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Executive Summary

According to Global Issues, almost one half of hutyastruggles to survive on
less than $2 a day. Fair Trade makes us rethink how glalolel tan create opportunities
for millions of families by empowering producers and corstemFair Trade, an
alternative trade model, helps the disenfranchised éfindelves out of poverty. Fair
Trade is a story of how a transparent, traceable sughalyr, with set minimum prices,
transparent long term trade agreements, direct purchasmgpftoducers and community
investments can make trade fair.

Purchasing Fair Trade Certified™ products is a consumenisehT his choice is
a vote for a more ethically, socially responsible, amdrenmentally friendly way of
doing business. Fair Trade started in the mid 1900’s and kalped into a global
movement. According to TransFair USA (Press releasseidérldwide sales), the
independent certifier of Fair Trade products in the U&@semers worldwide spent over
$2 billion on Fair Trade products in 2006, a 41% increase 20/&5.

Retailers face numerous challenges in marketing Faaelproducts. Three broad
areas of these challenges are 1) confusion 2) awaten&slability, accessibility and 3)
controversies. Confusion results from misunderstandiagarious terms related to Fair
Trade from Fairtrade to fairly traded. No single organirasets the rules for using or
defining this terminology, although TransFair USA corgiible exclusive rights to the
phrase Fair Trade Certified™. The Fair Trade Certified§t iz one of over a hundred
different logos found on products. Currently a singletfaide certified logo has been
adopted by most countries except the U.S. Fair Tradelimgmvolves Fair Trade

products, companies committed to Fair Trade and the FaleTr@vement. This



branding must be universal, yet there is no centralTfande marketing department or
marketing budget. The Fair Trade logo is a visual symbdiebtanding and gives the
consumers the confidence to trust that the Fair Tradeiples have been respected.
Awareness levels increase as a result of educat@exgosure to Fair Trade.
Availability of Fair Trade products depends on the efficieand speed of the
certification process, and on new product development paxluct category must have
rigorous standards established, audit trails developed, gudtens and traders licensed
to purchase the products. Accessibility depends on theltysdf Fair Trade products
for purchase. If consumers cannot easily find the prodingg,are less likely to purchase
Fair Trade products.

Controversies include mainstreaming, selling out, ae&-frade, the halo effect,
domestic fair trade and the fairness question. MainstnggRair Trade products has
dramatically increased sales but also raises concéflfrauesFair USA's strategies and
guestions of motivation of the multinational corporasicelling Fair Trade products.
Selling out is a criticism of TFUSA for its preferemtiseatment of large corporations
over smaller more fully committed Fair Trade compamesusations of the Fair Trade
movement being anti-free trade fail to recognize thatTFade functions within the free
trade system and works to make the free trade systemfaipand just for all
stakeholders. Large companies that carry only a smalbeuof Fair Trade products
often use those products to look good, referred to asalbesffect. Local farmers want
trade to be fair for them and have started a campaigiofoestic fair trade, which the

Fair Trade movement generally supports but worries kieetterminology may confuse



consumers. Since Fair Trade is often branded as priedr to farmers, critics question
how fair Fair Trade really is when they hear stooefarmers not receiving fair prices.

Retailers need help from many directions to addrese ttiegallenges. Education
can play a large part. Effective promotional matasi@ssential. Easy access to current
factual information is important. Generic marketing isdegk More product categories
promote repeat customers and interest for new custo@engroversies need to be
openly and honestly debated. Companies need to demonstrataticent to Fair Trade
through increasing purchases and changes in corporate 0li€El8SA needs to be more
proactive in supporting small retailers and importersardimg those who make a 100%
commitment to Fair Trade.

New ideas should be considered and tried. A global onlimelFede library
would help educate everyone from producers to consumers. bthacahaterials
designed specifically to increase retailers’ knowledgaléveesult in more educated
consumers. A series of regional public debates wouét aff opportunity to reach out to
various stakeholders, giving them an opportunity to be headdyrawiding a format for
building a broad grass roots base in the U.S. Marketidgpeomotional campaigns need
adequate funding and resources to be effective. Consunteps@tucers need to be
connected so that consumers will make choices thak sjpdiames to the larger global
world, voting for fairness and justice. Fair Trade lick&isumers and producers with
values of fairness and solidarity rather than withi@tgtion and profits. Making trade

fair must include advocacy for changes in trade policies amqbcate behavior.
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CHAPTER 1: Overview

A) Brief Description and History

1) What is Fair Trade?

Nearly three billion people, half of humanity, live $2 a day or less, according
to Global Issues. “Fair Trade is a response to the éadficonventional trade to deliver a
better deal” to the poor (Fairtrade Foundation, Tipplimglalance). Fair Trade is an
alternative trade model developed to help disadvantaged prsdonc®veloping
countries by improving their quality of life through tradingtparships. These
partnerships address trade inequities in the global masketplrade inequities include
lack of access to: markets, market information, tectyylknowledge of best business
and environmental practices, and credit resources. Fagdelempowers the marginalized
producers by investing in them, their communities and #miironment through
sustainable development so that they can lift themselueof poverty.

Fair Trade is “an innovative supply chain model whiclritigtes its economic
benefits more fairly among all stakeholders” (Nich&ll®pal, 2005, p.6). This

innovative approach is based on the following principles:

Fair and stable prices covering production costs plus a livedue

Transparent and long-term trade agreements

» Fair Trade premiums for investments in the communities
* Provisions for credit access and market information

* Prohibition of labor abuses

* Respect for the environment

* Direct trade with producers, minimizing supply chain length



* Producers/farmers democratically organized

Fair Trade builds a supply chain starting with the prodiceeds and
considering the social, development and environmentaldtag@dfecting those
producers. Conventional trade models start with consumeartroften for low priced
goods, with the potential of exploitation of workers ameirtenvironment. Fair Trade
makes the consumers connect the dots between theilagaschnd the consequences of
the supply chain.

The mission of the Fair Trade movement is to redusentypand encourage
sustainable development, but also to influence the baehafvprivate and public entities
involved in trading markets. The European Parliament recediiee importance of Fair
Trade’s goals in a resolution passed in 2006 stating that Faade

has two inseparable objectives: to provide opportunibieddvelopment for
small-scale producers and workers in developing countréesoanfluence

the international trading system and private companieartts becoming more

just and conducive to sustainable development (EuropebanRamtary Report,

2006, G).

Fair Trade challenges conventional trade models, tralitegsp and corporate behavior
to be more transparent and more accountable in the gia&ktplace.
2) The History of Fair Trade

The Fair Trade movement has its roots in the 1940’s @ieistian church
groups began selling handicrafts made by the poor in Soutbantries directly to
Northern markets. By the 1950’s, Alternative Trade Orgaioizat(ATOsS) such as Ten

Thousand Villages and SERRYV International were sellinglicgadts in the U.S. and



Oxfam UK was doing the same in Europe, securing fair pfarethe producers. In the
1960’s and 1970’s, additional ATOs, Non-Governmental Organima{iGOs), and
individuals got involved in this alternative trade conceptpgezing the need to assist
disadvantaged producers by cutting out the middlemen in &nketplace. In the 1960’s,
United Nations Conference on Trade and Development (UNI Trew attention to the
movement with the “Trade Not Aid” motto that came oluthat conference (Fridell,
2007, p.30).

While handicrafts were the initial focus for the Faiade movement, in the
1980’s Franz Vander Hoff, a Dutch priest working in Mexioomed a group in Holland
to purchase Mexican coffee beans at a fair price. In 1988tbup, the Max Havelaar
Foundation, was the first to use a logo to identify dyféiaded product. In 1986 Equal
Exchange was formed and started importing fairly tradé@demto the U.S. market. As
the second largest commodity traded worldwide, coffedoaasme the flagship product
in the Fair Trade movement.

By the late 1990’s, the Fairtrade Labeling Organizatiorrmat@nal (FLO), was
created as an umbrella organization for the numerousmdddtinitiatives working in
individual countries. FLO sets the Fair Trade prices &madsrds for product categories,
producers, and traders. In 2004 FLO created an independiyt EnD- CERT, to
verify that producer groups are in compliance with FL@sdards. FLO-CERT is
responsible for the certification process and annualtmamg inspections of each
producer group. FLO members consist of four groups: tradedugers, experts and
National Initiatives (NIs), also referred to as Labglinitiatives.

Currently FLO has 20 National Initiatives (NIs), indepemidthird party certifiers



of Fair Trade products for their respective countriesatied in Europe, Japan, North
America, Mexico, Australia and New Zealand. The NI | thited Kingdom (UK), the
Fairtrade Foundation, was established in the 1990’s by sdamgalgrassroots
organizations: Catholic Agency for Overseas Developn@mtistian Aid, New
Consumer, Oxfam, Traidcraft, World Development Movenasmt the Women'’s
Institute, Britain's largest women's organization. ThenNhe U.S., TransFair USA., was
started by Paul Rice, with the support of the InstitateAriculture and Trade Policy, in
1998 (Conroy, 2007, p.107). TransFair USA (TFUSA) monitorg-tieTrade importers,
referred to as licensees, for compliance with Fair Tpdeiples. TFUSA grants the
licensees the right to use the designated Fair TratiBetklogo, also referred to as a
mark or label, on products as those products enter theabdJass through distribution
channels to retailers. Today most Nis, except for TFU&&e committed to adopting
the Fair Trade certified logo created by FLO (Appendix B).

Meanwhile, the International Fair Trade Associa(iétAT) was established to
monitor and network with for-profit and non-profit organiaas committed to Fair
Trade. In 2004 the IFAT logo was created for its memlzedssplay to demonstrate their
commitment to Fair Trade principles (Appendix B). Manynpanies who support Fair
Trade principles, but whose products are not certified ivifiable, use the IFAT logo to
identify themselves and their products as part of theTfaole movement.

B) Fair Trade Today

Although the Fair Trade movement started with haadtiey Fair Trade
certification criteria currently does not apply to hanalfts; it applies mainly to

agricultural related products. Fair Trade encompassesaawdlion small producers



organized into hundreds of organizations and cooperativegin50 developing
countries. Fair Trade certified (FTC) products are founoludhout the developed world
in thousands of World-shops or Fair Trade shops, supermanketsealth food stores,
convenience stores, restaurants and fast food outteddl, and large retail outlets, and
numerous online stores. While most FTC products are salevieloped countries (the
North), sales outlets in developing countries (the Saarth starting to grow. The largest
Fair Trade markets in the North are the U.S. and thiefean Union.

In the U.S., Fair Trade Certified™ products include: agftea, honey, rice,
sugar, herbs, cocoa and chocolate, bananas, mangoes, giapapples, spices, vanilla
and flowers. In addition to these products, the Europetamdiides: sports balls, wine
and beer, nuts and snacks, fruit juices and cotton, yagdrhumerous fruits.

Although Fair Trade’s share of the global marketplaa®nsidered small, FLO
reports that consumers worldwide spent approximately $2.8rbilih FTC products in
2006, a 41 percent increase over the previous year, begefitilions of people in
developing countries (Downie, 2007). The U.S. has experiensedilar impressive
growth pattern, with Fair Trade Certified™ sales indregasn average 55% annually
since 2000 (TransFair USA 2006 Annual Report, p.15). U.S. 20086 faaie
Certified™ sales were $750 million (TransFair USA, 2006 AnRegdort, p.4). In the
U.S. over 600 companies are licensed to sell certified prednct can be found in over
45,000 U.S. retail outlets (TransFair USA 2006 Annual Repdr®)pCoinciding with
the growth in Fair Trade Certified ™ product sales inUt. is the increased level of
consumer awareness. In 2006, 27 percent of Americans sgidvéne aware of Fair

Trade certification, up from 12 percent in 2004 (Downie, 2007).



