources within free masKdlicaragua, Tanzan

Exclusion from international commerce. . L
. Improve production conditions o1
Not the poorest of the poor (available . N .
o . . Stop production and migratioo urban areas (Tanzania)
minimal amount of economic and social :
. ) Survival
capital needed to access fair trade).
. Different sizes (Nicaragua vs. Tanzania).

Cooperatives Structural dilemma = fair trade dilemma. ' _ o
Reconcile economic efficacy (business) wiCombine the business and solidarity components for i\ one or the other comyent by the fair trade benefits (orientation of beymore often
economic, social and environmental benefjtsustainable development shared by as many people ag . . ) S i .

: ) ] - f Alternatively except when becoming organic and B&peing requirements for high qua
from the business for as many people as | possible (mainly economic and social aspects). : S .
. S : production (solidarity by quality

possible (solidarity and sustainable
development).
Two types of intervention: Longc-term commercial partnershi
° Short-term (one year) and purely Mainly for the second type of intervention: Combthe Fair trade bonus awa P P

Fair trade commercial; business and solidarity components for sustainable

organisations

° Long-term partnership (several years)
combining commercial and development
components (capacity building).

development shared by as many people as possible
(economic, social and ecological aspects).

Easier access to small lo
IEC and capacity buildir

Ministers
Parastatal agencies

In the new liberal political framework of developnt¢hat
involves a redefinition of development prerogatjves

Concentrate on fiscal rc
Create parastatal organisations (open to priya¢eadors and civil society) to control the n

State Local authorities (if there is decentralisatiof aintain control and its ability to direct the exporofits | of the gam
for the benefit of the ruling elite (export tax).
International non-governmental organisati RS stainable development PRSP (poverty) proce
Local non-governmental organisations Poverty reduction P Change the economy via WTO ru
'International Cooperation agencies (bi or multi-lateral) Y Development programmes and projects (finance mpiementation) requiring participati

Developing Complex'

Competitive integration of marginal economies ia th
world economy.
States' adaptation to the principles of good gavera

of all the local players

Private Operators

Maximise profits in a competitive and unstable
environment

Costs / benefits evaluati
[Development of abilities to commercialise from thiage

Banks

Maximise profits in a competitive and unstable
environment

Refuse to manage small accou
ncrease interest ra
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4.1.2. Specific comments

4.1.2.1. Local partners of fair trade projects (pralucers, cooperatives,
organisations...)

The commercial relationship that develops betwedlohern fair trade organisation and
a group of producers in the South implies:

- Determining a guaranteed price that covers theymtomh costs and the social
priorities of the development objectives. The temhshe contract between the
fair trade organisation and the fair trade partmeust specify, amongst others,
how the fair trade price is determined: when therldvgrice is below the
minimum guaranteed (which is the case for coffe@ lasnanas in our two case
studies), this price includes a bonus which is @&red, in the case of Tanzanian
coffee, as being the difference between the warlcepand the guaranteed price.
The amount of bonus is therefore variable in tlasec On the other hand, for
bananas from Costa Rica, the bonus is fixed at US$ per 18.4 kg case. When
the world price is higher than the guaranteedtfaite price, the fair trade price is
the same as the world price increased by the bomhuish, in this example, is
fixed for the two products.

- Non-compulsory advance payment of 60% (it is upht cooperative to decide
whether they use it or not). The balance (40%héntpaid against documetits
We should mention that there is a 10% interest rate

- Formalisation of long-term relations with produceé¥® agreement can be signed
for a period that is less than a full productiocley

- Direct purchases from producers or, more usualgcosd or third level
cooperatives (such as the Unions in Tanzania). Tepsesent the producers at a
second level.

In general, fair trade organisations develop refetiwith producers who are considered
to be marginalized. Across all the areas that wdistl, the partnerships always involved
groups of producers, usually in cooperatives (TaaCosta Rica, Nicaragua) but also in
profit making organisations (Ghana). The contactwben producers and fair trade
organisation is therefore indirect.

Nevertheless, fair trade projects in these foumtoes certainly involved, at least at
the start, 'small’, marginal producers. They amsittered to be marginal by the fair trade
organisation primarily because they own a relayiwwhall plot of land. We note that the
size of these plots is tending to get smaller duthé high vulnerability of small producers
in the new liberalism of the 90s (Tanzania, Nicagggor because of the way land is
inherited (Tanzania). However we need to emphasiseelements of this. On the one
hand, the economic crises experienced by thesetroesihave sometimes reduced access
to land and under certain conditions, such as timod$¢icaragua, fair trade, whilst being
oriented to the small producer/small landownenasinitially able to reach the poorest of
the poor but a less vulnerable group of margindlfasemers. On the other hand, as one can
see in the case of Tanzania, Costa Rica and, eves abviously, Nicaragua, the fair trade
project has not only allowed small producers pguditng in the industry to improve their
access to land by consolidating the cooperativesived but it also improved their living

o 0.11 US$/kg (0.33 US$/kg for organic) for coftead 1.75 US$/18.4 kg case for bananas.
% Commercial FOB invoices (value in US$ and grasga weight).
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and production conditions for some of them to anpaihere some small producers could
no longer satisfy the entry criteria of this posatdiscrimination policy (Pleyers, 2003).

It should also be remembered that these small peodlare also viewed as being
marginal because initially they were excluded fritn@ main commercialisation routes and
had no possibility of exporting their production.

As we emphasised in the first pages of this repibw, criteria for fair trade
formulated by the Northern OCEs give priority teethid provided by the project to
‘marginal producers’, e.g. the small producers vamby farm a small plot (the limit is
fixed at 0.7 ha in some countries). We saw eatherpotential benefits that these small
producers can obtain from their participation ifiaa trade project and the cooperative
movement (in terms of commercialisation, accessrédit, know-how and organisational
competences to increase productivity or improvelityuand, of course, their well being,
their financial and/or social situation or to impeothe physical aspects of their lives). But
what do these producers think about “fair trade”?

During the initial fieldwork, we were surprisedtae very low level of knowledge
about fair trade, its principles or even the teamongst the majority of the participants
who were involved in these projects and alternatm@merce. For them, fair trade meant
above all simply a better price. Producers in theelbcooperatives (especially in Nicaragua
or Tanzania coffee sectors) do nothing more thae giart or all of their coffee to the
cooperative. This involves no militancy by the prodr and very little creation of
awareness by the cooperative’s management. Intyie#ilie relationship is created by
purely by financial interests (produce sold at best price). The President of the San
Ramon UCA (Nicaragua) puts this observation in pecsve by emphasising that “all
producers are perhaps unaware of all that fairetnagpresents but nearly all of them
recognise that it is thanks to it that they livétée that their children can be educated, that
they have not had to sell their land.”

Producers involved in the projects often talk of inoonvenience: the payment
delays in the fair trade sector whilst the normalrket pays immediate cash. This may
explain, given immediate needs and their lack aeas to loans, why some sell part of
their crop on the conventional market rather tleafair trade projects.

In order to improve their living conditions, produs have developed two main
types of strategyfirstly, diversification of their commercial partrships with more
partners as in Tanzania and secondly with a diiesiion of businesses that create
revenues, the cooperative commitment (Costa Riteardgua and Tanzania). The first
strategy satisfies a need to make immediate giasy Tanzanians saida“shilling today
is not the same as a shilling tomorrowhis strategy is of course only possible witle th
liberalisation of the production with the Statetsvalvement being limited to national
economic issues and adjustment plans. In thistsityafair trade partners are evaluated
like any other partner and the fair price of faiade is nothing more than one price
amongst the rest. Market forces therefore dominate.

The second strategy is linked to their involvemiena cooperative. This required
an ideological investment in the socialist develeptrexperiments that were conducted in
Nicaragua and Tanzania. Since the early 1990’sctloperative sector in these countries
has survived despite the evident ideological changed a coffee market that is
considerably more competitive. The cooperativeeysineans that small producers can
better resist crises specifically through acceskitotrade, to commercialisation, to loans
and to export markets. Thanks to trainings andstteed motivations of the partners, the
cooperatives encourage peasant farmers to adapptbduction to the market trends. The
local dynamic that this creates promotes and stinemg a degree of solidarity amongst the
members but also within their communities.
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In Nicaragua especially, a real loyalty has devetbpo the local cooperatives
involved in fair trade in the regions where thetsys is well established. For 90% of
producers, this loyalty continues even during psiahen the price offered by fair trade is
lower than that of the market. Several basic factmay explain this. Firstly, small
producers have not necessarily learnt the new rofldbe economic game and are not
always perfectly informed about market price chanddey stay loyal to the cooperatives
and sell them some or the majority of their prodrcby force of habit, tradition or fear of
the unknown. This later reason often quoted byrofdeducers, especially in Tanzania.
The second factor is the cooperative spirit thagpessively develops during shared work
and meetings that emphasise solidarity amongstledliats rely on our own strength”,
“united, we are strongérseem to be the slogans which are perfectly suttedhe
cooperative’s actions. These dogmas are also qlitge to the great slogans of the
developing states in Africa and the SandinistaiNicaragua. Without doubt they have
been partly integrated and taken up again by tiMds®eare now joining the cooperatives.
Finally, the third essential factor is based on shecess of the cooperatives due to fair
trade. The pride in what they have achieved togethe clear improvements to living
conditions despite very difficult regional condit®) development of export businesses,
common purchases by the cooperatives of infrastrestthat can process coffee are also
things that were unthinkable a few years earliat e cooperatives are very proud of
them. This success creates long lasting adhesiothdofirst second and third level
cooperatives. This can be to such an extent tleavittage youth sing songs to the virtues
of CECOCAFEN (Central de Cooperativas Cafetalerad Norte) and their local
cooperative. The feeling of belonging is also sjtkaned by the capitalisation effort that
is required from the various partners and the cagngahat aim to make them aware that
“it is they, the small producers, who own the coafpee’s assets and the processing
plant” A final factor that can explain the loyalty ofpgioducer to their cooperative is the
reliability of the partners.Cooperative are more honé&sts some producers said. This is
not always the case for the private sector amongsim there are a few rogues and they
are not viewed in a very good light by many smatiducers, both within and without the
cooperative movement. In Nicaragua, some cooperatignagers suggesteNdwadays,
the people are satisfied because everyone in themumities know that the cooperative
works well and lots of them want to join the coapiee. They know that the work respects
the rules. That motivates them and they like it} it's not simply for the money. They also
feel something like prestigeThe recognition of CECOCAFEN is also the recaigm of
the peasants.They feel they are better represented through theperatives, they are
proud. They say — | am happy to be a member obpearative. — when they have poorer
quality coffee, they separate it from that whiclkeythgive to the cooperative and sell it
elsewhere, even if that means that they will los@ew. (...) Its important because the
production processes for fair trade are only poksibpeople feel involved

The corollary of this cooperative spirit is a sbgaessure that stops them from
leaving the cooperative and makes any subsequéantnréeifficult. Even though they
returned to the cooperative before prices fell, tbirning producers who had left the
group when the market price was higher than thetfade price did not have an easy time
of things, over and above the economic penaltigsoged by their colleaguesAfter a
year they recognised their error and they wanteddme back but we will never have the
same confidence in thémonfirmed a Nicaraguan manager of a village coapee. This
social pressure combined with the limited quotadsiml the fair trade sector makes
acceptance of new members or new cooperatives amatgd and more controlled.

When one looks at the Tanzanian, Costa Rican oarBiguan experiences one is
initially struck by the differences between whaearould calltwo cooperative models
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The Tanzanian cooperative system is one of thesbldé the ex-colonies. It is very
centralised as it is constructed from cooperatiaeshe bottom with a single umbrella
organisation; the KNCU, which consolidates 93 coafpees, and the KCU, with 120. The
number of members is impressive: 150,000 membershi former and 50,000 for the
latter. These figures can not be compared withNloaraguan or Costa Rican examples
that we studied. The membership of the smallespeative union studied in Tanzania
(the Kagera Co-operative Union, KCU) is equivalemta bit more than all the coffee
producers in Nicaragua. PRODECOOP (2,500 membend) GECOCAFEN (1,600
members) are among the largest integrated coopesdti the Nicaraguan fair trade sector.
We have already emphasised that the cooperativéorses Nicaragua is more
heterogeneous and has introduced an intermedia¢¢ (e UCA) and other umbrella
organisations that are partially a heritage of Samdinista period and partly innovations
from the transition period.

Our field studies show a second difference in hdw fair trade project is
administered by the partners in the South. In oygtemn (Costa Rica, Nicaragua and
Tanzania), the small marginal producers are groupewoperatives of different sizes, as
we have just mentioned. In Ghana, VREL is a busireexl the shareholders are private
Ghana investors (49%), the company's director (1484l their sole commercial partner,
the Dutch fair trade organisation AGROFAIR (whicash25% of the sharé8) One can
assume that the presence of this fair trade orgoisin the capital provides a degree of
long-term security to the fair trade project. VRIEELa mixed organisation that combines, at
a level where they are difficult to separate, bptbfit and non-profit objectives for its
business. The democratic management of the progsgtecially the bonus, can be a
problem. Generally, the main difficulties arise the project ownership level. Ghana
banana growers are not (yet) owners of their coman simply employees, which is the
opposite of the Costa Rican experience, The wayatingrade project has been applied is
not the same and the conscientious policies atthtiet (gender, child labour) are not
always easily seen.