Although FTC coffee accounts for under 1% of the globtiteamarket (Daviron
& Ponte, 2005, p.176), coffee is the dominant certified produtie U.S. with over 66
million pounds imported in 2007 (TransFair USA Almanac 2007, Albhg with small
local Fair Trade companies like VT Artisan Coffee & T&ampany and Vermont Coffee
Company, larger corporations are playing an ever morertatarole in the growth of
Fair Trade coffee. Green Mountain Coffee RoastersCBMstates that Far Trade
Certified™ and organic coffees represent 29% of the totapaoy coffee volume
(GMCR 2007 1 Quarter Financial Report). Dunkin Donuts Espresso cigfeew 100%
Fair Trade Certified™, and McDonald’s coffee in the theast, supplied by GMCR, is
certified. Starbucks purchased 18 million pounds of Fair T€ed&fied ™ coffee in
2006, a 50% increase over its 2005 purchases (TransFair W&Bu&ks Purchases).
Starbucks’ FTC purchases represent 14% of global FTC carfigéealmost 30% of all
Fair Trade Certified™ coffee imported into the U.S. (Biféair USA: Starbucks
Purchases). Even Wal-Mart now sells a Fair Tradé&fiee™ coffee.

2007 was an outstanding year for Fair Trade in the Aldag with impressive
sales growth figures, public attention is growing. Formresident Bill Clinton appeared
on the Martha Stewart television show talking about Fedde coffee products.
Brattleboro VT became the second U.S. Fair Trade Taften Media PA (Appendix A).
Self Magazine listed Fair Trade Certifiédas one of the most trusted logasd the
Today Show had a segment on Fair Trade coG@agle Earth started a layer to identify
Fair Trade farms in Latin America, Africa and Asidl this attention has helped drive
the steady growth of Fair Trade products.

C) Review of Recent Publications and Other Resources



In the past few years a handful of books have beensbghlidirectly related to
Fair Trade. Some are consumer guides explaining theshafsk@ir Trade, such &air
Trade: Beginners Guidg®eCarlo, 2007)No-nonsense guide to Fair Trad@ansom,
2001),Business Unusual: Successes and challenges of Fair {@slerhaus, 2006) and
50 Reasons to buy Fair Tradeitvinoff & Madeley, 2007). Others are the result of
academic research and study. These indraleTrade: Market-driven ethical
consumptior(Nicholls & Opal, 2005)Fair Trade coffee: The prospects and pitfalls of
market-driven social justic@-ridell, 2007),Fair Trade: The challenges of transforming
globalization(Raynolds, Murray, Wilkinson, 2007), aBalewing Justice: Fair Trade
coffee, sustainability, and surviv@laffee, 2007). Another recent baBkanded: How the
‘certification revolution’ is transforming global corporatiori€onroy, 2007) has a
section on Fair Trade as well. Each of these bodesta look at the research and data
information, and examines the increasing relevance offfFade in today’s global
marketplace. Another recent bodltye handbook of organic and Fair Trade food
marketing(Wright & McCrea, 2007), addresses marketing issues fremetfailer’s
perspective through case studies, although the bulk ofutiees are focused on organic
retailers rather than Fair Trade retailers, and erEtlropean market rather than on the
U.S. market.

Two recent books by the 2001 Nobel Prize winner in ecorgyraseph E.
Stiglitz, Making globalization work2007) and-air trade for all: How trade can
promote developmeli2005), describe how trade can and should be fair, aawéike
from barriers and subsidies. His focus is on intéonat trade agreements and trade

barriers rather than on creating a system that agdrassquities in the supply chain.



Another book;The fair trade fraudBovard, 1991) also examines the trade barriers to
free and fair trade, but does so in a historical contéxstrating the outrageous
approaches the U.S. Congress has adopted in its tradepoNer the years.

The majority of the above mentioned books were puidisiutside the U.S.,
suggesting U.S. publishers don’t see a sufficient marketeist for Fair Trade related
books. This lack of interest is also apparent in the wideéd textbooks for courses in
the Masters of Science Program at Saint Michael'¢eGel The textbooks on
international business (Griffin & Pustay), marketingri&trong & Kotler), economics
(Mankiw) and ethics (Velasques) have no listing of Faad€éras a topic in their
respective indexes. Griffin and Pustay do include fair tnadleeir subject index, but they
are referring to government intervention or managetktraot the Fair Trade alternative
trade model.

Two U.S. universities that have become known for theholarly interest in Fair
Trade are Colorado State University with its CentefFir and Alternative Trade
Studies, and the University of California at Santa Cruh w8 Community Agroecology
Network (CAN). Researchers from these two institigibave written numerous papers
(Murray et al., 2003 and Méndez et al., 2005) and at leastdokski{Raynolds et al.,
2007 and Bacon et al. 2008) on Fair Trade issues. One repagpeh(Méndez et al.,
2005) for Oxfam America analyzes the impact of Fair Tadée individual coffee
farmer, rather than on the coffee cooperative, througherous direct interviews with
the farmers, with some interesting results. Otheeaechers (Daniels,S., Petchers, S.,
2005 and Oxfam America Report 2002) for Oxfam America alsosed on the coffee

farmers and their plight. Many authors of academic pdpersl through internet



database searches were associated with schools dimsideS., such as John Wilkinson
(2006) at the Rural Federal University in Brazil.

The most in-depth information related to Fair Tradeleztaand the challenges of
marketing Fair Trade comes from two sources: 1) websita3 Os, NGOs and Fair
Trade companies and 2) industry and trade publications sunteasational
TradeForum(Hulm, 2006 and Kasterine, 2008)ew StatesmafMainwaring, 2007),
Supermarket NewSung, 2007)Progressive Grocef2007) andSpecialty Coffee
Retailer(Owen, 2005). Additional resources included dbarnal of Strategic Marketing
(Low & Davenport, 2006), and thidew Internationalis(Ransom, D., 2005). These
publications offer insightful information on the everyddallenges of Fair Trade
retailers. One publicatioigpecialty Coffee Retailé©Owen, 2005), describes interviews
with various coffee shop owners in the U.S. and Canbdatdheir experiences with Fair
Trade. Some of the answers are highly critical whilelare totally committed to Fair
Trade. Along with trade journals, articles related tocattand Fair Trade products are
showing up in magazines suchlas. (Tiku, 2008),Fortune(Gunther, 2006) an@ihe
Economist(*Good Food?”, December 7, 2006), as well as newspaperasubaNY
Times(Alsever, 2006) and thBoston Glob&Dicum, 2006)

D) Research Methodology

Quialitative research involved conversations and surdéesauthor enjoyed
many conversations with people from literally aroundglode that have a connection
with Fair Trade. When speaking with one, the author wimalch of another contact,
creating a network of Fair Trade resources. Some igheids communicated via email

while others were able to spend time conversing in persom threophone. The author



did not have a set format of questions although she dig dialeast one specific question
for each contact. This question would often lead into dscnsareas that would form a
new segment of information for further research.

For the retailers’ survey, the author relied on TramsUSA'’s website list of
Vermont licensed Fair Trade retailers, roasters andriers There were 32 listed and
all were sent the same survey. Two surveys were retuue to incorrect addresses.
Eighteen responded, giving the survey a 60% response heie2 Were 26 questions and
the answers were compiled and incorporated into informgadimered through readings
and conversations (Appendices H-J).

Reading material included virtually all Fair Trade reldtedks published in
2007, as well as a few earlier ones that were listemhmazon.com. In addition, the
author relied on the internet for searches of agialed academic papers and online

newspapers and periodicals, TBeonomist, BBC Neveand theNew York Times

10



CHAPTER 2: Identifying Fair Trade Marketing Challenges

The Fair Trade model has only been formally estaldistithin the past 10 years
with the creation of international standards, requaets and official organizations for
certification, monitoring and auditing. While early grow#ttes are encouraging,
identifying and addressing Fair Trade marketing challengesseatal to sustain that
growth. “The sternest challenge facing Fair Trade groups tedayw to market their
products to a wider audience beyond the naturally sympategoent of ‘ethically
aware’ consumers and gain mainstream acceptance.”dldi& Opal, 2005, p.153)
Retailers play an integral part in the Fair Trade mmat shifting from a niche to
mainstream. They are at the front line in these ssnfeen dealing directly with
suppliers, importers, manufacturers, TFUSA, and consuriiée retailers facing these
marketing challenges, for the purpose of this thesisyeif@r to local, regional and
national retailers, rather than multinationals.

Fair Trade marketing “aims to articulate the soaml aconomic
interconnectedness between producer and consumer innaecoially viable way.”
(Nicholls & Opal, 2005, p.153) This marketing strategy convegsihterconnectedness
through stories of the producers, their families and coniimes. Those stories create a
direct relationship between producers and consumersT Fele empowers consumers
by using stories to demonstrate the positive impact eoesahoices have on improving
the producer’s quality of life. This empowerment motivat@ssumers to demand more
products with socially responsible, transparent supplynishagsulting in more demand
for Fair Trade.

Fair Trade marketing is unlike conventional marketing. Feade is not a

11



company yet it involves many businesses. There is no tiragldepartment to define
and control the Fair Trade brand. There is no markétinnigjet for advertising or sales
people. Fair Trade relies on an organic process of N&DOS8s and for profit companies
developing marketing strategies that cooperatively promet&air Trade movement,
companies and products. That process initially startedswiplier driven growth, with
ATOs and NGOs working to find buyers for existing product supghécholls & Opal,
2005). Fair Trade has now moved to a demand driven growthc@nsumers
demanding more Fair Trade products and product lines or cate@diolls & Opal,
2005).

Through personal observations, readings, interviewsaaurvey of VT Fair
Trade retailers and licensees, the author has idahtifiree broad areas of challenges
retailers confront in marketing Fair Trade: Confusiorgl.af Awareness, Availability
and Accessibility, and Controversies.

A) Identifying Confusion

1) Terminology

The confusion starts with terminology and how mised. The numerous terms
and phrases have varied definitions and may depend on siiebf the Atlantic Ocean
you are on. Here are some brief explanations:

Fairtrade: Refers (in Europe) to the international Fairtrade foegition system

and to organizations associated with that system sughidsade Foundation.

European certified products are referred to as Fairtradiigi® This term is

generally not used in the U.S. (Fairtrade Foundatiogingunto Fairtrade,

2007).

12



Fair Trade: Refers to the broader European movement and to network
organizations such as the European Fair Trade Assaociatithe U.S. Fair
Trade refers to the broader movement, the certifinagystem and to
products (Fairtrade Foundation, Buying into Fairtrade, 2007).
Fair Trade Certified ™: TFUSA retains the exclusive rights to license the use
of this phrase, referring to products certified by TFUSA.
fair trade: Refers to “trade between nations that takes place @autiee
government intervention” designed to benefit induswoifeadividual
countries (Griffin & Pustay 2007,p.615). This definition doesapgly to the
Fair Trade movement. Note that others use ‘fair tradd’ ‘Fair Trade’
interchangeably to reference the alternative trade inode
fairly traded: Refers to products that are not certified or certifiddoiewhose
producers support Fair Trade principles. Some companidhisggrase in
marketing their certified products, like Equal Exchange.
Local Fair Trade and Domestic Fair Trade:Refer to programs within
developed countries (the North) that want to “achiefaod system the
sustainability of which is predicated on both sociatige and ecological
integrity” (Jaffee, Kloppenburg, Monroy, 2004). At the samee, the NI in
Mexico, Comercio Justo, is referenced as creating a stanteir Trade
marketplace (Raynolds et al., 2007,p.144).
An industry periodical, Supermarket News (Correctioac&nber 10,2007),
corrected a story on certified ethically grown flowengially referring to the VeriFlora

certification as “Fair Trade”. The correction expkd that “Fair Trade” capitalized refers
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specifically to products certified by TFUSA”. Unfortunatéiat correction statement is
wrong; the term “Fair Trade Certified™” refers to prodwasgified by TFUSA. The Fair
Trade terminology is obviously confusing.

Adding to the confusion, companies are creating new nedogy to market their
Fair Trade products to create new market segments. Gleentain Coffee Roasters
(GMCR) has a new coffee product labeled Single Origilo@bian Fair Trade Select.
This coffee is FTC, comes from a single area of @bia, and is not a blend. Whole
Food Markets has their “Whole Trade Guarantee” progvéima logo to identify
products meeting their standards for quality, respect tieoement and ethically traded.
Retailers need an understanding of Fair Trade termigdaégetermine marketing
strategies for promoting, displaying, and selling Fair Tradduymts, as well as for
addressing consumer and employee questions.

2) Product Labels

Along with terminology, retailers need to keep updatethervarious symbols
associated with Fair Trade products. These symbolsredfy as logos, labels or marks,
communicate product attributes, benefits and values, mehmpénsorganizations or
certification by an organization or governmental ageftw profusion of symbols poses
the danger of “label fatigue” (Nicholls & Opal 2005, p.128)afples of some of the
estimated 137 food labels and messages for socially caissconsumers include: Fair
Trade, fairly traded, bird friendly, shade grown, all nalfugreen, eco-friendly, free
range and locally sourced (Alsever, 2006). Below are segars at the bottom of Dean’s
Beans website homepage, a 100% Fair Trade coffee compamynsteating the variety

of messages one company promotes (Appendix B). Eaclellsyéhe consumer
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something different, from products that are Fair Tradgifi@el ™ to membership in

organizations.

FAIR TRADE

[Ocks| .
i B

wl
TRADE | “eSHER. ALl

CERETIF G R ARG

With all the labels and messages competing focdlnsumer’s attention, the Fair
Trade logo must be so highly valued that consumers vaitcbefor it. The Fair Trade
logo’s success, and thus the success of the Fair Tradel,maust be worthy of the
consumer’s trust. This trust develops from confidenciarcertification process and the
guarantee of an independent third party, which are atetdwe of the Fair Trade model.
The Fair Trade logo must clearly and effectively conveybrand positioning of Fair
Trade. The challenge is to motivate the consumer to psechair Trade Certified™
products, as well as fairly traded ones which, by assogjdtelp to stimulate interest in
the certified products.

3) Brand Positioning

While conventional marketing strategies persuade consumprschase
products from only one company, Fair Trade’s marketingvegofrom a different
paradigm. This paradigm includes: (1) an internationaleneent, (2) for profit
companies and ATOs supporting Fair Trade, and (3) FTC prodingtsranding must
be applicable and beneficial to all three components pahedigm relies on cooperation
and collaboration among the stakeholders in a trangpsupply chain. As Fair Trade
moves into the mainstream, the competition is alcthrapanies and products not

reflecting Fair Trade principles, as well as otherifteation programs. Fair Trade
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Certified™ coffee, for example, must compete with thifee certification programs
Rainforest Alliance, Utz Kapeh and Bird Friendly. In éidd, companies like Starbucks
have their own in house certification program, Cotied Farmer Equity (C.A.F.E.),
even though they also carry Fair Trade coffee.

To effectively compete with established name brands,TFade brand
positioning must be consistent. The tag line on theradet Foundation logo is
“Guarantees a better deal for third world producers” (AppeBili This message does
not appear on the logo for TFUSA, yet both logos reptabersame product branding,
Fair Trade certification. Both logos work to communidatéhe consumer the same
message that the benefits of trade will be more equisdialyed. That guaranty is the
heart of the Fair Trade brand.

Along with assuring consumers that producers receiveif@es, the logo
branding assures consumers that the transparency sufpphé/ chain has been verified
by an independent third party and that Fair Trade prircipdere been followed. This
supply chain relationship reflects a value chain thath&smost powerful weapon in the
marketing arsenal” (Kitchin, ,2005). This value chain “is resdtable and valuable to
end-users” (Kitchin, 2005) and offers a unique marketing opporttarityair Trade
retailers.

In addition, the Fair Trade branding conveys benefitegaconsumer, giving the
consumer a reason to purchase Fair Trade products. Cerssara empowered by using
their dollars to help improve the lives of others. Conssrget a product that is healthy
and of high quality. Fair Trade certified products do not caenpdth low priced goods.

Consumers feel good when they purchase FTC products.aiih€r&de brand
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communicates a complex message of social, economieranronmental benefits. The
brand must also be able to move across national ahdauoundaries with the same
message; it must be universal.

The brand positioning needs to identify product attributasdan apply to all
FTC products and motivate consumers to switch brantty aew products. Products
that excel in quality, taste, style, or appearance coitipete better in the mainstream
marketplace. Quality is paramount. It is the “key fofat trade producers'Grocer,
2007). Quality, along with ethical considerations, givescthesumer a reason to choose
Fair Trade products over others, even if there is a griterential. Although many Fair
Trade producers have high quality tasting products, it is irapbto note that the high
Fair Trade quality standards relate to how the prodymroduced. There are no set
standards related to sensory attributes such as tasteetrsince those standards are
subjective ones that individual companies create. Lake @laanChocolates, a Vermont
company, carries only two Fair Trade Certified™ productschotolate and cocoa,
while other companies have found suppliers and producengrthatle chocolate that
meets most or all of their requirements for numeroosgyets. These companies include:
Divine Chocolate, Equal Exchange, Dagoba, Alter Eco, &lvace Chocolates and Theo
Chocolates.

Fair Trade pricing is the retailer’s decision, based airet# profit margins.
While Fair Trade does not dictate product prices, the Faulélcosts may, but not
always, translate into higher retail prices for smmepanies, but also higher profits
(Appendix C). Some retailers may take advantage oflFadte by substantially

increasing the retail price. Most retailers surveyed (Agpe) did not experience a
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profit margin differential between conventional and Haade Certified™ products.
Large companies have the advantage of spreading costa lawvger basis to keep the
retail prices lower. Wal-Mart can afford to sell arFeiade coffee for under $5 a pound
(Gunther, 2006) while a small retailer may need to sellfon$10 to $13 a pound.

Along with ethical messages and quality attributes, hgadta brand positioning.
Fair Trade principles require production that respectemh@onment which, for coffee,
often results in “certified organic” as an added valueth®fFair Trade Certified™ coffee
sold in the U.S., 85% is certified organic accordingy®®rganic Trade Association.
While marketing often highlights the more familiar vadfeorganic over the Fair Trade
certification, Fair Trade benefits by association.

McDonald’s, Coca Cola, and Nike view their specificrigt@ositions as their
most valuable asset, far greater than their physisatag¢Kotler, 2005, p.214). For the
conventional corporate world, “a brand is the companysnmse to deliver a specific set
of features, benefits, services and experiences censysto the buyers” (Kotler, 2005,
p.242) that gives one company the competitive edge overandtie challenge of Fair
Trade branding is not about promoting a particular producmpany; it is about
benefits and values that many products from many comparaes, sttong with a single
logo. That logo, and all it represents, is Fair Tradedstmaluable asset.

B) Identifying Awareness, Availability and Accessibility

1) Awareness

The awareness level of Fair Trade continues to incréasef 2006, 27% of

Americans can identify the certification logo (Dowr2@07). While that percentage is

encouraging, it lags behind the UK with an awarenes$ ¢é\&r %, according to the
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Fairtrade Foundation. Awareness is influenced by educatdic@sumer exposure.
Sources of information and exposure may come from s@eadyicts in retail outlets,
workplaces, schools or places of worship, in books oogieals, on web sites, or talking
with others. Consumer exposure to Fair Trade may camne $eeing posters and
brochures, learning about campaigns like “For Now, ChoedadaBitter Sweet”,

watching media events or reading a product’s packaging.athedmains, though, that
only about 1 in 4 Americans recognize the Fair Trade IGgosumers are not readily
getting exposed to and informed of Fair Trade. Traditionainess books rarely seem to
mention Fair Trade. If mentioned at all, the refereiade governmental protectionism.
The same was true for textbooks in the author’'s Maspeogram. Professor Matthew
Warning at the University of Puget Sound, a researcher anda@vof Fair Trade,
indicated he experiences a similar pattern of textboalariigg Fair Trade. From my
interviews and survey results (Appendix D), it is appa@itie author that consumers
and retailers want information and appreciate learningtaéfamiu Trade when given the
opportunity to do so.

On February 13, 2008, the author visited several local Dubénut and
McDonald locations in Chittenden County, VT. At Dunkioriits, when the author
asked for a cup of Fair Trade Certified™ coffee, mosestonployees did not know
what Fair Trade was. They were unaware that Dunkin Botaities a Fair Trade
Certified™ coffee, specifically their Espresso, althougé employee thought all Dunkin
Donuts coffee products were Fair Trade. At the McDosdttations, where all the

coffee is Fair Trade Certified™ from GMCR (in the Nodkestores), the author
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experienced similar results. Employees were notHaide educated and stores lacked
Fair Trade promotional posters or brochures for consumers.

When consumers are aware of Fair Trade, studies stadwver half will go on
to make a Fair Trade purchase. When consumers are, dln@rask for Fair Trade.
Retailers will listen; they are in the business oY the demands of consumers.
Without sufficient levels of awareness, retailers nststt at square one. “Awareness is a
prerequisite for action” (Zink, 2006).

2) Availability

According to TFUSA (Press Release), there are ovelié&fised companies
selling Fair Trade Certified™ products in the U.S. througd&M00 retail stores. While
those are encouraging facts, TFUSA only certifies @doimnumber of product
categories, mainly commodities such as coffee, tdasagar. The European list is
definitely longer. The limited availability of certifigoroducts in the U.S. stems from
certification and new product development issues. Aswoess get familiar with current
product offerings, they look for a broader range of Feade products. To encourage
new product development, TFUSA allows some composite predilath as ice cream,
products made with FTC ingredients. Following strict guidslifoe percentages of Fair
Trade ingredients, these composite products carry thi§egkfogo with a tag line
“ingredients” (Appendix B). While this move is needed, ¢hierfrustration toward
TFUSA'’s slow response to market demands. In TFUSA’srdefethat slowness is due to
limited capacity and a deliberate cautious process to dedekailed audit systems for
each product and balance the costs and benefits. WAalkere look for speed and

efficiency to meet market demand, TFUSA must protecintiegrity of the logo.
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A few years ago FLO changed its policy and now reqpireducers rather than
importers to pay for certification. This cost can add upltd,000 or more (Weber, 2007)
and can be a challenge to meet. Producers must work \g#inizations to help them
with the costs and complexity of getting certified by FIMEanwhile retailers and
consumers are looking for more products.