The Ghana State can also be added to the listanésblders as they have given tax
advantages to the company in view of its strat@gjgortance in the government's policy
of diversifying from traditional crops. As a resulft number of public and parastatal
organisations are involved to different degreethanfair trade sector so as to 'strengthen'
production structures or to approve loans, etc.

It is possible that one of the achievements oftfaide is to breath new life into the

cooperative sector. As indicators, we propose:

. Capacity building: improvement of the Unions' (Tan&) and second level
cooperatives’ (CECOCAFEN, Nicaragua) export abilitymproved
management and marketing skills in the cooperatizegtom and higher
levelsY”.

. Strengthened leadership or emergence of rural teade

. Solidarity spirit amongst small producers savedcwen strengthened in the
movement's success stories (La Esperanza cooperidicaragua).

% It is planned to transfer the AGROFAIR sharehwdd{25%) to the employees but the conditions have
not yet been fixed.

In Nicaragua, a leader of a co-operative lihkath a fair trade project claimed: « Fair Tradevery
important for us because it allows us to organisesa@lves », while a producer said: « everythingkwew
today is linked to our work within the co-operative). The cooperative is the key. We must be canscbf
that. ».
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. Continuation of production and commercialisationO@PETRABASUR,
Costa Rica).

. Access to other development projects (VREL, Ghand @ECOCAFEN,
Nicaragua).

The main sources of these loans are the advanceguay from importing fair trade
organisations but other sources are also used ti[doea membership fees, loans from
other organisations).
4.1.2.2. Circulation of information amongst produces: the information pyramid

theory

Figure 7: Information pyramid and pyramid structure of the cooperative sector

NTTTTTTTTTTTTTTTTTmommomoooooomomoooooooooes 7 Good
< understanding

. 2nd Level /
Cooperativés
(Nicaragta)

Bottom level Cooperatives Poor
Small producers understanding

Pyramid structure of the cooperative sector (--}---

Our research shows that some of the informationuantterstanding of fair trade is
lost at each level of the cooperative movementctire. Two of the most important
indicators of this awareness of fair trade on tha pf the farmers are the importance that
they give to the quality of their coffee and thawpe to organic production. With a view
to following market trends, these two factors agseatial parts of the fair trade discourse
adopted by the central staff of cooperatives suelCECOCAFEN or PRODECOOP.
However, even though 80% of the producers who aemipers of bottom-level
cooperatives directly associated with CECOCAFENehaempleted or started the long
process of converting to organic production, they enly 20 out of UCA San Ramon's
900 members (UCA is, as already mentioned, thanrddiate level between the base
cooperatives and CECOCAFEN) to have done so. Ttk ¢& understanding about fair
trade - both of the term and the commercial refetngp that it involves — was also
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confirr)g18ed by studies amongst Indian craftsmen bignJblopkins (2000) and Durnez
(2004)".

4.1.2.3. Structural dilemma and direction of the fa trade bonus

We would like to emphasise tldose relationship between fair trade projects
and the cooperative systemn so far as they both have to face the same tamalc
dilemma. Fair trade projects are based on twomngistactors and how they are reconciled
is a major issue: solidarity and the market. Faidé cannot be considered as being purely
one or the other. In fact, it is their co-existeticat is the essential defining element of a
fair trade project. Northern and Southern partnersall producers and cooperative
managers are subject to the perpetual challengeowibining the needs of these two
principles.

Figure 8: Structural dilemma of fair trade

Solidarity Business

Sustainable Development

This structural dilemma is an issue for both ohth&hey have to reconcile the needs
of commercial competition with their solidarity mien. They have to find a happy
medium between long-term development (necessagstments for the cooperative) and
the return on investment for the members in thetdlkom so as to favour the process of
identification with the organisation, the causesupports and acceptance of its principles
of solidarity. For example, a cooperative may leethwith the following situation: on the
one hand, there is a temptation to keep membersiigbers high by paying good prices
but, on the other hand (which favours solidaritiz)s policy involves a lot of costs (bank
interest) which reduces the amount available feeeal long-term investments (thereby
disadvantaging the business).

In fact, the allocation of the fair trade bonusiusenlightening example of the fair trade
dilemma. In addition to the fair trade price, evenyntal of fair trade coffee sold in this
sector gets a 5 US$ bonus. Sometimes, this is paetially or completely shared out
amongst the small producers or workers, sometiimege-invested to ensure the future of
the cooperative's business activities (in an exgooup, for building a pulping unit, to
diversify its business, to buy part of a compawyincrease its reserves for buying coffee
or to cover general overheads, etc.). It can aésallocated to a social project of general
inte;gegst such as the construction of a town haNiearagua or refuse collection in Costa
Rica™.

We noticed that the fair trade bonus was often tis@dimburse a loan provided by the
fair trade organisation, presented as pre-finanangas an advance payment. This
ambiguity between pre-financing and advance paymesults in a loan and prevents the
full autonomy of the partner from the fair tradgamisation in terms of this role of ‘banker’
whilst the bonus could have been used for otheorat Apart from anything else, there
seems to be a contradiction in the behaviour ofestair trade organisations that initially
propose an advance payment that, in addition teigiray price stability and partnership,
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For a summary of his study, see Appendix 7.
For more information on determining and usinglibaus, see Appendix 8.
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allows production to start, whilst in reality it jge-financing that gives rise to the interest
and debt associated with such loans.

4.1.2.4. Quality procedures: economic logic, solidigy logic

The insistence on the quality of the products goad way of illustrating these two
concepts. It is omnipresent amongst the projectt the studied and one of the
fundamental arguments of fair trade, transmittedirdthe chain of players in the arena:
from the fair trade organisations to the Uniongnfrthe Unions to the cooperative
presidents and from them to the producers themselVhis improvement in product
quality satisfies both the needs of the markettande of solidarity. On the one hand, in its
solidarity connotation, product quality is a producommitment to the consumer who
buys the product at a higher price so as to gieedsmall producer access to a decent
income. On the other hand, in its business coniootathe improved quality is much
appreciated because it improves the product's ctitiwpaess and opens up very profitable
niche markets such as organic or gourmet coffaeshé same way, the better quality
justifies, from a producer's or fair trade orgati@as perspective, the higher price paid by
the fair consumer and confirms the passage fromtaigdartnership, from a giving or
charity situation to solidarity and commerce.

This change from aid to partnership seems essdnotias to ensure the project's
long-term viability: you do not get support becaasspecific state of affairs exists (which
could change) but for what you do (which does matnge). Whilst the fair trade bonus per
quintal is related more to solidarity and should used to finance projects of general
interest, the fair trade price (121 for normal eeffand 136 US$ for organic coffee) can be
justified at the business level by the quality o product rather than the marginalisation
and poverty of its producers. Furthermore, thereffmade to improve the product quality
mean that small producers are more involved inpitigect and their marginality is no
longer being reinforcetf’.

4.1.2.5. 'Fair trade trap' and advance funding

Finally, the case of bananas in Ghana and Nicarslgoa us the risks of the 'fair trade
trap'. In either cases, the development (Ghana)oatinuation (Costa Rica) of banana
production have been made possible only by thentaty involvement of a single fair
trade organisation (the Dutch non-governmental misgdion AGROFAIR). For different
reasons (low production volume or ecol6y commercial relations are with the sole
initiating fair trade organisation. Faced with thieuation where the fair trade markets in
the North are often saturated by the offer and feademand that is still timid, should we
measure the success of a fair trade partnershtpeblevel of production by the partner in
the South or its ability to open up new markets?

100 A CECOCAFEN (Nicaragua) manager put it this wiis important that the consumer does not buy

simply to help. The price they pay is also for &drecoffee, not only for fair trade! Our resporilsiyp,

our commitment is that a cup of coffee is bettemtin the normal commerce. It seems correct to us
that if the price is fair, that is the buyer paysre) they will get a product that satisfies themartlp
because it is the small producer and not the nailtnal that produces it but also because the easfe
better. It's our promise, the promise of every pomdt and it's our work to explain that to the
producers.'

A fungus called "Sigatoka Negra" finds an envinemt that is very favourable for its growth in
tropical climates such as in Costa Rica with igghHiumidity and it requires the use of large questi

of crop protection products to stop its growth. Tiption for Costa Rica to produce organically i$ no
realistic.
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One of the primordial principles of all fair trageojects is to reduce the number of
intermediaries in the distribution chain, includitige sharks who visit the farmers at
harvest time and purchase their crop at local prwelich are often less than 35% of world
commodity prices. The most important weapon to tauthis is pre-financing. In order to
compete with these intermediaries, the cooperatiust offer the same conditions and pay
farmers upon delivery. But how can the coopergbag cash if the coffee has not yet been
delivered and thus the roasters have not yet jpaid¥ To take out a loan means they come
up against a local banking system that is not welleloped and not easily accessible by
farmers. This is why Max Havelaar has developegstesn of pre-financing. Roasters who
want to use the quality label have to pay a propost60% usually, of their contract's
annual value in advance, at harvest time. By wagrkuith Max Havelaar, the small coffee
producers can finally escape from the viscous €iafl dependence (Roozen & van der
Hoof, 2002: 131-132). The intention is laudable andl field observations confirm the
almost total absence of these local usurers. Homvélve small local producers have not
completely escaped from the viscous circle of ddpane: for reasons that are linked to
harvest seasonality, the pre-financing is not ntadadvance payments as you may think
from reading Roozen et Van der Hoof but as a ntairlcomplete with an interest rate of
about 18% per yeHF. Furthermore, in Tanzania this pre-financing iedigo pay
producers at a later stage, after sale at auction.

4.1.2.6. The Southern State and fair trade

Even though under international pressure not tdyagyeir own ideas in terms of
development and economic policies, the state resnam attentive player in fair trade
projects.

For example, the Tanzania state is now followindpable agend&® As required
by directives from its development partners (In&ional Monetary Fund, World Bank),
the policy is for the State to exit from the comaiar field whilst still performing a
policing role, which has led to the creation of thanzanian Coffee Board (TCB), a
parastatal organisation (QUANGO) in charge of tlazZlanian coffee industry. The state
maintains a role in the coffee sector and it is enaccurate to speak of a redeployment
rather than an exit. Certainly, TCB membership peroto representatives of the private
sector but the president is still named by the iBees of the Republic and we find several
ministers on the board whilst the only represewgstirom the Unions are also members of
the ruling party. The Nicaraguan state seems toweeker, being simultaneously
constraining, predator and absent in respect oflsand medium producers. It is riddled
with corruption and very weak economically. Itstearity is nowadays very limited by the
impossibility of managing the international finaalci organisations (Solo, 2003).
Suspicious of the cooperatives which are often sagna Sandinista revival, State
involvement is limited to a tax on exports, inciagsred tape and a law with very strict
rules concerning the creation and operation of@emtive. The Minister of Agriculture
administers the cooperative sector at arm's lengtie needs of small producers and
agricultural labourers do not seem to reach eadsth@ distance to Managua has never
seemed so great. The cooperatives are now oblmdsdome a substitute for the state

192 This may appear high but is a favourable ratgemeral commercial interest rates are 47%.

193 Unlike the Tanzania State, the public autiesiin Nicaragua seem to adopt a quite less iateiwonist
attitude (Pirotte & Pleyers, 2005). A leader ofaoperative we met claimed: “The State? Our autiesri
regularly send us administrative papers and forgdoupay taxes. We have no help from the State in
Nicaragua. For example, the State do not pay agineer to help the cooperative”.
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which is progressively ceasing its traditional relech as providing loans or training for
farmers, and are sometimes even having to go asfnancing public works.

As we emphasized above, despite the coffee prisescthis product still generates
a significant part of the export income for thea® tountries, from which the state gets
some of its revenues. For the State, the issue maximize its potential profits. The
Tanzanian State is seeking to control the sect@viajuating the efficiency of current rules
and changing them when necessary. For example2d@& Coffee Industry Act decrees
that private buyers can not repossess their codfexport it and is intended to weaken the
position of private companies and curb non-comipetisituations at local auctions (local
market). The State's control is not only achievedhe legal developments but also at the
auctions. This is controlled mainly by a tax of%.3evied by the TCB on any type of
coffee purchased. So as to ensure that pricesigierhthe State has a vested interest in
making auctions as competitive as possible. Thezd@sian State extends its control by
deciding whether or not it will act as guarantar f@nk loans applied for by the Unions to
purchase their production at auction. In 2002 tthegided to weaken a Union that had got
too strong by refusing to guarantee a bank loanesigd by the KNCU, at a time when the
Union was facing problems with dissident base coatpaes. A year later, the State
intervened to help the KCU get a loan when faceti ompetition from mainly Ugandan
private companies. According to the TCB Directbe State has no influence on fair trade
projects, which are responsible for a very smalrshof exports. The project is not
however without interest for the State. Firstlyir faade contributes to the increase in
auction prices by ensuring that they are at leaséleto world market rates. Secondly, the
State is now the joint owner with the KCU of antarg coffee plant that was bought using
the fair trade bonus; the state will get divideridee plant makes a profit.