FLO sets the product standards that are used by FLO-QEREir inspections of
the producers and traders This process requires input fromb@nerganizations,
producer organizations, traders and external expertsdaraaxe that standards are
appropriate and traceable for the Fair Trade certiioaff his slow costly process
protects the integrity of the FTC logo but, as demand grthed;air Trade movement
may need to find more efficient procedures used by FLONdsidike TFUSA.

3) Accessibility

With awareness and availability in place, the fingb s¢eaccessibility. Surveys
suggest that a key barrier to increased Fair Trade @drtifisales is lack of in store
visibility. More consumers would purchase Fair Trade prtsdfithey could easily locate
them. In store visibility drives accessibility. Sonteres segment their offerings into
conventional and organic. Other retailers have a “nbfiomds” section. The challenge
for consumers is to figure out if the Fair Trade sugar the baking section, the natural
foods section or the organic section. Knowing whetfentbthe product is critical to
moving Fair Trade inventory and creating and keeping loyabmes's.

For retailers, the in store placement of Fair Tradgified™ products raises
concerns of how those products may affect conventiooalcertified products. What

statement is being made? If certified products are abdkihgithe world a better place,
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does that mean all the other products are doing the eppoBbr Fair Trade activists,
that is the question every consumer should be asking.

Some company brands are found in more than one plabeas GMCR coffee.
The Hannaford supermarkets in the Chittenden County (\é8 lacate Green Mountain
non certified coffee in the conventional coffee sattut display the Green Mountain
Fair Trade Certified™ coffee in the natural foods sectithe trick for the consumer is to
remember the location of these products in each sttaié. This is a barrier when
making purchasing decisions, especially if time is limitdemwshopping.

C) Identifying Controversies

1) Mainstreaming

Initially Fair Trade products were sold in a niche madfestores fully committed
to Fair Trade. Many of these retail outlets were develdgeATOs and NGOs in the
Fair Trade movement. This niche market was and is a oonpanent of the Fair Trade
movement, involving thousands of volunteers, dedicated sugypamd millions of
dollars invested in education and awareness campaigie Wk alone, ATOs annually
spend over $22 million on Fair Trade public relations andemess raising (Raynolds et
al. 2007, p.59).

As Fair Trade Certified™ products move into larger retpérations, concerns
are being raised about the consequences of mainstreaming&de. For some,
mainstream retailers like Starbucks and Nestlés aregtakimantage of the many years of
arduous work and financial investments by ATOs, 100% Fair Toawhenitted
companies and NGOs in developing the “social capitabofHade” (Raynolds et al.,

2007, p.59). Although MNCs did not support or share in thesetmeess in Fair Trade,
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they are enjoying the benefits of those investmentsilRet who are 100% Fair Trade
committed often want to be distinguished from other lesmivho carry one or two
certified products, arguing that anything short of a full camment is hypocritical.
“TFUSA is paying a lot of attention to large companiedhwiteager commitments to fair
trade," says Dean's Beans founder Dean Cycon, "and nogpajot of attention to the
dedicated people who are 80 to 100 percent fair trade” (Di2006).

The pressure to fill the demand for more products and neglupt lines
generated by MNCs may cause FLO to include plantatiotideectories. This paradigm
shift is a serious concern for small scale farmerBaAdful of MNCs control the bulk of
the global market for various commodities. Five MNCsfrSara Lee, Nestle, Proctor
& Gamble, Tchibo, control almost half of the entirerld’s coffee market (Fridell, 2007,
p.117). Three MNCs, Chiquita, Del Monte and Dole, dominaewbrld’'s banana
market, controlling the entire supply chain, from owngrsiiithe plantations through
processing, shipping, distribution and marketing (Raynolds,e2007, p.67). FLO
requires small scale coffee farmers to organize as catoyes (Nicholls & Opal 2005).
Along with cooperatives being challenged by the possillesion of plantations and
factories, the rapid growth of Fair Trade may put stramshe entire Fair Trade system,
challenging its ability to certify and monitor the supphain (Raynolds et al., 2007).

While mainstreaming has raised concerns, Fair Trade'g mihd the mainstream
marketplace is a key to Fair Trade’s impressive growtth Vair Trade Certified™
coffee imports going from less than 1 million pounds in 1@A&most 70 million in
2006 (Conroy, 2007, p.108), it is hard to ignore the impact tiNEdMike Starbucks

have had on Fair Trade growth. Starbucks imported 18 mplaamds of certified coffee
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in 2006 according to its website. The flip side is, acegydd Dean’s Beans, that
Starbucks carries only one certified coffee out of théir coffee products and to date
has refused to add any more to their product offerings. Alth&tatioucks’ 2006 Annual
Report states that Fair Trade Certified ™ coffee imper®8s of their total imports, the
majority of the certified coffee Starbucks importsas for Starbucks, but “related to the
requirements of other companies for whom they roaspankiage private-label coffee”
(Conroy, 2007, p.119). In comparison, GMCR, while not 100%Tfade, has made a
strong commitment to continue increasing its Fair Trad&f@d™ coffee products. As
of 2007 almost 30% of GMCR’s coffee is Fair TradeCertifie(GMCR Report 1
Quarter 2007).

While mainstreaming has increased Fair Trade productsisalesU.S.,
campaigns and TFUSA’s business oriented model are also gweéin for that increase
(Conroy, 2007). Successful campaigns, organized by NGOs, Amdsther activist
groups, have used “buycotting” campaigns rather than barygatnes (Fridell, 2007,
p.72). Boycotting campaigns pressure corporations to be samially responsible when
consumers refuse to purchase goods. Buycotting campaignsa @idsitive alternative by
pressuring corporations and public institutions to offer Faid&goods. An example of a
successful buycotting campaign was Global Exchange’s agmpmapressure Starbucks
to carry Fair Trade Certified™ coffee. As for TFUSAlssimess model, the approach has
been to focus on increasing certified sales and leavectiestrole to other NGOs and
ATOs. This strategy may prevent friction between TFUSWA the MNCs currently
licensed or considered to be potential licensees.

2) Selling Out
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No one can argue that Fair Trade imports, especialfgecdre experiencing
strong growth with the introduction of large scale ptay&here is opposition, though, to
“TFUSA’s market-led approach and the increasing roldaritptions and dominant
corporations in Fair Trade” (Raynolds et al. 2007, p.64¢. F&ir Trade movement, from
the beginning, has focused on helping the small scaleefarmot plantations. The
definition of small scale references farms with nedhihelp, only family members. The
inclusion of plantations, for some, means TFUSA Isngeout the Fair Trade movement.

While increasing sales for Fair Trade certified produchs isbjective of the Fair
Trade movement, it is not the only objective. Otheedtiyes include influencing
corporate practices to be more socially responsildepagssuring international trade
policies to distribute benefits more equitably to the podhe developing world. Rather
than offering an alternative to what Karl Marx reéfto as “the commodity fetishism of
commercial retail” by exposing the supply chain of cordities, TFUSA’s concentration
of collaboration with MNCs may dilute the other loregm goals of the Fair Trade
movement (Low 2006 and Fridell 2007 p.4). This emphasis onatallkee expense of an
advocacy role is also selling out for some activists.

Although TFUSA has created a business model to drarhaiiverease sales
with the entry in mainstream channels, there is lgtlelence to show that TFUSA’s
model is changing corporate practices or influencing tratleigs. Wal-Mart now sells a
Fair Trade coffee but is still about low cost goodsrisieks sells Fair Trade coffee but
only one, and that happened only with strong public pressudusks does not
promote or advertise its only Fair Trade Certified™ amffeafé Estima Blend. While

both Dunkin Donuts (nationwide) and McDonald’s (in thertheast) sell a Fair Trade
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Certified™ coffee, the author was unable to find any promatioraterial in their
respective stores in the Greater Burlington Vermord soenform customers of their
Fair Trade coffees. Several Dunkin Donuts store did dispd@ small 3” x 4” card in the
entry door with the logo, but the card was easy to amsisgave no information. The
author could not find any information on the McDonald'$sée related to its Fair
Trade coffee, and the Dunkin Donuts site revealed somienaii Fair Trade espresso
information only after some searching of the site (Darikonuts, 2008, McDonalds,
2008).

Some critics contend that TFUSA promotes “Fair Tradeompanies based on
the capacity of certification to reduce activist pressumek enhance a corporation’s
image” (Raynolds et al., 2007 p.65). The actions of TFUSAestgtat growth of
certified products justifies working with MNCs, even if tihés no corporate change in
business practices. For others, it is not enough to sersaes; advocacy for change in
corporate practices and trade structures and policiggialg important to reduce global
poverty.

3) Anti-Free Trade

Free trade advocates insist that the “unfettered movimkgoods and services
between countries offers the most efficient modeht&rnational business (Nicholls &
Opal, 2005, p.17). In this model, some will benefit and otiwis are inefficient will
fail, all for the general good. Trade liberalization Baen much success, but it has also
resulted in gross inequalities. “By the late 1990s the po@@8stof the global population
generated only 1 per cent of the global Gross Domestatuletowhilst the richest 20 per

cent generated 86 per cent” (Nicholls & Opal, 2005, p.18). tFaele alone has not been
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able to solve the global poverty crisis. “Despite evidethat the Fair Trade model
works, poverty remains a grim reality in many developegjans” (Ericson, 2006).

Until trade is really free, meaning free of all sdless and trade barriers, and fair,
meaning just and equitable for all, Fair Trade offers &anradtive model for those at the
bottom of the global economic ladder. The Fair Tradeahexists within the free trade
system, working to level the playing field for all stakehoddeequiring direct trade with
producers to cut out the middlemen and floor prices tordbeecost of production, the
cost of living, and the cost of complying with certifiicatt standards. Producers in
developing countries lack market information, access tetmand credit, strong legal
systems and the ability to readily change productiorhotkt and products. The
developed countries and the MNCs have all of these céjpabdt their disposal
(Nicholls & Opal, 2005).

Critics such a3he Economissuggest Fair Trade “is not in the best interest of
(small) growers” (Jacques, 2007). The Adam Smith Institute ghdaia document
claiming that Fair Trade is not fair and may do morerhdman good (Sidwell, 2008).
This critique makes numerous unsubstantiated claims suélaiagrade producers
benefit at the expense of other producers; Fair Trages helatively prosperous countries
and ignores poor ones; Fair Trade keeps people trapped irtypdveebuttal by the
Fairtrade Foundation explains that Fair Trade coopegapikessure other traders to offer
competitive prices, helping all producers. Mexico, thetiraddy prosperous country
mentioned in the Adam Smith Institute document, hasajrthe poorest coffee growing
regions in Latin America, Chiapas. Fair Trade worksl@xico as well as in numerous

other poor areas. Fair Trade’s ability to provide stiglaglnd financial security to poor
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farmers enables them to consider the risk of diversiinabften held up as a key to
getting out of poverty, according to the Fairtrade FouadailVithout stability and
security, poor farmers cannot afford the risk of diveration.