4.2. Analysis of fair trade efficiency (testing the Fairtrade Labelling
Organisation method)

The efficiency of a project is mainly determineddryanalysis of its costs and benefits.
Because of the difficulty in obtaining valid numbewxhich are only useful for the case
being evaluated and for producing research thafigst the wishes of support committees,
we decided to take part in the development of a wawy of determining a fair price which
was being studied by the Fairtrade Labelling Orgaion, which is based on taking into
account different industry costs in the South.

We used data collected from two areas: Tanzanitie@oand Costa Rica (banana).
These areas were chosen in discussion with theosuppmmittee due to their relative
specificities, especially that related to the tygefair trade organisation working in the
country®. In Tanzania, the partners are the Unions, feidersiof cooperatives that each
contain about a hundred cooperatives with totalobnmembership of around 50,000
(KCU) to about 150,000 (KNCU) individual producegsowing coffee on small family
plots (0.4 ha on average). In Costa Rica, the pailisna cooperative of 68 partners with
200 labourers. They cultivate 307 ha of bananasivabpnt to 4.5 ha per partner. This

104 At the Fairtrade Labelling Organisation's request also performed the exercise for coffee in €ost

Rica, which was not a field of study in this resdarAs for Ghana, the study was done before we had
all the information needed to do the test and icakigua we were not able to collect useable data to
test the method. Finally, we co-financed two stuslevho did the exercise for honey in Mexico but
the results are confidential at present. Generd#tlg, different consultants involved in this exegcis
have commented on the great difficulty in usingithich has led to the Fairtrade Labelling
Organisations revising it recently.
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exercise will shed light on the limitations of thethod in its conception and in its use and
will suggest ways of resolving them. It providebraakdown of the price in the South and
we make recommendation based offit

4.2.1. The formula for determining a fair price*®®

Fairtrade Labelling Organisation suggests thatngsv formula for determining fair
prices should include the following:

FTP=COP + COL+ CFT + FTI+ OD = QD + GD.

FTP =fair trade price

COP =actual cost of production

COL =actual cost of living

CFT =costs of complying with fair trade standards
FTI =fair trade investment premium

OD =differential for certified organic production
QD =quality differential

GD =geographic differential.

4.2.2. Tanzanian coffee: cost analysf¥

In Tanzania the individual producers are at a digathge because they produce a
very small quantit® on a small plot of land. The average cultivateelaais 1 acr&®
which contains about 540 coffee bushes and theahmpraduction is about 250 kg / acre
(625 kg/ha). The commercialisation of coffee in Zama is special. There is an
unavoidable intermediary between the producersthadexporters: the auction. It is an
auction that allows the state to control the Tar@agoffee industry. The Unions are both
sellers and buyers in the auction (since 1990 fBkand 1994 for KNCUY°. In the latter
case this means that they buy coffee at the autmiexport it then resell it to the importer.
In reality a large proportion of the coffee thagyhexport comes from their members which
means that they 'repossess’ their own coffee. Reps®n is not a purchase (if fact, the
Unions sell to themselves) because the coffee dyrdeelongs to them (or to their
members); the only costs involved are the taxeastedlto the operation of the auction
itself**%. Coffee for the fair trade market is thereforpdssessed' coffé&
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For more developments, see Appendix 8.

For a description of the different items see Apjie 8.4.

Vancutsem, S., Report on mission to Tanzania,u&tig003.

Less than 250 kg per acre per year.

199 0.4 ha.

10 The fair trade organisations have provided canrsidle support for the establishment of the export
offices of both Unions.

1,5 % TCB levy + 0,25 % research costs + 20% WKITCB levy, percentages based on coffee
purchase prices.

A proposed rule for the sector suggested thabrglinic or speciality coffee should be considered
exempt from the requirement to go through the auctrhis will concern fair trade coffee, whether
organic or not. The act had not yet been publistleeih we were in the country (June 2003).
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A table in the appendix 8.5 shows the share ofytan destined for fair trade for
the two Unions (KNCU/KCU}™ Looking at this table, we can see that the shéafair
trade production is more variable for the KNCU (fra3% in 1994/1995 to 23% in
2002/2003 of the total volume sold at auction bg thnion) and more constant for the
KCU (around 8% for the last three years). At themedime, fair trade production is a
relatively small share of total production (e.gsitarely above 8% for the KCU).

4.2.2.1. Cost breakdown for Tanzanian coffee

Using the Fairtrade Labelling Organisation methibe, COP, COL and CFT have been
determined. The data were usually obtained frontiaffbodies such as the Ministry of
Agriculture or the National Statistics Office. Thewre then checked in different ways.

Determination of actual costs

Using this method, the researchers calculated theabfarm gate and FOB costs of
production.

- Determination of farm gate COP

The actual farm gate cost of production was catedldor Arabica mild coffee
from individual members of cooperatives affiliaténl the KNCU in the Kilimanjaro
region. For the 2002/2003 seaS¥nthe actual farm gate production costs were 374.5
US$/ha, which is equivalent to 0.603 US$ / kg (6887kg)™'®. Against the instructions
from Fairtrade Labelling Organisation, the researshhave used the minimum legal
salary'’ to determine real farm gate COP because the ekting to actual salaries in the
target region were absent. In reality, producersiotodo all the work needed to maintain
normal levels of production due to a lack of fuadsl the poor profitability of coffee.

For the 2002/2003 season, the payment to the KNfdugers (600/700 Tsh/kg)
was slightly above the farm gate COP. For this@gathe Union's payment to producers
just covers the actual farm gate COP. As their pctdn costs are barely covered, they
have to meet their essential needs using other srgafe of bananas or other businesses).

- Determination of actual FOB COP

We calculated the actual FOB cost of productionAaebica mild coffee for four
different seasons: 1993/1994, 1998/1999, 2001/20@22002/2003°, For the 2002/2003
season we got an actual FOB COP of 1,284 US$/ttemevalent to 1.3 US$/kg).

We found large variations in the actual FOB COPrdiee. This is mainly due to
the producers adapting to large variations on thhedvmarket. They cut back on their
production costs when the world price is low. Ir galculations, we used a conversion
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See Appendix 8.5.

The actual farmgate COP were not calculated foeroseasons. The researchers therefore used the
prices paid to producers to replace this part efRairtrade Labelling Organisations formula.

The official currency in Tanzania is the Tanzarnghilling (Tsh). One US$ was worth about 900 Tsh
in 2002 and 1,000 Tsh in 2003.

See Appendix 8.6 for cost details.

17 Minimum monthly legal salary in 2002/2003: 45,00¢h (45 US$).

18 In Appendix 8.10, there are the actual FOB CORuations for Robusta coffee for individual
members of cooperatives affiliated to the KCU. Ehesiculations were obtained for 4 different
seasons: 1999/2000, 2000/2001, 2001/2002 and 2002/2
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factor*? for the transformation factory. For Arabica mildere is a loss of 20% during this
transformation (transforming '‘parchment’ coffe®istean’ coffee).

- Determination of actual COL

The evaluation of the actual cost of living is lthe® a study on the consumption
of Tanzanian househofd8 This data does not relate specifically to coffeeducers.
They are averages obtained in the countryside &danger sample than the group of small
coffee producers, which is contrary to the methodiguction$?.

The average annual cost of living for a housetf6i@000/2001) in the Kilimanjaro
region is 69,440 x 12 = 833,280 Tsh (969 US%)

Determination of sustainable costs

According to the Fairtrade Labelling Organisatioethod, the minimum fair trade
price should cover at least the COP, COL and th&'¢Ro meet the principles of fair
trade. The sustainability is measured by three ofacttechniques that are more
environmental-friendly, good living conditions ademocratic nature of the organisation.

- Determination of farm gate cost of sustainabledurction (COSP)

The COP must allow the current level of productiorcontinue. The COSP must allow
the quality or quantity to be improved. To evalute COSP, we calculated the costs
related to using techniques that are more enviromahdriendly. To produce using these
techniques requires that less or no chemicals s&d and greater attention must be given
to all the production operations with an improvedoduct quality as a direct
consequencé>.

For 2002/2003, the sustainable farm gate COP fabisa mild is 520 US$/ha and 0.83
US$/kg (830 TsH%kg)'?"*? The sustainable farm gate COP is greater tharathesl

19 To compare, there is a loss of 50% during tkisgformation stage with Robusta coffee, this métans

uses twice as much ‘cherry' coffee as you getrittadfee.

Study conducted in 2000/2001 (Household Budgetve)), which aimed to collect information on

consumer expenditure of Tanzanian households. €pert also shows the comparison between

expenditure for an individual (in the countryside Tsh for 28 days) during the 2000/2001 and

1991/1992 seasons as well as a table showing #vage breakdown of expenditure for a person for

food, medicine and health care, education and aibsts.

See Appendix 8.11 for a description of the averagel of expenditure (by person and by household)

for 28 days and by zone in 2000/2001.

Average household in the Kilimanjaro region: pebple.

123 Actual COL for the Kagera region (KCU): 55,800 = 669,600 Tsh (779 US$).

124 The CFT are included directly in the calculatafrihe sustainable COP and COL.

125 For the Kilimanjaro region we have obtained fayate COP which take into account two factors. For
the environment: use of integrated pest managerfieM). Calculations were provided by Mrs
Mkamba, Regional Secretary Agriculture Officer aRdgional Agricultural Adviser — July 2003,
Moshi.

126 As already mentioned, one US$ was equivalenbtm&900 Tshin in 2002 and to 1,000 Tsh in 2003.

127 See Appendix 8.14 for the calculation details.

128 On the one hand, the costs related to the usheshicals are lower in the sustainable farm gat® CO
(spraying chemical products — work — and costs sihg fungicides and insecticides — inputs /
services) but on the other hand, the costs retatédferent operations are increased in the soabde
farm gate COP (pruning, weeding, fertiliser apgtiien, harvesting, pulping, drying). In reality,
greater attention to every stage of productiondases the labour costs.
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farm gate COP (by 0.227 US$/kg or 227 Tsh/kg). byithe 2002/2003 season, the price
paid to producers by the Union (600/700 Tsh/kg) md cover the sustainable farm gate
COP (830 Tsh/kg). The long-term security of theoduction is therefore not certain.

- Determination of COSP FOB

They are calculated for the 2002/2003 season flfarstistainable farm gate COP.
The other elements are identical to those usedalculate the actual FOB COP. The
sustainable FOB COP is 1,556 US$/tonne (equivaterit6 US$/kg)®. The sustainable
FOB CORP is slightly higher than the actual FOB COP.

- Determination of sustainable COL

Using the Fairtrade Labelling Organisation Methtite sustainable COL must
address the difference between the actual saladyaasalary that allows one to live
decently with actual salary already having beertdeth in actual COL. However, as the
actual salary is not known, we used the Tanzanigwmmum legal salary. The sustainable
COL is then the difference between this salary anshlary that allows people to live
decently (the minimum salary does not). For thenkahjaro region, the sustainable annual
COL per household is 969 US$ — (12 x 45 US$) =U3$. It should be emphasised that it
iIs an evaluation of the COL for a household thatkedull time at growing coffee. As
soon as the household has other revenue souraesdfops, bananas, small shops...) this
has to be reviewed to reflect the proportion oftimvolved in coffee growing.

Determination of CFT

The CFT are the costs of meeting fair trade cetdriespect of the fair trade criteria
leads to sustainable production, in other wordspeet for human dignity. Sustainability is
defined by three factors: decent salary, use ofeneovironmental-friendly techniques and
democratic nature of the organisation. In the datans for the sustainable COP and the
COL, the first two factors are taken into accodiite CFT therefore cover mainly the costs
of the democratic organisation. However, in Tanaahe producers have been organised
into cooperatives for a long time, long before thelations began with the fair trade
organisations. These costs are not therefore celetethe partnership with fair trade
organisations®.

It should be noted that the CFT should also cavercommunication costs that are
used to make the good development of the projesieeaNe were not able to evaluate
them in the field in Tanzania. Nevertheless, wakthat the operating costs of the export
offices — whose setting up was heavily supporteddiytrade organisations — should be
included.

Determination of FTI (fair trade investment bonus)

The FTI is used to make sustainable developmergsinvents. Many different
types of investment can be imagined. Given the daian situation, it seems crucial to
invest in new plants so as to maintain productioality. Most coffee bushes are more than

129 gSee Appendix 8.15.

130 One should note that sometimes the cooperativéei South are very formal. In some instances they
are very state dominated and do not respect detioprinciples, allow the participation of workers
or have the autonomy of traditional cooperatives.
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25 years old and their productivity is getting les&l less. The annual costs of replanting
(FTI) are 88.1 US$/ha (141 US$/tontid)

4.2.2.2. Determination of fair prices using the Fairade Labelling Organisation
method

The formula for determining fair prices in the Raide Labelling Organisation
method uses the following factors: FTP = COP + GOLFT + FTI + OD £ QD + GD

The last three factors in the formula (OD, QD et)GiZre not calculated in the
field as Fairtrade Labelling Organisation intendsfitx them themselves initially. As
already mentioned, the CFT, in terms of democratiteria and communication costs,
were not calculated but can be considered as ilytaaro in the specific Tanzanian
circumstances. On the other hand we calculatedrTielt is a proposal. For this reason,
we have not added it to the COP and COL. We siragty the sustainable COP and COL.
It has to be remembered that our calculations gelat Arabica mild from individual
producers who are affiliated to KNCU cooperativasthe 2002 / 2003 season.

The sustainable FOB COP for Arabica mild (2002 02G0season) is 1,556
US$/tonne, equivalent to 1.56 US$/kg. As we havadd the COP and the COL using the
same units, we will convert the COP into kilograpes year. To do this, we use the fact
that producers in the Kilimanjaro region produceasarage of 250 kg / year of parchment.
Therefore our sustainable annual FOB COP is eqerivadb: (1,56 x 250) = 390 US$/year.
The sustainable COL for the Kilimanjaro region floe 2002 / 2003 season is equivalent to
429 US$lyear.

By adding the sustainable FOB COP and the COL we 380 US$/year + 429
US$/year = 819 US$/year. To convert this figure ibiS$/kg, we divide by 2567 This
gives us a price @3.28 US$/kg.

To conclude, we have prepared the table belowdbraipares actual FOB COP and
sustainable FOB COP, market price, fair trade paine new fair trade price.

Table 12: Arabica mild/KNCU - comparison of actualCOP FOB, sustainable COP
FOB, market price, fair trade price and new fair trade price (1998/1999 — 2001/2002 —
2002/2003) in US$/kg

Season Actual Sustainable Market Current fair | Price according
COP FOB | COP FOB price’® trade price to the new
method"**
1998/1999 2.64 US$/kg N/A 2.73 US$/Kg 2.8 US$/kg N/A
2001/2002| 1.33 US$/kg N/A 1.3 US$/kg 2.8 US$/Kkg N/A
2002/2003| 1.28 US$/kg| 1.56US$/kg| 1.34US$/kg 2.8 US$/kg 3.28 USS$/kg
(+ FTI=0.141
US$/kg)

It has to be remembered that the actual FOB CO&irwat for the 1998/1999 and
2001/2002 seasons are based on a farm gate COR istequivalent to the price paid to

131
132
133
134

See Appendix 8.7.
Because producers produce an average of 250rkgepein this region.

Average of normal market prices during the sedaantion price plus FOB).
The CFT + FTI are added to this price.
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producers (due to a lack of accurate data). Fon saason the market price is about the
same as the actual FOB COP. The current fair Priée always higher than the market

price, the actual FOB COP and the sustainable FQH? G2002/2003 season); this

corresponds to the Fairtrade Labelling Organisagpionciples according to which the fair

price (including the bonus) must always be gre#itan the world price and must also

always cover the sustainable FOB COP.

In reality, we note that the fair price determinggthe new Fairtrade Labelling
Organisation method is much greater than the cufan price; the difference is 0.48
US$/kg. We must still add to this a CFT cost (deratic and communication criteria), the
investments required to maintain production (F&hd other differences (organic, quality
and geographic) must be taken into account. Assaltreeven though the use of the new
method for determining fair prices is possiblagefjuires a special effort on the part of fair
trade organisations.

4.2.3. Bananas in Costa Rica

For bananas, the fair trade organisations in CBgta work with a cooperative of
workers and partners who own the plantation. Thisperative, COOPETRABASUR, is
currently one of the leading producers of fair &dshnanas for the European market.
Located in the South Pacific region, it was foundethe beginning of the 80s by Chiquita
ex-employees. Since its certification by the Fad& Labelling Organisation in 1997, a
large part of their production has been sold utidefair trade label.

In Costa Rica, producers are not at a disadvartiagause of the volume of their
production or because of the size of the productimme®®, but because of the difficulty in
accessing the market and as a result of the delisatiation in which they found
themselves when Chiquita, their main client, drappehent®”. In reality,
COOPETRABASUR has contracted to supply a fixed nemdf cases of bananas every
week to AGROFAIR®®. This Dutch company is the sole importer of faizde bananas
from COOPETRABASUR. Half of it is owned by produsewith the fair trade label and
50% by the Dutch non-governmental organisationjd8ablad. It has agreed with the
cooperative to try and sell at least 60% of thiedi amount under the fair trade label.
However, cases that are not sold under the fadetlabel are put in waiting and sold at the
best price for the normal banana market (non-farket). COOPETRABASUR has also
contracts with normal banana importérs

4.2.3.1. Cost breakdown for bananas in Costa Rica
The COP, COL and CFT were calculated using thetrade Labelling Organisation

method. These factors were obtained from the figldthe presence of officials from
COOPETRABASUR but also, for a significant part,frgovernment agencies such as the

135 Which is equivalent to the minimum guaranteedenver the three seasons because the world price

was lower each time than the minimum guaranteez pri

Productivity: 36 tonnes/halyear; surface areal®@nd 4.5 ha per partner.

See the report of the mission to Costa Rica.

138 E.g. for 2003, COOPETRABASUR had to deliver 7,2@8es of bananas per week to AGROFAIR (a
case of bananas weighs 18.14 kg). It is paid in.U®%# official Costa Rican currency is the colds. |
exchange rate was 1 US$ = 400 colon in June 2003.

139 E.g.in 2003, 87% of the exported production aas to AGROFAIR and 13% to a normal importer.
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National Banana Corporation (CORBANA), the Natiosahtistics Institute (INEC) and
the Ministry of Agriculture and Farming.

Determination of actual costs
- Determination of farm gate actual and FOB COP

The search for information on the farm gate actmal FOB COP was quite a difficult
task. An average actual COP for 2002 was obtaimech f{CORBANA™. It is 4.6
US$/cas&™. The details of this figure are not known and we mbt know which
production stages are included and which are erdutt must be used with caution. We
cannot even use it to determine the actual farm GaP.

Firstly, it is an average cost for all banana pomis in Costa Rica but almost all of
them are on the Atlantic coast. They are geografifimear to San José, with its
distributors of agrochemicals and cardboard boXe®OPETRABASUR, due to its
geographic isolation, has higher transport costgtfoinputs. We should also remember
that the figure of 4.6 US$/case is a national ayem@ost which takes into account the best
producers (producing more than 3,000 cases of laafiam per year) and the
disadvantaged. It does not reflect the reality hafse in difficulty. For information, the
productivity in COOPETRABASUR in 2002 was 1,715esba.

- Determination of COL

The INEC*? does not have data on the actual cost of livingasta Rica. However the
institution has calculated the poverty level foe #ountry inea de pobrezg®. It is the
minimum required by a person for a household tefyaits members' basic needs (food
and non-food). The monthly limit for poverty durig§02 was 22,714 colons per person in
rural areas (56.80 US$). The average householdstedsof four people in rural areas in
2002. The COL for a household to live decentlyhisréfore a monthly minimum of 4 x
22,714 = 90,856 colons (227 USS$).

According to COOPETRABASUR managers, the familydhegenerally male, is
usually the only worker. As a result, his monthdyasy must be higher than 90,856 colons.
The theoretical hourly salary of the cooperatiwetgkers in 2002 was 357 colons (0.9
US$). This is equivalent to a monthly salary of2B%6 colon&** (357 x 8 hours per day x
26 working days per month).

Lodging is provided free of charge to staff by ttmoperative. The only costs
related to lodging are water and electricity chargéhis saves the labourers between
15,000 and 20,000 colons per month (37.50 — 50.88)UAs a result, the theoretical
salary is just enough for the family not to be averty. It is important to bear in mind that
it is a theoretical hourly salary because the coaipe labourers are not paid on the basis
of the number of hours worked but for the work céetgrd. There is a specific payment for
each task (banana field maintenance, harvest, gaaka.). The salary can therefore vary
greatly depending on the quality of the work domwetlie employee. In other words, the
more a worker works, the more money he gets.

140
141
142

Corporacién Bananera Nacional

Reminder: a case of bananas weighs 18.4 kg.
National Statistics Institute.

143 See Appendix 8.18.

144 Equivalent to 185.60 US$.
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Determination of sustainable costs

The minimum fair price must cover the COP, COL &' to satisfy the fair
trade criteria (respect for the nature and humgniti). The researchers used calculations
performed by COOPETRABASUR. The cooperative hadutated its production costs
for 2002 taking into account the costs associatéith air trade certification: The
sustainable farm gate COP are 3.82 US$/¢asmd the sustainable FOB COP are 4.91
US$/cast’**® It seems that the current fair price of 6.00 W8$é of bananas (not
including the bonus§® covers COOPETRABASUR's sustainable production scost
However, as mentioned above, only some of the mtomtu is sold under the fair trade
label. The remaining cases of bananas (around 2@8wold on the normal market. These
are sold for much less than 6.00 US$/case and eften for less than 4.91 US$/case.
However they correspond to criteria imposed orncti@perative by the fair trade.

Determination of CFT and FTI

The CFT were included directly in the calculatidrntlee sustainable COP and COL.
Actual CFT are very difficult to calculate because curidegislation in Costa Rica covers
some of the requirements related to fair trade.\VAden Alan (a Fairtrade Labelling
Organisation Costa Rican manager) suggested, uidle determined on the basis of the
Fairtrade Labelling Organisation' ‘fair trade sta$ for bananas’; all the costs that are
really extra requirements compared to the obligaticelating to work, health and the
environment that the Costa Rican legalisation megushould be identified, and it should
then be calculated to what extent that involvesaerkpenses for COOPETRABASUR.
The same remark applies to FTI.

4.2.3.2. Determination of the fair price using thé-airtrade Labelling Organisation
method

In Costa Rica, the actual data could not be obtafram COOPETRABASUR that
wants to avoid their broadcasting in order to aveidakening its own position in
negotiations concerning the minimum prices for lb@sa We however produced the
following table, but the abovementioned limitatieisuld be kept in mind.

145 The CFT are included directly in the calculatafrsustainable COP and COL.

146 See Appendix 8.19.

147 See Appendix 8.20.

148 Note that the current accountant, appointed B220as done this analysis only for the years 20GP
2003. This type of analysis had never been donerédier arrival in the cooperative.

149 Reminder: bonus = 1.75 US$/case.
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Table 13: Bananas — Comparative overview of actu@OP FOB, sustainable COP
FOB, mainstream market price, current fair trade price and new fair trade price

(2002) in US$/case

Season Actual |1:5C0)B Sustainable Ma_rket Current. failr51 Prlfoetﬁgcr?és\;ng
COP FOB COP price trade price 52
method*
>4.91
2002 4.6 US$/case | 4.91US$/case (g(i?v/g:ﬁel 6 US$/case | 4.91 US$/case
and 4)

The price calculated using the new method is iafeio the current fair trade price.
However, the CFT and FTI — which are difficult twt@ally evaluate — have to be added to
this figure. It also has to be underlined thatha@ligh the current fair trade price might
seem high, it is compensated by the fact that hah@ production is sold at this price; if
the demand is low, part of the production can lie abprices as low as 1 US$/case.

4.2.4. Conclusions

The current system for fixing fair trade prices sug®ices that are determined by
experts and based on world commodity prices andnresy failings. Firstly, there is no
standard used by all the Fair trade organisatianghe system is not transparent to
consumers. Furthermore, since the price variesripg on the Northern organisations, it
does not give an equal access to the market fosdlhern producers. Lastly, the current
system is not always in harmony with current conuiarpractices. The price paid to
producers does not always correctly reflect thefua production costs.

To overcome this problem, the Fairtrade Labelling@disation took upon itself the
complex task of improving the method of fixing @scused by the fair trade organisations.
To do this, the Fairtrade Labelling Organisatiovaleped a new method that could be
applied to any product in any country. Our testthaf method led us to making a number
of negative criticisms and recommendations thatehbgen provided to the Fairtrade
Labelling Organisation.

Some changes are required before implementingnéws method for fixing prices;
this will allow it to be used under optimal condiis. In fact, when testing the Fairtrade
Labelling Organisation method, the consultants lgaglat difficulty in collecting the
information required for determining the fair pri¢aurthermore, the costs generated by the
research aimed at getting all the data for thetfaaie Labelling Organisation formula
could endanger the long-term viability of the féiade movement. Vagueness in the
terminology led to confusion in respect of sevdealtors or operations that had to be
evaluated. Additionally, the formula is not alwalys agreement with the fundamental
principles of fair trade, specifically when the itrprice is low and the FTI is not paid to
producers. On the other hand, when the world grmams, the method suggests that the

130 Average of COP, also comprising the most progragtiantations.

131 The bonus (1.75 US$/case) must be added to tigis. p
152 CFT + FTI must be added to this price.
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fair price should always be greater than the wepride. In this case, it is the consumer's
access to the market which is threaténed

Fairtrade Labelling Organisation' management ararawof the difficulties and
searching for a solution. New proposals and/or ghann the formula's components have
been introduced in a recently published Fairtradedlling Organisation repdrf. The
changes made by the Fairtrade Labelling Organisaie mainly aimed at simplifying the
formula's application whilst finding a compromisetween fair trade and market realities.
A weighted COP is proposed so that an average GBBe used” and adjusted for areas
not investigated. The CFT and FTI are now evaluaedixed amounts, which bring us
back to the current system but are more practmwélowercome the difficulties encountered
when trying to estimate these two factors. Thangded us to calculate the different costs
for the industries in the South and this showed tha market price was insufficient to
support production and even more so for sustainptdduction (in terms of paying the
producer and respecting the environment). Even ghees paid by the fair trade
organisations did not always guarantee'thiand when they did, there was the problem of
the small volumes that go via this rotife This situation partly explains the confusion that
is present in the field as to the perception arel afsthe fair trade bonus. One sees that
sometimes it is used to top up a lack of incbtheThe first Fairtrade Labelling
Organisation proposed method had to allow to nteete problems regarding covering the
sustainable costs of production (including fair paynts}>® but could prevent too
expensive producers from having access to the mafkeonsumers. In the new Fairtrade
Labelling Organisation proposal, these two aspantsbalanced. The use of an average
production cost is problematic for sofffe This difficulty should be resolved in some
cases by using the proposed weighting method. éncse of coffee coffee, the fixed
bonus should be higher than that which is currgpeig so that (some of) it can be used for
collective interest§’. In conclusion, despite the serious difficultiesceuntered, the
decision to be part of this process meant that evddctake part in a crucial development
for fair trade. At the same time, it has shed light the different costs supported by
producers and their associated difficulties as a&ltonfusion concerning the bonus.