Global poverty, even with free trade, is still a glodygsis. As Joseph Stiglitz
points out, worldwide population growth is winning out ovesr@omic growth. “Outside
of China, poverty in the developing world has increased theepast two decades”
(Sitglitz, 2007 p.11). What is needed is more fairness (&i@007, p73). Fair Trade
offers an alternative trade model that, while stiligg, has already demonstrated success
in improving the lives of disadvantaged producers. The engpbastducation, higher
incomes, better business skills, community investmelstsocratic organizations, and
empowering women are all components of Fair Trade'sessc Fair Trade also puts
pressure on free trade to be fair and genuinely free.

4) Halo Effect or Fairwashing

Some companies carry a Fair Trade Certified™ product todood, as opposed
to a genuine desire to make structural changes in corpmaateces. This is referred to
as the halo effect, “the tendency for the good feelamgsnd one product to reflect well
on the entire brand” (Holt-Gimenez, Bailey, Sampsfl7). Some activists also call this
fairwashing, “a play on the term greenwashing defined asfoisaation disseminated
by a corporation so as to present an environmentaigdty public image” (Nicholls &
Opal, 2005, p.138). While the growing involvement of Fair Tradle MNCs can be
viewed as an important component of expanding the FadteTmaarket, others see it
differently. For some, corporate involvement in Haide is motivated by a desire to

protect “their public image for the sake of profitabiliyridell, 2007, p.73). For these
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corporations, Fair Trade products are not viewed as helpengoor but as a way to
influence consumers to buy their products by “shiftingratbn” and making “relatively
minor commitments to Fair Trade” (Fridell, 2007, p.73-74). ifbry is that what is
minor for MNCs is often major for Fair Trade. Starksiés a case in point. Only about
6% of their total coffee imported is Fair Trade Certiff¢, but that 6% equates to almost
30% of all Fair Trade coffee imported into the U.S.(Stekis: CSR Annual Report
2006).

For some activists, the involvement of the MNCs psavat Fair Trade “has
arrived” while for others it means Fair Trade has lisstviay. When Dean Cycon, owner
of Dean’s Beans, removed his company from TFUSA'©lidicensees, he explained
that "Fair trade is supposed to be a movement about shaiade, but it is turning into a
marketing exercise" (Dicum, 2006). He was frustrated withgamies wearing the halo
and not being fully committed to the Fair Trade movem8tdarbucks is an example of a
company that appears to have the halo effect. The asploée with a former Starbucks
employee working her way through college who was suteath&tarbucks coffee was
100% Fair Trade. While Starbucks does have one Fair Trafiecifhas its own self
certifying internal system which is substantially diffgréom Fair Trade. There is no
independent third party for verification, or a guaranteear firice or required long term
commitments. What about Dunkin Donuts, McDonald’s, Walkt and Costco? What is
their motivation in retailing a Fair Trade coffee? Rwny the answer is the halo effect.

Most companies today have a corporate social resplitysiBiSR) component in
their mission statements. The CSR goal is to “proradtemane and just society” and to

be “mindful of the triple bottom line” of social, esemic and environmental impacts
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(Griffin & Pustay, 2007, p.127). Sometimes Fair Trade is @ttas a way to
demonstrate satisfying the CSR goals. For example, €O stated that its CSR

is an inherent part of the Nestlé business straiagiestlé Business

Principles which guide the way we operate. As stewards of largeiata

of shareholders’ capital, it is my firm belief that order for a business to create

value of its shareholders over the long term, it ralsst bring value to society . . .

we believe that the true test of a business is whétheeates value for society

over the long term. This is particularly true in dep@igy countries,...

(Mitchell, 2006, p10)

While Nestle has over 8500 products and is the world’s laogdiee producer,
they have only one Fair Trade Certified™ coffee, Nes@artners’ Blend (Holt-
Gimenez et al., 2007). As Global Exchange points outtldNe$-air Trade coffee does
not truly fulfill its CSR obligations. “The launch ofNestle Fairtrade coffee is more
likely to be an attempt to cash in a growing market..n tiggoresent the beginning of a
fundamental shift in Nestlé’s business model" (Globaltange, 2005).

5) Domestic Fair Trade

Domestic or local fair trade is relatively new te thublic. Campaigns like
Brattleboro VT’s “Buy Fair Buy Local” support buying Fairalle products as well as
locally produced ones, yet the domestic fair trade mowemants to go further by
providing assurance that producers of local products héhe id.S., as well as in other
developed countries, receive similar benefits that Haide offers — fair prices, fair labor

conditions, and opportunities to more fairly compete WthCs.
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While those in the Fair Trade movement generally sugpertoncept of
domestic fair trade, the terminology of “Fair Trads applied to producers in developed
countries runs the risk of confusing consumers and diluti@daunding mission of the
Fair Trade movement to help the poor at the bottom ofjititeal economic ladder.
Unlike those disadvantaged producers, farmers in the Ev8.dtcess to market
information, credit resources, education for theitdrkn, organizations, infrastructure,
as well as safe water and sanitation.

Domestic or local fair trade and Fair Trade are nabinflict or in competition
with each other. Both groups want to make trade fair andNast Fair Trade certified
agricultural products such as bananas, tea, coffee, acdlakte are grown in developing
countries, although there are a few exceptions like edftem Hawaii. The Local Fair
Trade Network (LFTN) promotes both local and Fair Traaelucts and wants to make
the connection among consumers that the entire fgsidra should reflect the Fair Trade
principles.

Equal Exchange has collaborated with other compan@®sm@@anizations in
launching the Domestic Fair Trade campaign in the d.Support small scale farmers
and cooperatives that follow Fair Trade principles. Tampaign is not identified by a
particular label at this point in time. The concerthist there are already too many food
related labels to compete with, relying instead on thagghidomestic fair trade’ on
packaging to educate consumers and retailers. It is inrmpdotaemember that there is no
independent third party such as TFUSA that verifies domé&stitrade products in the

North.
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There is one NI in the South that is viewed as #fieerof Domestic Fair Trade.
Mexico has recently started its own National InitiafiComercio Justo. This NI is
referred to as domestic Fair Trade by at least onehBlortauthor, Laura Raynolds
(Raynolds et al., 2007 p. 144). Comercio Justo is theNirgt a developing country and
activists in Mexico view their NI as a certifier okthown domestic Fair Trade. Thus the
term domestic Fair Trade may reference Fair Tradeitaes in the North but also in the
South.

6) Is Fair Trade really fair?

According to results from a survey the author sen{Appendix J), a dominant
concern retailers have is the question: Is Fair Tradtyrfair? How does the reality of
Fair Trade match up to the promises that Fair Trade gies@d TFUSA’'s CEO, Paul
Rice, explains “Our claim is quite simple. When youaeelabel on a bag of coffee, no
matter where you find it - whether it's your local natéwad store or a Costco or a Sam's
Club or a McDonald's — you are guaranteed that thosesfargot a fair price and that
they're living a better life" (Dicum, 2006). Reports by &to Méndez (2005), Daniel
Jaffee (2007) and Laura Raynolds (2007) show that farmersdivedenefits, although
fair prices may not always be among those benefits.

Benefits in Fair Trade communities include the envirortrbemng respected,
producers learning skills in organizing, business, and tragigtiaons, more children
attending schools, more households having savings, woeneg émpowered, and
investments being made in local communities. Reportsatelithough, that there may

be a serious problem in some communities with food ggcthre farmer’s ability to put
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adequate food on the table for his/her family. This prolaballenges the consumer’s
perception that the farmer, not just the cooperativeives a fair price.

Cooperatives do receive fair prices for their productdefised by FLO. These
prices are designed to cover production costs, costeddt@complying with
certification standards, and the cost of living. Prodsieee paid after expenses are
covered; what is left over is divided among the farm®@ogial premiums can only be
used for community projects. Unfortunately “the full betsedif higher prices do not
always trickle down to small-scale farmers” (Daniel®&tchers, 2005, p.26). Given
what some studies point out, concerns of food secugest that the prices are not as
fair as they should be. “Certifications are not likelfluencing the level of food security
of coffee households” (Mendez et al., 2005, p.30), butmp®rtant to remember that
individual farmers in different cooperatives experienaging degrees receiving a
greater portion of the net profits from their respertiooperatives. Testimonies on Fair
Trade NGO websites often demonstrate how Fair Traslenaale a big difference in the
lives of producers. While those differences are impgrtae realities may not always
match up with promotional material.

Along with the question of how fair the price is, sotnéics challenge the
fairness of FLO’s methods of operation. The notion, theof 2004, the producers must
pay for their certification and annual inspections wtieir lives are a constant struggle
to survive may be seen as inherently unfair. The initidif@@tion can run into
thousands of dollars.

In addition to the burden of certification and inspattees, another aspect of the

fairness issue relates to exclusivity. When commoditeprare low, the demand for
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producers getting Fair Trade certified grows yet FLO’s jrastoften result in restricting
the number of producer groups when they are most neededwiiés, coffee farms that
include hired help yet believe in and practice the essgit®e Fair Trade principles do
not qualify for Fair Trade certification. Thus the warken large coffee plantations are
excluded from the Fair Trade benefits. FLO justifies thigairness” with its goal to
help “build economic independence and empowerment for&adrtcertified small farm

organizations” (http://www.fairtrade.net/introduction.jtm
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CHAPTER 3: Addressing Fair Trade Marketing Challenges

Addressing challenges in marketing Fair Trade involves loaéibnal and
international stakeholders. Retailers can address sbatlenges, but most challenges
will require a collaboration of efforts by retaileM¢sOs, ATOs, Fair Trade companies
and other interested parties. In determining effectiiisns to the challenges identified
in Section Il of this thesis, the direction of thedd debate of what Fair Trade should
achieve may be the pivotal point in choosing optionEals Trade about increasing sales
of producers in developing countries, changing internativadé rules, removing unfair
subsidies and trade barriers, changing trade models, agacwyiporate behavior, or is it
all of these? While there is active debate about WhatTrade should be, there is little
debate that it is about changing consumer behavior.

A) Addressing Confusion

1) Terminology and Multiple Labels

In March 2008 Jamie Guzzi of TFUSA asked the author to eagelgeveral
local Vermont retailers to carry Fair Trade Certfi¢® flowers. One retailer said he
already had Fair Trade flowers, pointing to the stdteiser display with a sign reading
“Fair Trade Certified” and “by VeriFlora”. The retailefas unaware that VeriFlora does
not certify Fair Trade products and that the term “Faide Certified™” is a trademark
protected phrase controlled exclusively by TFUSA. Thealgtsurvey confirmed some
confusion is typical among retailers (Appendix J). Wietnilers are confused, they risk
misinforming consumers. More education directly targebergtailers should be a top
priority for TFUSA, whose vision statement identiftee need to “educate, inspire and

mobilize” people to support Fair Trade principles (TFUS/#sion Statement ).
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The abundance of product labels and terminology auntathe words “fair” and
“trade” add to the confusion for both consumers andleetaiaccording to feedback from
my survey, readings and observations. While numerous labeésthe potential to
increase added value to products, those labels also prasegt @ompetition for the
certification logo. For the logo to stand out, it mirst be in use and placed on the front
of packaging. TFUSA should identify those companies tteali@ensed to use the logo
but do not put it on their products, such as VT Artisaffé@o& Tea Co. TFUSA needs to
understand why some companies don’t use the logo and encosrage.iCompanies
that do use the logo but do not display it on the fréth@® packaging should be
identified and encouraged to display the logo more visildy.example, Equal
Exchange, a 100% Fair Trade company, puts the logo on tkebtwe packaging for its
decaffeinated organic coffee. Alter Eco’s product Red Teald®sanly has the logo on
the individual tea bag wrappers, not the box containingethdags.