133 students working in Mexico in organisations supgs by Miel Maya saw this exceptional situation in

the honey market where the boom in prices due ¢oGhinese crisis endangered the fair trade
organisations who could not follow the rise withoisking an unacceptable consumer price. The fair
trade organisation had to negotiate with their posis so that they agreed to sell them honey at a
reasonable price in return for the other servicesviged (training, assurance of long-term
partnership...).

Working Team for Fair Trade Price setting, Faule Labelling Organisation (2004).

This technique is disadvantageous to the lessiexff producers. Eventually, the COP from the most
expensive producers will be used. However, weighfior parity of purchasing power (PPP) and
interest rates seems very suitable for measuring. CO

See the case of KNCU coffee. On the other hdr@sustainable costs of production for KCU coffee
are covered by the fair price.

See the case of Costa Rican bananas.

See Appendix 8.2 and 8.3 for the different udah® bonus and the stresses that it causes andeFig
8p. 84

However, it does not anticipate paying the boamsed at paying for investments if the differences
from the market price are too great.

Unless the Fairtrade Labelling Organisation takigker costs into account.

E.g. increased cooperative export abilities.
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4.3. Evaluation of fair trade using an analytical gid

Based on the declared objectives of several fadetrorganisations, we developed an
analytical grid for fair trade that looks only t& development project aspects (ignoring the
lobbying and awareness-rising parts of the orgénisa work). This analytical grid aims
to provide a view of the arguments and philosoplmgeupinning a sort of 'median
experience of fair trade'. Initially, it was deveéal in the 70s as a means of planning
development projects and is now used by many catiparand development agencies.
This grid (Logframe) shows and analyses the resatd objectives of development
projects in a systematic way. The grid has two el&ist

- A vertical axis that identifies projedbjectives clarifies causal relationships and

specifies the theories that are beyond the coafrtile project managers.

- A horizontal axis that contains measurements of the effectgt@desources used

for the project via key indicators and verificatiohsources.

The basis for Logframe is: from the actions andmsesdlocated to a project, results are
obtained which, together, lead to the project dbjes being achieved which contribute to
larger objectives.

Figure 9: Logframe
Activities

N

/ » Results ——— Project — Overall objectives
Means objectives

This plan when applied to our research projecegs the following:

Overall objectives:
- Improve commercial relations to the benefit of $euh producers.
- Sustainable production and consumption modes.

Specific objective of the fair trade project:
- Improve living conditions for the small producenstihe South and reduce poverty.

Expected results:
- Increased incomes for small producers
- Price stability
- Decent working conditions
- Capacity Building
- Direct access to market
- Improved sustainability

Resources and actions:
- Fair trade bonus (= difference between fair andketgurices)
- Advance payment and long-term commercial partnprshi
- Respect of rights, democracy, transparency andegessles
- Investment in equipment, technical support and canity projects
- Market access, improved production quality, newdpats
- Return on investment, diversification, and enviremtal effects.
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4.3.1. Summary of results - Table 14

Expected results | Nicaragua (Coffee) | Tanzania (Cof®@ | Ghana(Banana) | Costa Rica (Banana)
- Increased incomes for smallRelative Relative Relative Yes.
producers Bonus paid to producers:Bonus sometimes paid toBonus orientation? Allocation of part of the bonus

cooperatives. income for daily survival.
Price stability Yes Yes Yes Yes
Advance payments andSupport the stability of Guarantee of a base priceAdvance payments and some
some long-term producer prices andand a ceiling per unit. long-term partnership.
partnership&?. maintenance of long-term

contradictory affirmation.  producers but also used byNearly 700 jobs created.(30%).
first and second level Access to minimum net

partnerships.

Decent working conditions Yes Yes Yes Yes
- Gender issues. - Support to cooperativesNotable progress in- Creation of a workers'
- Respect of working ruled by democratic respect of  working committee and  effective
standards. principles. standards and conditionsparticipation in some
- Democratic - Respect of working Respect of OIT decisions.
management (via GA). conditions. conventions. - Cooperative principles.
- Women participate in - Respect of working
decision-making. standards.
Capacity Building Yesat the top of theoop. Yesat the Union level Yes Yes
- Increase in human- Increased export abilities. - Increase in area- Purchase of infrastructure
capital. - Support for strengtheningcultivated, production and investment in
- Improvement in self-esteem in the Unionsvolume and income. equipment.
management methods. (confidence in  their - Better control of - Improved management
- Strengthened export ability). production techniques and  methods and strengthened
management abilities. -  Part of bonus used to payfactors. management
Union operating costs. competences.

162
163

In reality: average prices have fallen over Srgdmut less than in the rest of the country dutécshare of fair trade exports.
In reality: average prices have fallen over Srgdmut less than in the rest of the country dutécshare of fair trade exports.
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Direct access to market

Improved sustainability

At the second level (UCA) At the bottom: At producer level:

and bottom: - Technical assistance - Improved production
- Improved management(training, seminars, etc.).. techniques.

method. - Diversification  towards - Various community|
- New production organic production. projects.

techniques. - Support for quality

Many community projects. improvements.
- Producers' self-esteem.
- Investment in transformation

plant.
Yes Yes Yes Yes
- Support for quality - Development of export Participation in the 3.8% Sales on European market (y
improvements. offices. growth in Ghana's non-AGROFAIR) but insufficient
- Support for production conventional export autonomy (see below).
diversification. revenues.
Yes. Relative Relative Relative
Relative autonomy from fair Export autonomy and openingEcologically: use of more More environmental-friendly
trade exports. of markets other than fairenvironmental-friendly techniques but
Starting to apply trade. methods by reducing 1. Change to organi
environmental-friendly Use of more environmental-chemical fertilisers' use impossible.
initiatives. friendly methods. but not stopping it 2. No export autonomy
Demonstration that it is aNot enough demonstrationentirely. from fair trade.
social safety net duringeffects at the social level. Economically: 3. No diversification of
coffee crisis. insufficient autonomy clients.

from the state and fair

trade organisation.

ia
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Objectives Nicaragua Tanzania Ghana Costa Rica
Specific to fair trade
- Improve living conditions fo YES YES YES YES
small producers
General YES YES YES NO
- Improve commercial relations to Market access. - Market access. - Market access. - Market access.
the benefit of Southern producers- Export ability. - Export ability. - Export ability. - Export ability.

- Sustainable production methods

- Improved production
quality (more
competitive).

YES
More environmental-
friendly production
techniques.

Respect for workers' rights

and gender issues.
Improved producer
incomes.

- Improved production
quality (more
competitive).

YES
More environmental-
friendly production
techniques.
Respect for workers'

Improved producer
incomes.

5 rights and gender issues

- Improved
production quality
(more competitive).

BUT
highly dependent on
AGROFAIR

YES
Improved respect for
workers' rights.
Granting of minimum
revenues to allow
.workers to survive.
Slightly more
environmental-friendly

production techniques.

- Improved
production quality
(more competitive).

BUT
highly dependent on
AGROFAIR

YES

More environmental-
friendly production
techniques.
Respect for workers'
rights and gender
issues.

Improved producer

incomes.
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4.3.2. Comments on the analytical grid

Theoverall objectivesare achieved virtually everywhere to a varyingeektFrom the
analysis of the analytical grid, it appears thattfade:

- improves commercial relationships and access ferdifit markets
by allowing access to international markets through

» developing export abilities (Tanzania),

» establishing commercial relations with new partraard not only with the fair
trade sector,

* access to specific niches in the world market (lgjgality, organic products),

» price stability that is important during crisis étlcoffee industry experience is
informative!).

- allows family and cooperative production methodbdasustained

» at the social level, by respecting working condisdcf. OIT rules in Ghana,
cooperative principles in the other 3 countrieg) promoting a reflection on or
implementation of a strategy to empower (some) fempeoducers,

e at the economic level, by guaranteeing a minimuvemae (Ghana), by
stabilising these revenues (which allows peoplesicape from the dependence
that results from a cyclic sector),

» at the environmental level, by promoting organiocdurction or the use of more
environmental-friendly production techniques.

It is very difficult to deal with the question ohd 'improvement of living
conditions' solely in monetary terms. In realityyaading a fair trade bonus does not
always result in increased revenue for small pred&®. More usually, this bonus is paid
to the cooperative that is responsible for allowathe bonus, depending on the needs of
the moment, towards the business needs (CECOCAFHIrzanian Union investment in
a transformation plant) or solidarity / developmemeds (social investments: health,
education...).

One can consider than any investment made by aecatiye contributes directly or
indirectly to an improvement in living conditionsrfits members. However, this seems to
be a bit too vague to us. One can increase thaitiefi of living conditions to include
aspects other than incomes so as to take into atqmalitical, social, cultural and
environmental factors. In this case, as we savhénanalytical framework, it seems that
fair trade does help improve living conditions ksing production techniques that are less
dangerous to the producer's health and the enveotnand, whether using local
cooperatives or not, fair trade projects promottebeworking conditions and greater
dignity.

184 This would first imply that one is able to measwith accuracy the level of incomes related to fai

trade! In Nicaragua, it is quite difficult to measyrecisely how much the producers' incomes have
increased for the following reasons: some of thewvehincomes from sources other than coffee (small
shops, market vegetable stall...). Additionally, eoting such data requires survey techniques that
require much more time. Nevertheless we can getindication of these data by basing our
conclusions on interviews conducted with produéersooperatives affiliated to CECOCAFEN and
by using data collected by other surveys.
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The cultural part of the life of a small producer inore difficult for us to
understand and is not taken into account in outhatet Compared to other fair trade
sectors (such as crafts) where the question is nmgpertant, we do not think that the
introduction of fair trade projects in food sect@sch as coffee or bananas, has a negative
impact on the local small producers' culture. Gelyathe offer is always adjusted in
accordance with commercial criteria defined in Nath and the quality process is very
much in evidence in our four areas and it is eglgcNicaragua that confirms this
process. Generallypne can suggest that by allowing the continuation fofamily
production (because fair trade deals with small prducers) it is more respectful than
trying to replace peasant production with modermicagiural cultivation methods.
Additionally, fair trade allows small producers keep their land and also helps stop the
rural exodus with the assistance of other developmmjects®.

Politically, whilst fair trade projects originallyargeted countries with alternative
development policies (Algeria, Nicaragua, Tanzaaimention only a few), there is now a
trend to apoliticism in the South (cf. criteria fentering a Nicaraguan cooperatffe
Costa Rican producers not favouring the developrataonion representation within their
plantation). This apoliticism contrasts with hightwlitical the lobbying and advocacy
policies in the North. The North's slogans - 'aeottvorld is possible' and ™rifle" our
shops, not the third world' - are hardly heardhie South At a time when Oxfam appears
as an important player in the international antibglisation movement. everything is
happening as though the fair trade movement ongwkiproducers in the South and
consumers and decision-makers in the North. I&iheis really to trade rather than giving
aid, are solidarity and justice (the guiding prples of many fair trade organisations in the
North) only to be used in debates in the Northiibit another way, a gap has developed
between the fair trade organisation's strategyhe South, aimed at producers (business
dominates), and their strategy in the North, wheresumer and volunteer solidarity are
priorities. It seems to us that a lot more eff@tréquired to give political freedom to
marginal small producers, give them the weaponspiteetheir illiteracy) that they need to
fight their enemies in the local political scene.

4.4. Fair trade impact analysis

4.4.1. Advance impact analysis

Fair trade impact analyses are regularly done uaingriety of methods. They have
great importance for the movement. Whilst appliedtlie South's producers, they are
above all important for the lobbying and advocacgtegies in the North (showcase effect)
because they are presented as proving the behedfteats of fair trade experiments for
their beneficiaries to the North's consumers anlitiged decision-makers. This is why
these studies are usually ordered or even stegrtbldair trade organisations themselves.

185 We would certainly be less optimistic if we haddied mass production - sometimes with marketing

criteria developed by the fair trade organisationghe basis of Northern 'exotic' criteria — ofllam
or '‘Ghana' batik, sandals or T-shirts by smalltsraén.

The mistrust vis-a-vis any political commént is very huge among a cooperative sector that
Sandinist regime contributed to develop. Some lesadiecooperative we met claimed : “The worst thing
should be to politicised cooperatives” (...) “ Pedsdives thanks to their work not thanks to potitic
commitment” (...). “We have always been working varych here. That's very important not all thesetgraf
and political corruption”

166
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The analysé$’ of fair trade production conditions that predate work provide a

number of indicators:

Impact on incomes and living standaré&aul Hopkins (2000) showed income growth
of 28% and 9% (related to the number of benefiegriin coffee fair trade
experiments. This growth is clearly confirmed imeat studies, among others the one
by Ronchi (2000) in Costa Rica, but mainly at tloeperative level. The available
capital in first level cooperatives had increasg®B5% in 10 years of Fair trade. This
growth is however less obvious in other studiepeeislly at the producer level. The
advantage of fair trade is based less on incomeatgrthan on the formalisation of the
relationships between producers and importers gyrapnt for the crop, price stability
and commercial relationships). Incomes from faadé are usually defined as flexible
and additional income, not always enough to live(a@towing the producers to make
ends meet). The DFID study in June 2000 on faidegran Ghana and Tanzania
highlights the difficulty of measuring the real iagt of fair trade on the local farmers'
incomes. The revenues produced by fair trade ardittte and represent too small a
part of the total production of the groups studitds not necessary to separate the
impact of fair trade and normal trade at the preduevel. The authors of this study
emphasise that the only difference is the paymémt fair bonus, which is not paid
directly to the producer but to the production cerapives, and so is not a real
encouragement for the individual producer to inseetheir production for the fair trade
market. As a result, the way in which producersaypersonal benefit from fair trade
depends on the efficiency of the cooperative. ERemchi's study had difficulty in
showing that incomes had grown due to fair tradénatproducer leveln conclusion

all the combined factors do not allow to say whetiaé trade produces benefits in
terms of a fair price for the producer. Howeversieasier to identify the benefits of
fair trade at the level of the producer associati(fRonchi, 2000) especially when the
world price collapses.

Production industry Some results (obviously obtained using the sarathoas) give
different outcomes depending on whether they retatzafts or coffee. E.g. studies on
coffee tend to show an impact of fair trade on pomit incomes, especially when
world prices for coffee are low (Ronchi, 2000).dlh cases, fair trade provides greater
revenues to the coffee producers' cooperatives.

A 'size of partndwisibility' effectof the fair trade project. The visibility of fairatde
effects depends upon the size of the cooperatiMes.smaller the number of members
in a cooperative, the greater will be the visigilif the fair trade benefits. In Tanzania,
the effects of fair trade in terms of income growatk reduced as they are spread over a
large number of members. There is also a lack owkedge of fair trade amongst
producers.

The lack of knowledge of fair trade amongst prodsicévorkers, craftsmen,
growers)/project partners is confirmed by Hopkid®Q0). Ronchi however reported
that Costa Rican coffee producers were quite wdtirmed on fair trade issues but
there are too many bias in the sample used. It se@s however that as a result of fair
trade initiatives, the small producer is now mosaee of the current world prices.

‘Not the poorest'.Most surveys (DFID, 2000; Hopkins, 2000) show ttlhe
partnerships are formed not with the poorest pdjua but with a fringe of the
population that are certainly poor but still caabl some production efficiency; this is
all the more true as the quality requirements iasee Fair trade is aimed at supporting
marginal producers but an effective commercialti@ship is also needed.
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IIED, 1999; Ronchi, 2000; DFID, 2000; Hopkins,0®) Charlier, Yepez & Andia, 2000; Pariente W.,
2000; Nelson V. & Galvez M., 2000; Oxfam Fair tra@®00; Oxfam Market Access Team, 2001.
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- Fair trade aims to remove the intermediaries fraommdommercial process (sharks and
other usurers). However, we noted that the faiddrarganisations support some
intermediaries because they do not work directiyhwhe producers but with groups of
producers more or less formally organised and samest they involve local or
international non-governmental organisations (nyaitol develop secondary projects
such as micro loans, capacity building, etc.).

- Fair trade provides market access. Studies onegfiew that fair trade makes it easier
to access both the normal and fair trade markefstovides greater confidence and
increased ability to export teams within coopeedivHowever, studies on craftsmen
show that greater dependence on fair trade develops

- The capacity building component is a fair tradedfiérthat is much more visible than
income growth. It is best seen as an improvemeptaduction abilities but also in an
increase in small producers' self-confidence.

- The gender issue and that of environment provideedhiresults. Studies on coffee
usually show an improved status for women with éxeeption of Ronchi (2000).
Studies on crafts do not give very clear resultse Dxfam fair trade study (2000)
upholds that the results of fair trade can be seégrms of feminine empowerment. As
for the environment, the problem is a bit like tgender issue. There is the
development of organic coffee productith Craft workers are still a problem with the
use of pollutants during production.

- Lastly the spin-off effects should not be ignor8tlidies on coffee show that there are
also benefits for those who are not part of thepeoatives (infrastructure, factories,
involvement in the projects of the 'international/dloping complex’).

Based on prior field studies, one can identifystrengths and weaknesses of fair trade
experiments (mainly for coffee and crafts).

Table 15: Fair trade weaknesses strengths

Fair trade weaknesses Fair trade strengths

- Danger of the fair trade trap: dependence Additional revenues (very variable effect).
on 'fair' partners in the North. - Regular payments: security and less
- Suppression of old intermediaries but dependence on intermediaries (sharks).

replacement with new ones (split between Strengthening of marketing and

commercial and development work). management abilities.
- Communication with producers. - Access to the conventional market.
- Gender. Not enough effect. Confidence.

- Environment: not solely related to fair Gender: increased awareness.
trade. - Environment.  Development towards
organic and other techniques that are more

environmental-friendly

188 We observed that several products currently soWlorld shops have the double label of fair trade

ecologic production.
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4.4.2. Presentation of impact analysis

Development project evaluations are more and mdtenopresented as periodic
estimations, which are as systematic and objedwsegiossible, okfficiency, efficacy,
impact, sustainabilityandrelevanceof the project in the respect of its defined obyess.
These are the 5 criteria used by the OCDE Develapi@eoperation Directorate (DAC).
Using an analytical framework, we have already showe main objectives achieved by
fair trade projects, at both the producer level tiedbase cooperatives and at the levels of
the Unions or Fair trade organisations. We are going to conduct a deeper analysis that
Is more targeted at the producer and bottom leveperatives to identify and evaluate all
the impacts, desired or not, of fair trade projedikis analysis combines different
approaches:

- a social impact analysis (SIA) in order to obtaatadon the breakdown of project
cost and benefits among the different groups, aqgdtysical and financial) and
abilities (human and organisational) required tbagbenefit, strategies used by the
players, etc.,

- an analysis of the conditions of sustainable riifal(SRL) so as to evaluate the
different aspects of capital — natural, human, mayssocial and financial — of
beneficiaries,

- the identification of key social processes as pad participative poverty analysis
(PPA) so as to understand the producers' view eénpy, the strategies that could
reduce it and the changes in their living conddioresources, knowledge and their
rights.
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4.4.3. Comparison table - Table 16

1. Natural Capital

Nicaragua

Tanzania

Ghana

Costa Ra

Natural resources fron
which the beneficiaries get
benefit

N

Fair trade has allowed
cooperative members
to keep their land.
More respectful use o
natural resources.
Cecocafen does not
supply inputs.

Fair trade has alloweg
cooperative members
to keep their land.
Production
diversification
(intercropping).
Improved water
quality thanks to the
use of the fair trade
bonus.

More respectful use o
natural resources.

Loss of land for native
workers.

More respectful use of

natural resources.

More respectful use of
natural resources.

2. Human Capital Nicaragua Tanzania Ghana Costa Ra
Competences, knowledge, Acquisition of new, Improved knowledge New production * More environmental-
ability to work more effective of market and prices. competences. friendly production.

production techniques
(better prevention of

coffee bush diseases).

Cecocafen:
improvement of
management skills.

Development of new

production techniques.

Producers: not aware
of the existence and
issues of fair trade.
Initiatives to
strengthen abilities
aimed at reducing
poverty and human
development (literacy
are rare.

Farm manager: new
management skills.
Initiatives to
strengthen abilities
aimed at reducing
poverty and human
development (literacy
are not sufficiently
developed.

Measures aimed at
strengthening abilities
are too narrowly
targeted.

Better understanding
of employment
security (managers).
New export abilities
(managers).

No knowledge of fair
trade amongst
producers.
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3. Financial Capital

Nicaragua

Tanzania

Ghana

Cost Rica

Financial ability that paves

the way for various options

D

Return to profitability
in coffee production
for some but difficulty
to clearly identify the
direct benefits of fair
trade (//other

development projects).

Benefits returned to
production,
infrastructure or socia
expenses (children's
education).

Over time, ability to
develop capitalisation
funds (UCA or base)
S0 as to reduce
dependence on
CECOCAFEN (for
allocating loans).

CECOCAFEN: access

to loans from foreign
partners (Triodos,
Rabobank...).

D

Coffee crisis partially
limited. No overall
income growth for
producers.

No loan system for
inputs.

Very limited financial
impact of the project.
For the workers: fair
trade = salary. Not
necessarily more
motivating than for
workers in other
sectors, e.g. cotton

Which future
prospects without the
cooperative? Which
incomes?

Access to loan
services.
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4. Physical Capital Nicaragua Tanzania Ghana CostRica
Infrastructure and More coffee was Input purchase. Poor access tp Change to organic
production factors owned planted. Investment in seed- physical capital for not possible.

Renewal of bushes.

beds.

Improved water
quality.
Investment in

transformation plant.

producers (because

of the financial
impact of the
project and poor
access to natural

Poor production
quality.

resources).

5. Social Capital Nicaragua Tanzania Ghana Costaiba
Network, relations, access {o Small associative Large associative Association's interna There is relatively
institutions structures. structures. structure gives little social

For some: Problem with the members access to integration network.

strengthening of

visibility of fair trade

reciprocal services

The cooperative life

their developer role projects. for pruning, is quite closed.
within the local solidarity,
community (links provisions.
with non-
governmental
organisations).
6. Rights Nicaragua Tanzania Ghana Costa Rica

Respect of OIT conventions
union representations,
awareness of gender...

Improved position of
women. Women
support project.

But: not enough
women in the
cooperatives.

Absence of women
in the cooperatives.
No awareness of
gender or working
conditions.

Unions established.
Not enough women
in the business.

Reduced inter-ethniq
prejudices.

Unions already a
requirement prior to
fair trade. Few
producers want to
see these
organisations
reappear.

Difficult to impose
the gender issue.
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4.4.4. General conclusions from fair trade impact malysis

Figure 10: Impact analysis

Impact analysis (summary)
Very A
satisfactory Human Capital: improved knowledge,

techniques, export abilities, commercialisation

Social Capitat network, // fair trade organisations and non-goueental
organisations

Physical Capitat improved roads (in // with other development pot§)

Satisfactory Natural Capital : improved sustainable production conditions

Financial Capital: improved loan access but not really

advance purchases. Financial strengthening of catipes.

Relative price stability for small producers, busidifficult to evaluate the
v specific Fair trade impact

Insufficient Demands, rights, gender.

Overall, it seems that the impact of fair tradgreatest and most easily identified
in terms of increaseduman capital, knowledge, new know-how (production, treatment,
commercialisation and exp&t)) or social capital (network, relations, involvement in the
'international developing complé%). In other words, it's the development and sotigar
elements of fair trade projects that are mostyikelbring about change.

The impact of fair trade projects physical, natural andfinancial capital is more
variable or harder to identify or distinguish frarther commercial or development actions.
The impacts may also be more ambiguous. It is foangle true that fair trade
organisations help with the granting of loans et usually inaccessible for most small
producers. However, we noticed that the fair tradeus was often used to reimburse these
loans and so results in only partial autonomy efghartner from the fair trade organisation.
It seems that there is some double-speak by cefé@intrade organisations which, in
addition to providing a reliable commercial parstep and protection against price
fluctuation (especially downwards), claim to be magkadvance payments (prepayment),
whilst in reality, what they offer would best besdebed as pre-financing with interest
rates and associated debts.

However, in the difficult situation in which smalbffee or banana producers find
themselves, the fact that they can seal a sometiowgterm (not all) commercial
partnership providing price stability and a whaét iof other benefits (in terms of capacity
building) must be appreciated for its true value.

4.5. Social risks (field study limitations) and fai trade projects' viability

It should be kept in mind that this study used &gimal method that sought to free
itself from traditional fair trade analyses by usimethods borrowed from other fields of
analysis (socio-anthropology for development prgjdor the analysis of the authorities
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Especially Nicaragua and Tanzania.
Primarily Nicaragua.
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and the players, survey methods for poverty from thrge organisations of the
'international developing complex’, etc.). Thetfiield studies by our teams in areas that
had previously rarely been studied (which requitleat a network of local sources be
developed) were a bit experimental. Even thoughetkercise was very enriching and
stimulating, combining the work on two productioecsrs and in two continents (and
more than 4 countries) was not easy. Due to adatkne, some areas were only examined
once. Also due to a lack of time, to logistical jems (especially travel) or to various
obstacles (bureaucracy) encountered in differenhtees, some research avenues were
not followed up (e.g. surveys to compare fair trguejects with normal development
projects could have been carried out in a moreepiHd way and some analytical
techniques were not stretched enough, cf. partigparocess). It should also be noted
that all the consultants found testing the Faigrd@belling Organisation's method for
calculating production costs difficult. Howeverlfoving internal changes, the Fairtrade
Labelling Organisation has not arranged a discassip sharing of results and has
preferred to make unilateral decisions following ttonclusion of the tests. Finally, we
should highlight the fact that one of the objeddiwé the project was to provide a scientific
basis for the dynamics of fair trade and in so daimcrease student awareness of this
dynamic. Whilst the project stimulated much inte@®ongst students and some of them
worked on parts of the project, their results hawe been included for several reasons:
lack of professionalism in data collection and gsigl confidentiality requirements by the
receiving organisation...