If importers, roasters and retailers do not feel #ie Frade Certified™ logo adds
value to their products, TFUSA needs to learn what is hapg@mong those
companies. The objective is not to criticize but to fidte learn from, and address the
needs of retailers. Is more generic marketing the &geherating more awareness,
demand and added value for certified products? Is more edutiai@answer? Is a closer
working partnership with small licensees the answer?alitigor’'s conclusion is yes to
all of these questions.

At some point in time, TFUSA is going to be the onlyrdét using the universal
Fair trade certified logo. While there is little doubattswitching over will create some

initial confusion and expense to the licensees, TFU®Al postponing the inevitable.
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They should develop a strategy and set a time framéirhwo make the switch. By
adopting the universal logo, TFUSA will signal its deswrgoin forces with the global
movement rather than going it alone. The long termfiierier the broader movement
justify this move. Connecting with the energy, marketany] acceptance of the universal
logo offers the opportunity to increase awareness, deereonfusion, and build a broad
grass roots base.

2) Brand Positioning

Fair Trade marketing is about communicating a story of Whappens in the
supply chain and how the product on the shelf is a tanggbldt of that story. Fair Trade
marketing is about empowering consumers to make choésesllon factual, verifiable
information rather than on hype. While conventional mnseuse images creating
allusions with actors, Fair Trade marketers use imagesabpeople in real settings.
Product packaging utilizes stories of individual producers agid tbmmunities to
connect consumers with the other end of the supplychaese stories are an effective
educational and marketing tool, reducing a complex trading nmatdethuman terms and
focusing on numerous benefits rather than just one.

Product packaging is the number one marketing strategydvessing the
branding challenges, according to survey results (Appendbhé)Fair Trade product
packaging often contains photos of producers, quotes from edaied details on what
Fair Trade means and how it works. Some companies usasefb encompass the
essence of Fair Trade branding. Green Mountain Coftag’'tne is “The Taste of a
Better World”. Divine Chocolate uses “Heavenly Chocolsith a Heart”. These efforts

move beyond the simplistic branding of Fair Traderag a fair price. Fair Trade has
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many benefits which are essential to communicate tewnears. While receiving a better
price for products is one of the Fair Trade objectivegpfoducers, pricing is more
complex than just a fair price. Farmer cooperativestioer organizations are paid for the
products, not the farmers directly, and then those cotyesalecide how much farmers
receive.

The logo represents the Fair Trade brand. TFUSA dsrttie use of this logo
and has strict requirements about it use. Given the yddweed on this logo, it is
unfortunate that not all companies carrying FTC products eslego, or use it correctly.
For consumers, the logo is the guaranty that produetgeatuinely Fair Trade
Certified™, reflecting the Fair Trade principles.

Along with packaging, the survey (Appendix J) shows teersg most used tool
for marketing Fair Trade and communicating the brandinglkéng with customers,
which relies on the expertise of the retailers. Thisgs the discussion back to the need
for more educational programs directed specifically @iless. Retailers rely on websites
and suppliers as their two main sources of informatigppéhdix J). The dependence on
websites highlights the need for TFUSA to take an objedtigk at its current site,
compare it to Fairtrade Foundation’s site and have a focugpgto an objective
comparison. For the author, the TFUSA site has sepesllems: small font size, lack of
excitement and color, too much information on managemehtnough information on
the activists, advocacy, producers and products. Thisasie the ability to search it, a
critical tool for retailers looking for specific infoation.

B) Addressing Awareness, Availability and Accessibility

1) Awareness
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Increasing levels of consumer awareness of Fair Tisagiesential to increase
retail sales. The level of awareness in the U.S.ii@roved over time but still lags
behind the UK. Looking at successful programs and campaidhse ldK is a worthwhile
strategy to help increase awareness levels in theSd:8e of these campaigns, or some
variation thereof, are already being tried in the Uafile others are not. This is
unfortunate as it seems a waste of resources wherkth@as$)already developed some
impressive programs and campaigns. Granted some may séghlt adjustment to
adapt to the American culture, but the UK campaigns, alittheir excitement and
energy, are worthy of being copied here in the U.S. Qample is the UK Young
Cooperatives, a program that works with students and stwoteate Fair Trade stores
within the schools.

The Fair Trade Towns Initiative (FTT) is one campdlgat started in the UK and
recently has taken hold in the U.S. FTT is an excedieap in community educational
outreach, encouraging towns to meet basic criteria asi¢cfaving a minimum number of
retailers carrying Fair Trade products and passage of latiesssupporting Fair Trade
by a local governing body. The Fair Trade Towns Initiati&a point to some initial
success with five towns, including Brattleboro VT, a®#itial Fair Trade Town as of
March 2008. To date the UK has about 300 Fair Trade Towrnsgdhe U.S. a high bar
to reach for (Fair Trade Towns).

Fortnight, World Fair Trade Day (WFTD) and Fair Tradenth are also
campaigns to increase awareness. Fair Trade Fortaightestablished successful
campaign in the UK, promoting Fair Trade products, retadlacgsproducers. This

campaign runs for two weeks in March with attention gradp activities throughout the
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country. In May 2008 the Fair Trade Resource Networkiisdiicing America’s first

Fair Trade Fortnight Campaign to coincide with therma&onal celebration of World
Fair Trade Day, May 10, rather than coinciding withthéFortnight campaign in late
March. WFTD is a separate event, always on the seSaturday in May and sponsored
by the Fair Trade Resource Network with support from Raide companies. This day is
an opportunity for all groups in Fair Trade to connect withititernational movement. It
may make more marketing sense to separate the timing édinierican Fortnight and
WFTD celebrations rather than overlap them, which diaye attention from the
uniqueness and international focus of WFTD. Fair TradatM® a U.S. campaign,
designating October as a time to promote Fair Trade aoffietoexposure for retailers
carrying Fair Trade products. All of these campaigns geapng the U.S. may require
more financial and human resources or existing resotodas better allocated to assure
success.

A U.S. campaign that targets students is United Studentsair Trade (USFT),
pushing for Fair Trade products on campuses around the caBuatgess stories include
Dartmouth, Brandeis, and the Universities of Floridazéma, and Washington. USFT is
independent of TFUSA, who also promotes Fair Trade congumph campuses. Along
with campuses, TFUSA targets faith groups with its lafdrfFair Trade Initiative,
asking congregations to serve Fair Trade products.

While the focus has been on communities, schoolsaitidgroups, a huge
untapped potential for increasing awareness is procuremimiepof U.S. governmental
agencies and businesses. The UK, as well as other iesumtid the European

Parliament, has demonstrated a strong commitment twithalusion of Fair Trade in
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procurement policies of its governmental agencies atfdnathe business sector. These
policies encourage or require purchases from suppliersalfpooducts and Fair Trade
products. Some U.S. municipalities have encouraged thd &3eproducts but to date
there is no formal campaign to incorporate Fair Thatke procurement policies.

Along with campaigns to increase awareness, retaéstwed attention getting,
attractive in store posters, point of sale brochuaed other effective Fair Trade
marketing material. Fairtrade Foundation in the UK sffenvariety of attractive materials
(Appendix E). Individual companies recognize the need tocatiteention with bright
colorful packaging (Appendix F). TFUSA should consideraraping its promotional
material for retailers and follow the successful epla® of Fairtrade Foundation.

In 2004 TFUSA started a generic marketing fund (Nichol®gal, 2005, p.129)
that suppliers and retailers would contribute to. lometTFUSA would run generic
promotions in specific regions when requested by those supphérretailers. That fund
is currently not operational. Given the upbeat growtbailes and interest in increasing
awareness, this fund should be restarted.

2) Availability

The limited availability of Fair Trade products is ohcern to retailers. Estimates
are that one half of American consumers who recoghgé-air Trade Certified™ label
say they buy Fair Trade products, but they also sal @aavailability limits their
purchases”. (Raynolds et al., 2007, p66) While Europe enjoydeavariety of certified
products and product ranges, such as snack bars, winegjifest, and soccer balls, the
U.S. market has a more limited number of agricultudated products and, as of April

2008, no non-agricultural products. TFUSA should consideloczding resources to
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increase capacity for launching more than one or twopreducts a year. In addition,
FTUSA should work more actively with Fair Trade companespecially 100% FT
companies, to develop composite products. Composite produttsncbair Trade
Certified™ ingredients and reflect a growing demand foweaience snacks and meals
and offers. These composite products are an opportunigrease sales of products like
sugar, cocoa or fruit. Europe’s snack bar Geobar offeexample of a successful
composite product developed through a collaborative effort.

Private labels have become another source of new peodiacge retailers have
developed their own private Fair Trade Certified ™ colfdel, like Costco’s Kirkland
and Sam’s Club’s Members’ Mark. National and regional supeket chains such as
Price Chopper and Hannaford’s, who already have theirmwate labels on milk,
cereals and other agricultural food related products, steuthcouraged to create
private Fair Trade labeled products.

Along with product development, the certification pracdstermines the
availability of certified products. This process has ksmused of being slow,
inefficient, and unfairly restricting new participantsie Fair Trade market. Groups like
the Community Agroecology Network (CAN) (Appendix A) haeached out to coffee
producing communities to assist them with obtaining fundshie cost of certification, as
well as assisting farmers in working through the compiexof the process. FLO offers
some financial funding, but this, in turn, creates and#yar of complexity to work
through. CAN offers its farmers direct access to ddBsumers through its website.

CAN is a model that could be considered by groups lookinguelale a long term
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relationship with a community that enables researdmisstudents to study related areas
in the field while making a concrete impact on commusiitieey study.

FLO and its NI members need more direct feedback fromefies to better
understand how the issues related to certification impacmnarketplace. In 2007, FLO
invited producer groups to become members and finally agreedréase the Fair Trade
Premium for coffee farmers from five cents to tentseand the Organic Differential
from fifteen cents to twenty cents. The Fair Tradenkum, also called the social
premium, is an amount paid to the cooperatives above th&made Minimum Price for
reinvestments in the community. The Organic Differemgalards farmers for meeting
organic standards. These increases were long overdue andtsbgtgsome members of
FLO lack an understanding of the actual financial realii@mers face.

TFUSA's lack of capacity to bring more than one or tveav certified products to
market, even though it now takes in more than $4.5 miltidicensing fees according to
TFUSA'’s 2006 Annual Report, is being challenged by NGOs lilerinpcion*.
interrupcion* works to develop sustainable transparent sub@alys by partnering with
the Institute for Market-ecology (IMO), a Fair Tradelarganic certifier, and
Asociacion Civil Interrupcion*, a non-profit developmemganization. My conversations
with people from small local coffee companies, suppbers health food markets in
Vermont reflect a prevailing frustration and disappointime TFUSA. The overriding
sense is that small retailers are less importafEtdSA than the MNCs like Starbucks.
This shortsightedness of TFUSA to underestimate thertapoe of grass roots support
is a serious risk to the future of Fair Trade in the. . SFUSA continues to be seen as a

“problem” rather than as a partner, retailers may béiaas about carrying Fair Trade
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Certified™ products.
3) Accessibility

Accessibility is often sited as a key factor in a eoner’s decision to buy Fair
Trade products. First consumers must be able to easilguackly locate these products.
Retailers need to know what patterns successfully engeumare purchases. If Fair
Trade sugar is in one aisle while other sugars are imandhe consumer needs to easily
identify the location. Some retailers display Faiade products in separate areas,
perhaps out of concern that the Fair Trade product suggesthere is something wrong
with the similar non Fair Trade products, which in faetyrbe the case, at least for Fair
Trade activists. If consumers can’t quickly find Fairdegroducts, sales are lost.
Perhaps a study or survey of different strategiesdorFade product locations and
displays would benefit retailers. To encourage studiesarketing, TFUSA should
develop a list of “needs” and publish this list on theibsie to promote academic
studies by students and faculties.