Based on the analyses already presented we can thakéllowing conclusions
concerning the viability of fair trade projects arnikeir pertinence for sustainable
development.

Table 17: Viability of fair trade projects and their pertinence for sustainable development

+ - - 1]

e Capacity building * Fair trade trap

- Exportation - Belief in 'without me, no future'

- Management - Impossible to diversify partnerships or

- Production technique: quality process, production and get out of the protective
organic production cocoon.

* Values and standards » Lack of visibility or

- Taking into account the subject of ideological/political involvement of
gendet’, ecology, and workers' rights producers
in a particularly aggressive context * Occasionally dack of transparencin

- Cooperative spirit / solidarity / managing the bonus
democratic management « Projects are often limited lphysical

e Commercial partnerships obstacles(fungi, soil, climate)

- Long-term * Production volumesare sometimeo

- Price stability small but paradoxically the standard

- Loan availability™ fair trade markets of the North often

e Development havea demand that is too timid.

- Access to the 'international developing « Organisational form and capital
complex’ holdings in partners (e.g. VREL)

- Strengthening the cooperative sector to «  Dilution of the fair trade benefits by the
combine business and development number of actors in the South and

because of the small share that is sold as
fair trade.

1 Even if project implementation is sometimes mueblematic.
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C. CONCLUSIONS AND RECOMMENDATIONS

For several years, there has been growing inteneste fair trade movement.
Surveys regularly show that awareness of the mowmgrite principles, the players and the
products has greatly increased. The results o$tineey of Belgian consumers, conducted
by the marketing team of the University of Antwemmnfirm this trend. However,
consumption of fair trade products is still limitéthe Belgian fair trade market is growing
continually (80% between 1996 and 2001) but masketres for most products are still
very poor (at best 1% for coffee, the star faidé&rgroduct). One is therefore faced with
markets which are growing but are too small to dbsdl the fair trade production (the
South's producers sell part of their productiortf@normal market) and do not stimulate
change in the North's large industrial groups. BEfverugh these large groups are attentive
to the possible emergence of a 'civic consumer'triade organisations are not yet capable
of competing with the giants of the coffee or bamamustry.

Selling as much as possible and staying militant

After more than forty years of existence, the feade movement is faced with having
to sell as much as possible. The movement is bplitveen two axes. The first, best
represented by the Max Havelaar accreditation asgton, favours commercial
relationships as the main weapon for change. Afoiteders said: 'Fair trade does not
question the economy of the market itself, on thetmary, it expects from it something
positive, it seeks a fundamental correction ofsgsondary effects in such a way that the
social effects are completely differéfit' It does not involve combating the capitalist
system but reforming it and finding niches in therdd market for marginalised producers
via alternative commercial relationships (determgnifair prices that give a decent
remuneration to producers, advance payments, easys® to small loans, long-term
commercial relationships). The second axis is nyaimherited from third worldism from
where the movement initially developed. In thissaXair trade, as Oxfam said several
times, is a development project that must produsefits for a group of producers and
their social, economic and physical environmentst&inable development aspetts)

The fair trade movement is based on a dialectiaticgiship between these two
trends that are partially opposed to each otheis fidationship is found throughout our
work, as much in the North (consumers and volus)es in the South (producers)
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With this double speak (pre-financing or pre-pasing) and the problem of partner autonomy.
Roozen N. & Van der Hoff F.L'aventure du commerce équitable. Une alternativelaa
mondialisation Paris, Lattés, 2002, p. 238.

Oxfam, International NGO and founder of the movemeigfines fair trade a®llows: 'Fair trade is
about giving poor people power: by paying producar&air price for their work, helping them gain
the skills and knowledge they need to develop thesinesses and challenging ways of trading which
keep people poor. Fair trade means that many op#aple who rely on selling crafts and textiles for
a living, or who produce food items such as tedfeeo honey and chocolate now have the chance to
work their way out of poverty. For Oxfam, fair teacs trade that promotes sustainable development
by improving market access for disadvantaged prediidt seeks to overcome poverty and provide
decent livelihoods for producers through a partigpsbetween all those involved in the trading
process: producers/workers, traders and consum@sfam fair trade is both a development
programme and a business which helps people edivirey from their skills; links producers and
consumers; helps people towards a better futureuph support and training(Oxfam Website,
February 2002).

These trends are particularly opposed in the ceroial strategy, which is nevertheless based @t a s
of consensus. At the end of our study we couldirdjsish three. Firstly, fair trade projects must
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Based on our field inquiries, we can illustratestbiress by two issues that our work
analysed: the orientation of the fair trade bormus the requirement for improved product
quality.

We observed in Nicaragua that the fair trade bomas sometimes used to improve
production (or transformation) capacity, commeisation or importations for producers
in cooperatives and sometimes used for social giojeeducation, gender...). Similarly,
the frequent demands of the fair trade organisationthe producers to improve quality is
not motivated only by commercial purposes to posithem in a significant niche market
that is more profitable; it also provides producersh an opportunity to break their
dependence on aid based on charity.

In the North, this difference is equally apparemoagst Belgian consumers, Oxfam
clients or volunteers in world shops. Stresses agoewithin the movement when fair
trade products started to appear in supermarketsid\their availability in supermarkets
put in danger the traditional Belgian distributidmannels for them and lead to a dilution of
the meaning and reformist will of the movement? efvfyears after this entry into the
supermarkets, this worry is a thing of the pastihf& same time, the opening up of new
distribution channels has benefited some fair tirdelucts such as the banana. During this
period, independent initiatives also began to $eif trade, 'ethical' and 'solidarity’
products. This is the case of the 'Citizen's Dresin@ps. These initiatives, rather than
confirming an inevitable division within the faratle movement, are a sign of appearance
of a range of sales strategies for fair trade petxlto try and overcome the difficulty that
the average consumers have in translating theouiable view of fair trade into actual
purchases. Sometimes it involves identifying thpseducts by denouncing the global
commercial relationships that create the unfairreess$ poverty (commercial strategy of
world shops), sometimes it almost involves marlgefair trade products by making them
as attractive as other products and removing asef atonement and gdfft from their
purchase.

Lastly, the considerable thought being given tasiag the way in which fair prices
are determined is also an indicator of these twacems: on the one hand, fixing a fair
price that covers the costs of sustainable prodncnd the investments in projects aimed
at improving living conditions, and on the othérge tdesire to not be too far from the
market price.

The main danger for fair trade would be the dondmabf one trend over the other.
The development of the pro-business approach tweelast ten years has allowed the fair
trade movement to reach out beyond the small cottfeunding initiates. However if this
approach becomes too strong it could change thement's nature and lose it the support
of a section of the volunteers that it relies upmbe competitive when marketing fair trade
products. In the end, it is this solidarity aspidett makes the difference in its commercial
relationships and the products sold, thereby gitlig movement its identity. The main
danger of domination by solidarity would be that feade would become a niche limited

mobilise the South's small producers and craftswiem are having difficulty in selling their products
locally or, above all, on the world market. Secgnditom this first part, the fair trade organisatso
come to the same conclusions about the unfairnessrient world trade that causes these problems.
Thirdly, there is a consensus amongst the fairetraidjanisations that share the desire to reform the
relationships and thereby provide a new form ofstéasce to small producers by fair use of the
instruments that led to the problems in the fitatp.

Didier Deriaz, the Max Havelaar Suisse-Romandardinator, justifies 'being fully in the market to
make the maximum profits for the farmers rathenthaing a midget with big ideals.' Quoted by Pech
T. & Padis M.O (2004: 76).
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to a small number of well-informed players in therth and South, certain that they are
right despite their small number.

From this we can immediately make a recommendationtair trade support policy
can be beneficial if it does not take into accatet dialectic nature of fair trade, which is
at the crossroads of commerce and solidarity. Ustwnomic theory to put fair trade in
perspective also demonstrates that it is the miexahange logics and resources, as much
in the North as the South, that guarantee the memémidentity and economic efficacy.

Starting from this necessary clarification (whishai major part of our overall thinking
on fair trade) we will now present a number of dasions and recommendations related
to the North (consumer marketing and sociology, &immesource management in world
shops) and to the South (socio-economic analygsarfuction conditions).

Development projects and production conditions hetSouth

At the impact analysis level, we saw that thereewaultiple benefits of different types
from fair trade projects that obviously concernkd producers directly involved in the
project as well as their families but also the lomammunity. We have emphasised the
importance of the fair trade projects as part ef thanagement of development projects.
Nevertheless, we believe that more progress chibbstmade to make these projects more
effective.

Testing the Fairtrade Labelling Organisation methedealed gaps and confusion
about the different components of the fair tradegyand their means of calculation. The
case of the bonus is enlightening. It shows noy eohfusion as to the concept itself and
its amount but also as regards some uses thatafeofn fair trade principles, such as
paying off loans granted by a fair trade organdsati

The nature of funding provided by the fair tradeyasmsation to producer groups
involved in the project has to be more clearly tdesd. Are they, as the principles of fair
trade require, really advance payments or are ithegality, as our field observations tend
to prove, a form of loans to the producers? Of seuhese two methods of financing do
not have the same implications. Even if repaymatgsrare lower than those used by local
lenders, these loans to producers still have tordmbursed, which can limit the
production or commercialisation capacity of the dueers / beneficiaries of fair trade
projects or even lead to dependence on the lenlteis.important to take care not to
substitute the old dependence on local intermestianith a new dependence on the fair
trade organisation that gives access to small laadsa single fair trade market.

Fair trade projects propose partnerships with diffe types of partners in the South.
Most of the time, small producers are grouped praduction cooperative and we have
mentioned that fair trade projects often have atipesmpact on these local cooperatives
in terms of capacity building. Nevertheless, theath experiments use another sort of
partnership, which is a binary institutional typehe issues related to the choice of the
partner are important. What are we seeking to suppgocooperative sector that combines
economic interest and social spin-offs that arenenuc or political and cultural for the
local community and based on a spirit of solid&ir do we seek to support private
initiatives that allow damaged regions to develoms economic dynamism and hope that
the effects will percolate down to the small lopedducers? The economic approach used
in this report has demonstrated the beneficialcef® involving a non-profit organisation
(cf. the non-distribution constraint) as part daf feade.
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It seems to us that greater efforts must be madkevelop fair trade projects that are
undoubtedly more politically active in terms of dompnent legislation or empowerment
of women. Very few initiatives are really appliedtin the cooperatives, which are
usually run by men. It also seems to us that thiget of rights is also very much related
to the level of democracy that actually existsha way the cooperatives are run. Lastly,
we question whether or not the small producerslshim®i made more aware of fair trade.

Additionally, there are shadows over the viabitifysome fair trade projects.

The process through which projects should becortenamous is not always ensured
especially in Costa Rica where COOPETRABASUR expart mainly made to a single
partner. In Ghana not only are the quantities simatlalso the VREL is dependent on a
single partner. Conversely, Tanzania is remarkatbthis respect: fair trade seems to have
been a springboard for other segments of the ma@eterally, taking into account the
limited demand for fair trade products in the Nortiiere is an urgent need for current
projects in the South to diversify their productiespecially towards organic and high
quality products. However, changing from simple feade to organic (Oké label banana)
or to high quality coffee (Gourmet coffee in Tanzgrcan give rise to problems for some
small producers due to the costs of changing from to the other, the required level of
care of plants, the period before the benefithefgroduction change are seen especially
as all the costs of sustainable production areaivadlys covered by the fair trade price or
the amount sold into this channel.

A worry for the future could also be the visibiliby the fair trade project in the South
In all the cases examined, the principles and ¢bgs of fair trade are not known locally,
except to a handful of people usually at the hehdrganisations at the peak of the
cooperative movement (Union?%r 3¢ level cooperatives). The question that needs to be
asked is whether the projects would be more sutdnf producers were more involved
and aware so as to look beyond the narrow framewadrka simple commercial
relationship. This would seem to be essential ifake looking for more self-sufficiency
and democratic management of projects. What poweprdducers really have that they
can exercise against the elite who manage the caibpes, especially in terms of
accountability?

Relations with public authorities can also be abjgm. Even in an international
context where states were being asked to be modeshove saw them applying strategies
that allow them to retain control over the indwesrive studied. This is especially true for
‘African’ projects and much less so for Latin Aroari

In respect of this, we suggest that three actibosilg be developed:

1. Fair trade organisations should reflect on theipente of whether or not they
make the South's small producers awafethe issues of fair trade. Too often,
northern fair trade organisations are seen as coomh@artners like any other; at
best, they are seen as paying a bit more for théyats. Should the project not be
made more visible so there is more awareness oMiwPe generally, if one
preaches that there should be solidarity relatigssim commercial trading, and if
one extends this partnership principle to assatidevelopment projects that are
directly supported or facilitated by the Fair tramhtganisation, should one seek to
enlarge the scope of this fair trade principle @frtpership itself or should
producers be left on the fringe of the movement?