Along with departments within the stores, location ineslghelf placement, with
eye level the prized location. In store displays qyigkab consumer attention. Some
Fair Trade companies have developed their own stand algplayd while others depend
on the individual retail stores. TFUSA'’s Fair Tradetified™ flower promotion
includes offering retailers a stand alone display to drt@ntion to the latest certified
product (Appendix G). Retailers could use more creativeswéincreasing visibility for
Fair Trade products. TFUSA’s display for flowers isvaall step in the right direction.

C) Addressing Controversies

1) Mainstreaming
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Mainstreaming Fair Trade has been credited with dranfigtinareasing sales,
especially coffee. “In 2000 the U.S. Fair Trade market®a@vmillion in sales; by 2005
it had ballooned to $500 million” (Holt-Giménez et 2007). TFUSA's strategic
decision to mainstream Fair Trade paid off. While thelgétie question of the short-
term positive impact on sales figures, the motives ang-term consequences of MNCs
involvement in Fair Trade are less clear. MNCs, ferrtiost part, have not voluntarily
offered to carry Fair Trade Certified™ products. Their ingatent is often related to
public pressure or to satisfy shareholder’'s concerruttilihg their CSR, which in turn
may help to derail activists’ criticisms of corporatédeor. Yet, ironically, it is this
behavior that Fair Trade hopes to influence and change.

Some MNCs like Starbucks have tried to justify theirt@dicommitment to
purchasing more Fair Trade by claiming that there isn’'t ensughly or demand and or
that the quality is not to their standards (Jaffee, 2007,p.2001-PB2 truth is that, for
Fair Trade’s flagship product, coffee, FLO estimatestti@majority of Fair trade
certified coffee from some cooperatives ends up beingasotnventional coffee due to
a lack of buyers. MNC concerns related to the coffeelgwgpp not valid. As for
demand, the growth figures demonstrate consumer inteneshges to grow as more
products come on line and are more readily availablail®efpermarkets in Vermont
continue to expand their natural food sections, refigdiis demand. As for quality,
85% of Fair Trade coffee is organic and companies like GM@RVT Artisan, roasters
and retailers of quality specialty coffees, recognizea& Trade and quality can and do
go hand in hand (Organic Trade Association, 2008).

Other products like chocolate have similar storiedClate Fair Trade
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companies like Divine Chocolate and Equal Exchange havergrated that Fair Trade
and quality are a winning combination. Some activists fearNtINCs may want only
enough involvement to control the Fair Trade market, snthll farmers dependent on
one contract with a MNC, to keep Fair Trade as a nicaket so that the MNCs can
continue business as usual. Another reason for limitexviemnent may be to simply
satisfy shareholders’ concern for meeting corporat@lk@sponsibilities. When
companies like Starbucks sign contracts for Fair Traagfiéd™ coffee, that purchase
represents a small portion of their total purchasedpydbcal farmers the sales are huge.
The fear is that over time a few MNCs could dominbgRair Trade market and put the
small scale farmers at the mercy of the MNCs adlsmeporters get pushed aside.

To address the concerns of mainstreaming, TFUSA and otbereld to
coordinate basic standards and requirements that applyMiNCs. Rather than
lowering the bar, raise the bar. Small companies tleat@0% FTC should be recognized
and rewarded by reducing their required fees, perhaps onrgydichle dependent on a
percentage of Fair Trade to overall company sales. iitigm might motivate MNCs to
become more committed. TFUSA must work with retailei @onsumers to demonstrate
that MNCs cannot gain control Fair Trade.

2) Selling out

In conjunction with mainstreaming concerns, sellingleasg been a criticism of
TransFair and FLO for their focus on MNCs involvemeithout pressuring those
corporations to improve their behavior. TFUSA walkga line with this move toward
licensing MNCs. On the one hand, TFUSA wants to encoubege to participate in Fair

Trade, and, on the other hand, NGOs in the Fair Tradement would like those MNCs
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to change their corporate behavior of profits abovels#i. TFUSA is in an awkward
situation being asked to criticize its licensees. HenE&JSA has not been aggressive in
demanding corporate changes or trade policies. Somesd# MNC licensees may even
benefit from unfair trade policies. TFUSA has left acating for changes in corporate
behavior and trade policies to other NGOs like Globa&lhaxnge and Oxfam, which have
sponsored numerous campaigns, including the one that brstaghticks to the table to
work with TFUSA. TFUSA can demonstrate it is not sgjlout by becoming an active
advocate in the Fair Trade goals of improving corporatetiges and trade policies.

Selling out also involves TFUSA's treatment of MNCshél TFUSA signed up
Starbucks, they were given preferential treatmerdfed|to requirements to initial
purchase quantities and fees that importers pay on a ped pasis (Jaffee, 2007,
p.203). After some loud outcries, these inequalities wajteseed. There are questions
about why importers, especially MNCs, are not requinelobtve the same transparent
books that are required of the producers. Starbucks’ impaitsle coffee beans that are
roasted for other companies, making it difficult to aseefjtest how much Starbucks is
committed to Fair Trade Certified coffee. With onlynaadl percentage of Starbucks
coffee imports being Fair Trade, what is happening tthalremaining farmers who sell
to Starbuck’s? At the same time, companies that are 100%rade complain that they
are not rewarded for their efforts to fully commitR®C products.

Addressing the criticism of selling out may require TFUSA other Nls to
publicly disclose agreements made with MNCs. This disci & a real test of these
NGOs to a commitment of transparency throughout tireTFade supply chain. Along

with disclosure, TFUSA needs to go on public recordttiey expect and demand that
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their MNC licensees demonstrate a stronger committoelsair Trade principles. This
requirement should not be viewed as a criticism of thestomers so much as a
declaration of contract conditions for doing busineth WFUSA. MNCs must be
willing to openly document concrete actions that dematestheir commitment. Signing
a TFUSA contract without conditions to increase Faad&rimports and function
transparently is not sufficient.

3) Anti-Free trade

Fair Trade has been accused of being anti-free tra@seTdriticisms miss the
mark. Fair Trade is anti unfair trade. Fair Trade is agjlvesrace to the bottom. Joseph
Stiglitz, Nobel Prize winner of economics, calls aurrent trading system both unfair
and not free (Stiglitz, 2005). The current free tradeesyss full of protectionist
measures including tariffs and subsidies rewarding thatbepolitical clout. At the same
time, the North demands that developing countries elimitregir trade barriers. The
North bullies the developing countries into signing trageeements that often are far
more beneficial for the North than for the South.

Meanwhile, the North ignores pleas to eliminate giscailtural and textile
subsidies. The current agricultural subsidies for thh ‘tountries” exceed $300 billion
per year (Jaffee, 2007, p.xi) while the United Nations ed@mit would take $40-$70
billion to reach the Millennium Development Goals by 20&8ucing global poverty in
half (Fair Trade Federation, Facts and Figures). Iitlse alone, agricultural subsidies
are $55 billion in the current 2008 proposed congressional Bdr (Political Base). Fair
Trade NGOs, including TFUSA, need to stand up to the traldegsocausing continued

inequities in the marketplace. This is not “anti-fresgle” but rather “anti unjust trade”.
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Even if Fair Trade was anti-free trade, which it is i@ty Trade is certainly no threat to
globalization. Fair trade is less than “.01 percenhefglobal market’(Raynolds 2007,
p.8) The fact that free traders like the Adam Smithituist criticize Fair Trade suggests
that perhaps Fair Trade is starting to challenge sonteeahherent inequities of the free
trade system, which is, after all, what many Fair Tratiepe to do.
4) Halo Effect or Fairwashing

When companies sell one Fair Trade Certified™ producthotheir public
relations image, the potential for the halo effedlesrly obvious. These companies use a
Fair Trade product as a “showpiece” to wash away thgatnge image or distract
consumers from other corporate behavior. While compasueh as Dean’s Beans, VT
Artisan Coffee & Tea, Planet Beans and Higher Groumddilig Company have mission
statements that reflect a full commitment to Faade principles, others use a single Fair
Trade product to satisfy their CSR requirement. It isl ha believe that Nestlé, with over
8500 products, thinks its Fair Trade coffee Partner’s Blghdomehow get consumers
to ignore all the well publicized concerns of violati@isocial and environmental rights.

TFUSA'’s decision to license MNC retailers like Né&] Starbucks and Dunkin
Donuts without requiring them to demonstrate any increat®eir Fair Trade
commitment suggests that TFUSA silently accepts trestthat these MNCs are
wearing. Sales without change will ultimately risk aomgr suspicion and loss of trust in
the Fair Trade logo. While consumers can use their purchaswer to send messages,
they are often confused by the halo. Starbucks’ coffeegsiently associated with Fair
Trade coffee. Consumers are not going to researdfiffeeence between Fair Trade

Certified™ and C.A.F.E., Starbucks in house program. TFU&4s Starbucks up as a
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positive example of why sales are so impressive. Stkshueask in the light of Fair Trade
without any fundamental corporate change.
5.)Domestic Fair Trade

Domestic Fair Trade and Fair Trade can and must teagrist in a cooperative
manner. The public has already latched onto the term “siaarfair trade”. Here in
Vermont the Vermont Milk Company promotes itself ascari@stic Fair Trade company.
In order to gain the political support to involve governmeertd social organizations,
local support of Fair Trade is paramount. PromotionBod/Fair Buy Local’ go a long
way to assuring local farmers that Fair Trade is suppgodi their hard efforts.

Educational material will have to address the diffeesrizetween domestic Fair
Trade in the U.S. and Fair Trade in a developing couRgtailers can help by making
sure the Fair Trade Certified™ logo is prominently displayeldelp make the distinction
for consumers. TFUSA should put more effort into encgiagacompanies that are
licensed to carry certified products to actually use the togoertified products.

6) Is Fair Trade Fair?

The fairness issue is one of the top three condénsont retailers indicate as a
challenge in marketing Fair Trade (Appendix J). The qoegoes to the heart of Fair
Trade branding. Is Fair Trade fair? The truth is n@ags, but there are continued efforts
to improve the model so that one day it might truly eféa all those involved.
Unfortunately TFUSA and others have reduced the marketifgiofTrade to a fair
price; the producer is guaranteed a fair deal. While tlufes the case, some producers
experience a lack of food security with their familggsng hungry at certain times of the

year. Food security is still an elusive goal that Faade stakeholders are actively
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working on as this paper is being written. While TFUSA ¢tassen not to address this
issue, at least not publicly, others like GMCR areriglan active role in solving this
serious problem. It is far better to acknowledge problemspatter how much they
conflict with perceptions. It is also important to ackiexige other positive impacts that
encourage members of Fair Trade communities to staythathFair Trade
organizations.