2. It would probably be useful to develop a reinforcpdlicy of support to
diversification of fair trade productioio other sectors of the world market, given
the weak demand in the North's markets for 'sinfply trade' products, as the
Nicaraguan and Tanzanian experiences conclusivatyodstrate. In any case, fair
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trade traps must be avoided, as they are a dawogahé project's and partner
cooperative's viability (as in Costa Rica). It ssenlear to us that fair trade
experiments are more effective in terms of capagiiding. In this respect, we
should look at fair trade production in the sharihzedium-term not as an end in
itself but as a launching pad to other sectorhiefworld market via higher quality,
support from more and more productive producer ggpby local and international
legal and economic incentives to adapt fair tradelpction to new segments. This
means that within the movement, the fair trade miggions must develop and
consolidate their development role (in parallefiteir commercial role) and/or look
for synergies with local non-governmental orgamiget in the South that are
effective in strengthening the groups at the bottdiiine pile (as in Nicaragua).

Analysing the stakeholders and the analytic grghests that in some cases (Africa) it
IS important to pay particular attention to relagawith the local and national authorities,
as they can be either blockers or facilitators fmall producers activity and
commercialisation of their productdp to now, the North-South division in the faiade
movement has been based on the production workgbéime in the South and the
lobbying and advocacy in the North. It is necessarglso develop lobbying activities in
the South so as to gain the support of the lochtiged and economic elites (as for the
small producers). In this regard, we highlight tHiat African partners, the legal study has
found a way of providing help to small producersotlyh the National Indicative
Programmes (NIPs) conceived by the ACP states raopthe Cotonou agreement under
the section rural development, possibly linkeddod safety. The content of these sections
varies greatly from one country to another but tbégn anticipate re-launching export
industries and non-traditional industries with depenent potential, which corresponds to
fair trade products.

Let us ask one final question: is fair trade effectin terms of sustainable
development? The answer seems to be positive ilusas the criteria of our analysis. As
we observed, fair trade regularly meets its devekat objectives in the field. However
our field surveys show a great deal of variatiod arainly demonstrate the complexity of
the realities examined. The most interesting casel @lso the one that has been most
investigated by our teams) is without doubt thaNafaragua. We saw that fair trade had
its greatest beneficial effect during a price crdsle saw an improving situation for those
who were part of the project compared to the rdésthe population. Sometimes such
positive effects lead to selectiveness in allowirayv entrants into the project. But even
where the benefits seem most obvious (as in Mgtag&licaragua), can we say that the
fair trade project is the only responsible for ttteanges? We think that the fair trade
success story is due to the combination of a nurabéaictors not directly related to the
project but which gave it a favourable context. Shanclude:

- the limited size of the local cooperatives (conebrso the Tanzanian model):
this makes projects more visible and increasesvewveent (particularly for fair
trade);

- the reactivity of some of them and the quality @ihe of their managers;

- limited state involvement/interference (not to laftised with lack of interest);

- possible percolation effect (particularly relatedtihe size) making the project
and its effects more easily visible;

- a'snowball effect’: where the project works, tbeperative becomes better so
they will attract other non-governmental organasi that contribute to the
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process of strengthening cooperatives and produ¢ersversely to the
producers' isolation in Tanzania).

To consume fairly and to commit oneself

The basic objective of the studies conducted is fioject was to explore the causes
for the substantial gap between the generally pesdttitude towards fair trade issues and
the relatively limited extent to which these produare purchased (attitude-behaviour
gap), and to derive policy and marketing measuresldse this gap. Measures could be
taken with respect to the following, potential patdupport may help some of them:

1. Improve communication

More good and credible information about the feade issue, and especially about fair
trade products, has to be given, so that poteatisiomers could be stimulated to buy fair
trade products. People prefer small amounts (loantty) of very good (high quality)
information. Explanatory information on the packadpesides a label might be
instrumental. There is no unanimous point of viewhwegard to the method of
disseminating information. Mass advertising on oéV/newspaper and magazines for
labels may be helpful, as well as sending informeabrochures to customers. In any case
the information should be credible.

Concern towards the fair trade issue should bewraged since it positively influences
buying behaviour, directly as well as indirectlyiavthe attitude towards products).
Scepticism towards fair trade issues and produwisld be fought, since it has a negative
influence on buying behaviour. Good information Idopositively change concern as well
as scepticism. Especially the indifference towafia@s trade products hampers a more
positive buying behaviour. Disseminating the appedp information and maximising the
trial potential of products (through a more effeetidistribution) are called for. Since
education (+), income (+), age (mid life) and gendemale) are significant demographic
variables for fair trade, this 'fair trade profilould be kept in mind when setting up a
marketing communication plan.

2. Improve distribution

The distribution of fair trade products is verypaontant and should be dramatically
improved. First, customer convenience should nseftering fair trade products in regular
supermarkets (reducing shopping time). Also, f@dé products should be put on the same
shelf as products of the same product categoryiriktance, fair trade coffee grouped with
the other 'normal’ coffees). A special fair tradefal/organic/eco store department and
especially a specialty shop are less effective. gkeneffective distribution will reduce the
consumers' efforts and provide more contact oppdits to try fair trade products. A
more prominent branding strategy may improve thagenand visibility of fair trade
products.

3. Lower the price

Prices of fair trade products should be loweredprices of non-Fair trade products
should rise, resulting in a smaller price differertzetween fair trade and non-fair trade
products. Measures that could directly impact theepgap between fair trade and non-fair
trade products, such as a fair trade bonus systiemiar to the system of eco bonus, could
stimulate consumers to buy more fair trade products
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A legal study has shown the possibility of supdootm the authorities who can, in
some cases, lower customs tariffs and taxes fortfaile products. The possibility of a
preferential tariff for fair trade labelled prodscts part of the general system of
community preferences could also be imagined sb ttiea products benefit from a 0%
tariff. This system should not create a problemespect of the World Trade Organisation
if we are careful to ensure that all developingrtaas can benefit from the advantages of
the fair trade label.

4. More effective labelling

A fair trade label is preferred over a social labeto label and organic label.
Consequently, it can be assumed that a fair tradel lcan become more successful than
the eco and organic labels. Consumers seem totheiguropean government as well as a
non-governmental organisation the most for issiang controlling a label. When the
issuer is the Belgian government, the credibilityhe label decreases substantially. Labels
should be clearly indicated, and professionallyceseld and explained on the products and
in the shops.

We should also emphasis that a quality label isrd&d to get any public support. In
view of current systems, it is preferable thasiat least organised at a European level and
that it relates to the products and not the faidérorganisations.

The survey amongst Oxfam clients underlines ther-oaferesentation, amongst the
clientele of world shops compared to Belgian coresmof two types of profile: the
young, and people over 55. This could confirm owpdihesis of a '‘committed’
consumption, given that these profiles corresponithé¢ stages in life when commitment is
more frequent. Furthermore, we also observed tbatnttment profiles amongst this
clientele are split into a more political fringeoliglarity and justice), which is more
supported by younger clients, and a more fringe é&uid charity), which is supported by
older clients. It seems to us that the world shep#) a view to enlarging their clientele,
can choose between several options. First, thelddmild on what they already have by
targeting external communication on these two f@sfiwith a different message for each
group (young / solidarity or old / charity). Thiptmn is preferable if one considers that the
25 — 45 year olds are definitely less likely to rbebilised as they are caught between
professional and family commitments. Perhaps conication aimed at families could be
further developed, for example by participating family events in which children
(including the youngest ones) are involved (St Nisp Christmas, Halloween). The
message should be more focussed on the fact tireessado purchase fair trade products,
with an increased development of mail order podicag linked to new technologies
(Internet), which save time and make purchasingeeas

Our survey has allowed us to reposition the comemitinto fair trade as part of a
more general commitment to distant causes. Thasvallus to explain that the fair trade
organisation's — and more specifically Oxfam's tioas (or lack of actions) to increase the
battalions of fair consumers are part of a slowecess of evolution of our society and of
their relations with the populations of the SoMe discovered for example that 92.6% of
Belgian consumers and 87.2% of Oxfam clients thoupht underdevelopment was
primarily due to the incompetence of the local focdi and economic elite. We were
deeply questioned by these figures. They seemdigdte a significant consensus within
Belgian society (without it being a national peauty!) concerning the responsibility of
the elites in the South. These figures can be &ataole because such a view of the
responsibilities for underdevelopment could diseger and lead to resignation as to the
impact of actions by consumers in the North in favof development in the South.

123



Cleverly, fair trade organisation's communicatitmghe general public do not mention the
involvement or not of the public authorities in aowrcial projects in the South. Even
more striking is the fact that fair trade organmasé present fair trade as a system that tries
to eliminate all unnecessary third parties betwdgensmall producer and the consumer.
Nevertheless, we think the problem is larger antkess the unique context of fair trade.
The results of this survey rather suggest thatould be better to strengthen development
education policies, which appear to us as the sacgdactor if public opinions are to
evolve, as regards the current approach to NortltFSelations. We think that in the long
term, a well-designed development education poloyuld be the vector for a
strengthening of the commitment to the problemthefSouth and therefore, in association
with fair trade organisations’ communication cargpai (we are thinking mainly of
Oxfam), for increasing the number of committed &Gmnsumers.

Lastly, regarding human resource management in r@xferld shops, we have
seen the high importance of volunteers for thistfaide organisation. This atypical model
of commitment in favour of fair trade as a volumteea world shop is due, in our view, to
a double dialectic relatidfi. The first dialectic relation is seen in the twanmmitment
profiles. One group of volunteers can be descriaednilitants; they are a handful of
volunteers who, little by little, become more cortted to the movement — in other words,
from an initial pragmatic basis, they take on maofethe movement's political and
ideological objectives and take part in more tragnimeetings and leadership in Oxfam
world shops. The second group is made up of a laugeber of people who spend less
time in the movement and are mainly motivated lpeats that are pragmatic and inherent
to their shop's operation. This is a more occupatidorm of volunteering, which seems
mor;%é)bvious in the second-hand shops than in trédvehops in the strict sense of the
ternt ",

We are more familiar with the second dilemma: igjpgparent throughout the fair trade
movement (and appears to affect most of the largernational non-governmental
organisations): it opposes a business axis andidasty axis. We have analysed this
dialectic in the light of Péche & Padis (2004)'srkyovho oppose, within international
non-governmental organisations, participation lsgaad action logics. It seems to us that
world shops managers, who are locally responsiimeife movement's political agenda,
are balancing these two elements, day after datheasposition oscillates between trying
to sell as much as possible, to legitimate thetividg in the North and offer better
conditions to the producers of the goods and olgepbsed in the shop window, and the
desire to lend a hand to the more disadvantagedeimNorth, to stimulate new socialites
(often in a festive way). Far from cancelling eather out, these two trends strengthen the
uniqueness of the Oxfam world shops commitment mdeme justify the need to sell
rather by referring to a participation principledt the benefit of marginalized producers;
we must not simply be happy at the end of the westause we have sold well or sad
because we have sold nothing'), others says thaffefing reintegration opportunities
through volunteering is in accordance with the wathops' spirit, that can not be done to
the detriment of the commercial efficacy.

World shops should carry out an internal commuiocapolicy that respects this
double dialectical relation and its constitutiverntls (occupational volunteering, militant
volunteering, participation logic/solidarity andtiaa logic/business). In parallel, as our
discussion groups led us to think, maybe an intecoammunication policy should be
implemented, in order to promote vertical commutiieg between the national centre and

7 The relations are dialectical because it is om llasis of the combination of these two opposite

components that the shops can operate.

178 To re-quote the terms used by De la Fuente etrB&2901.
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the shops (need for feedback on figures, on acamlpaign results, etc.) and to increase
the exchanges of experiences between shop manageérén particular) volunteer team
leaders who consider that they had to learn 'ofjabeand were too often left to
themselves. Without being an obstacle to the comialesbjectives, this could create new
socialisation areas favourable to the identity mml@ant practices within the movement.

Finally we noticed that the renewal of the volunseithin world shops relied on a
fragile balance. One way to increase recruitmentlccde to implement an external
communication supporting the current recruitmemores of the shops which are all too
often left to themselves in this regard. Such acgappears to be an urgent requirement in
Brussels where the turnover and burnout of volustseem greater than elsewhere.

Last but not least, we looked at the possibilityre$ponsible consumption by public
authorities. The public consumption market couldvery influential, not only because of
its size but also because of its role as an exanm#tention should be given to the
possibility of supporting fair trade within the pesses of awarding of public procurement.
The debate on the introduction of ethical componetd more broadly of sustainable
development was very intense during the processduaiption of the new European
directives on this subject. Despite lobbying by fhe trade organisations, which we
supported, the new directives considerably lim@& gossibilities of supporting fair trade.
The Belgian law, which had taken the opposite pa2003, will soon have to be changed
to conform to European law. It is important thatatvhad been obtained be maintained as
much as possible, at least below the thresholdthtoapplication of European directives.
Rising the awareness of public authorities resf@sn charge of this matter and legal
monitoring are thus crucial and should bring togetall in the supporters of sustainable
development.
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