The fairness question must be broadened to include tedilseproducers now
have but did not have before Fair Trade. Fair Tradeification alone will not bring
financial stability or poverty alleviation to most cadféamilies”, but there are certainly
many benefits the families are reaping that would appkn without Fair Trade
(Mendez et al., 2005). Those benefits include: new busgkaltss empowerment of
women, a healthier environment, more children in schodleecess to credit and market
information (Méndez et al., 2005). In all of these wiags Trade has made life fairer for
many farmers and producers. Now the challenge is to nuakdlsat no one goes hungry
after a hard day working to meet Fair Trade requiremehis.nmiost obvious solution is
to raise the Fair Trade floor price to reflect a meadistic cost of living. It took years
and much debate for FLO to finally support a five cent irszea the Fair Trade floor
price for coffee. The coffee farmers, and other comiyquioducers, need more. The
challenge for retailers is to help convince consurtiesthe need is real and the cost is

minimal.
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CHAPTER 4: Conclusions and Recommendations

Confusing terminology and product labels, narrow brandingages, low levels
of awareness, limited new products and product categongx,aatroversies related to
mainstreaming, selling out, fairwashing, supporting local produbeisg anti-free trade
and the fairness of Fair Trade all present marketindesigds for retailers. These
challenges are complex and involve debates among stdkehthroughout the supply
chain and beyond. The pivotal question in the debateweva@round what the Fair Trade
movement’s goals should be. “The key challenges facingTiFade arise from the
inherent contradictions embedded within this initiative betwaovement and market
priorities” (Raynolds et al., 2007,p.223). The market gyarf creating demand for Fair
Trade products is the overriding objective for some asiifigs an exclusive focus on
sales. For others, two additional goals are equally irapgrehanging existing trade
structures and corporate behavior. The 2006 European PartiarReport on Fair Trade
supports all three objectives: to provide development opptesifior small scale
farmers and to “influence the international trading sysa@d private companies towards
becoming more just and conducive to sustainable development”.

The author agrees that all three objectives are eslsfemtthe long term
sustainability of Fair Trade. Using mainstreaming to in&eades without advocating
for changes in the structure of trade and corporate eslieaves the Fair Trade
movement at the potential mercy of companies that ddaenthase sales. According to
the auditor’s report, done by Bregante & Company, for TFIdS2A05 and 2006
financial statements, two companies account for overdfidiife $4.5 million collected in

licensing fees for 2006 (Appendix K, Note M). TFUSA has notiplyphdvocated for
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changes in trade rules and corporate behavior. Instdsas put the financial security of
its own organization and, by default, the work of the. F&r Trade movement, at risk,
should either or both of the two referenced companigscstoying Fair Trade products.

TFUSA's business strategy of increasing consumer demarmefiafied products
by licensing MNCs has positive and negative consequencesndrkase in sales is
impressive. On the other hand, this strategy of mainsirgaFair Trade Certified™
products in the U.S. has not required MNCs to make additemmmitments to Fair
Trade principles or to increase future purchases. TFU&AsstWe celebrate the
engagement of large, mainstream businesses in Fair dsaalsign that we are
accomplishing our mission” (Raynolds et al., 2007, p.75) eTwill determine if this
mainstreaming strategy results in changing corporatevimeha

Given the imbalances of the marketplace, MNCs hate ihotivation to change
without pressure. One has only to look at the globakeaffiarket with its hour glass
shape to see the need for change in trade structuresraodate policies (Holt-Gimenez
et al., 2007). There are millions of coffee farmerthatbottom and millions of coffee
drinkers at the top with a handful of MNCs controllirmfbends. Ultimately Fair Trade
must be about helping poor producers “grow not just theikehabut their market
power, not just their business, but their controlling sheithin the business” (Holt-
Gimenez et al.,2007). Giving more power to producers, rétherjust increasing sales,
has not been a priority for TFUSA or its MNC liceese

The current challenges for retailers in marketing Feade products in the U.S.
suggest that TFUSA and the U.S. Fair Trade movement mapfroaching a

crossroads, where the two groups may end up heading ddesedifroads. TFUSA
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made a unilateral decision to mainstream Fair Trade @efff products without first
building consensus by assuring the smaller more conthstékeholders that they would
be treated as equal customers of TFUSA. Now is thefom&FUSA to reach out to the
smaller stakeholders and acknowledge the challenge®rstate in marketing Fair
Trade. If small retailers view TFUSA as a barrier arfdndrance to success rather than
as a partner and facilitator, those retailers waklan the marketplace for other ways to
communicate their commitment to Fair Trade principldg Fair Trade movement and
TFUSA must come together to build bridges among the staketsplincluding retailers,
or risk a loss of support for and trust in TFUSA'’s logo.

This trust is dependent on transparency and impartidlignsparency is
demanded of the producers yet TFUSA’s annual reports inchigi¢h® bare minimum
required by the IRS for financial information. TFUSA&e as an unbiased impartial
monitor is of concern with accusations of “being toerfdly to big corporations...and
applying standards unevenly and capriciously, and promotingicdidensees over
others” (Jaffee, 2007, p.208). Already on the horizon isastt one NGO, the Institute for
Market-Ecology (IMO), interested in competing with TFAJSrole as the sole
independent monitor of FLO’s standards in the U.S. J&#@@7) raises the question of
“who will monitor the monitor?” (p. 210). To address thisicern, TFUSA should
consider a strategy similar to what FLO did when iated a totally separate independent
FLO-CERT to assure unbiased impartiality of Fair Trad&fmation. TFUSA should
consider a separate entity that is responsible fending and monitoring while TFUSA

devotes itself to education, marketing and advocacy.
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Fair Trade controversies have attracted attentmm frarious sources. The
Economisippublished a short critique in its December 9, 2006 issue suggEsimgrade
gives an “inflated impression” to consumers about whaaphkns to farmers. In 2008 the
Adam Smith Institute in the UK published a document (Sigvngdhly critical of Fair
Trade. The Fairtrade Foundation rebutted this documentail da its web site. The
Mercatus Center at George Mason University in Washingt©méve a press release
entitled “Fairtrade coffee does little to help coffaenfiers in developing countries” (June
25, 2007). Fairtrade Foundation immediately published a strepgmese to this press
release offering factual information that the pressasg ignored. Unfortunately TFUSA
did not do likewise. TFUSA needs to step up to the plikiee Hairtrade Foundation
exhibits, to demonstrate a willingness to address emitisiand issues related to the broad
Fair Trade movement to protect the integrity of the logo

In addressing these criticisms, building consensus anolaal based grass roots
movement through public debate is an important step. Tha&elebuld be a series of
regional Fair Trade “town meetings” to engage all dtalders in an open public forum
to hear complaints, address controversies, sharewdras and what doesn’t, explore
new ideas, and reach out in a collaborative processFah Trade Resource Network,
partnering with TFUSA and other NGOs, could be a spoii$us.process would include
retailers and others involved in fair trade certified tady traded products. The
discussions could take place in physical meetings and/mecarhd hopefully would
become a regular event. The goal of this forum is teldevwconsensus and action plans

for stakeholders to implement so that one day afl Faide is fully integrated into
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American culture. Perhaps this model would evolve inféoald Fair Trade Organization
on an international scale.

Another important step is for TFUSA to do a stratemalysis of itself, a useful
tool for several objectives. One is to assist managemeeallocating more resources for
marketing, education and campaigns to increase levelwareness. Retailers need more
support, educational and effective promotional materaad,informational resources.
TFUSA'’s current offerings are minimal at best. Retai®uld use a variety of attractive
generic posters of varying and more interesting informatiomechures. Perhaps an art
contest for designing these posters and brochures would et awareness.
TFUSA's website, a major resource of information fdaifters, lacks the ease and
excitement found on Fairtrade Foundation’s site. Anotbetest could be for designing
a new website, giving the designers online credit, to géaéiair Trade interest.
TFUSA's website, along with promotions and press regad®uld focus on products,
producers and their communities rather than on persesadit TFUSA.

TFUSA's strategic analysis would hopefully resulaiimore efficient process for
introducing additional Fair Trade Certified™ product categointo the marketplace.
Currently TFUSA has a limited capacity to add only onevor products per year. With
more resources directed at increasing awareness, comsswitielemand more products
and more product categories. In addition to new products omnpanies need to
become certified licensees. With only 20-30% of certifiemtipcts selling as certified
(Fairtrade Foundation Response to Mercatus Center’s y@lesse, 2007), the supply and
demand are there; the need is for more importers to mac¢ha supply and for existing

licensees to increase their Fair Trade Certified™ proplucthases. Annual increases in
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purchases should be a requirement for TFUSA'’s licensimie.viould, in turn, help
address the halo effect, or fairwashing, that some coephave taken advantage of. It
should not be acceptable to carry only one Fair Tradgfi€e ™ product without further
commitments. Reducing fees for licensees might be alusel to reward 100% Fair
Trade committed companies and companies demonstratingstisincreases in
purchases of certified products relative to their ovgnaithases.

Sales of new product categories and existing productsmedlysiomer demand
generated by marketing. TFUSA set up a generic marketimagifiu004 to help move
product, but unfortunately this fund no longer functions. pnedlem may have been its
dependency on voluntary contributions of individual comggwho could then request
generic marketing in a specific geographic region. As gdheolicensing process or fee
structure, all companies should have to make a contribtaithis fund to get it back on
track and to keep it functioning. The rationale is thaegermmarketing helps increase
consumer awareness levels, leading to increased Alllesmpanies, in the long term,
would benefit from such a strategy.

Another challenge, addressing narrow branding and confusmgtdogy, will
require a collaborative effort by NlIs through their commorganization, FLO. These
NGOs should agree upon common language for branding, Fale Jrinciples, Fair
Trade terminology, a single universal FTC logo and Faad&rgoals to reduce confusion
and the risk of misleading or disappointing consumers. @eg to FLO, all the Nis
have agreed to a single FTC logo except TFUSA. Ims for TFUSA to join the global

community.
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To address the challenges of increasing consumer awsyr@rgsasing
educational resources and building a broad grass rootsabfesesibility study should be
undertaken to consider the development of several idegair Trade Journal, a Fair
Trade newspaper and an online Fair Trade library. A quafaityTrade Marketing
Journal would address marketing issues that are uniquertdride, from branding to
certification. This journal, online or hard copy, would etw support and inform
retailers about what works and what doesn’'t work, new ideeng tried, research, new
product development, and other related topics. A Fair Tmadespaper, online or hard
copy, would include current events related to Fair Tradepcatg activities, trade
policies, press releases and rebuttals, editorialéetteds to the editor. An online global
library would include books, journals, lectures, acaderagers, articles, reports, and
any other mechanism that conveys information aboutTFagle. This library could be a
partnership of NGOs and academic institutions. This §onayuld be an invaluable
source for retailers, consumers, researchers andsofkerording to FLO’s FAQ section,
it receives numerous requests from students looking fofTFadte information yet FLO
states there is not sufficient capacity to addrestinegiiries. The need for a global
library is real.

Perhaps the most difficult challenge is addressing theiqoex fairness. While
communicating the benefits to consumers is accomlighign Fair Trade’s branding,
often the only brand message consumers and retailed@tus on is “farmers get a fair
price”. TFUSA, as well as individual companies and otheugs, has concentrated
attention on that one benefit, to the detriment oéobenefits, and risks the loss of trust

in their logo. The narrow branding is misleading sifazeners in cooperatives do not
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directly receive the “fair price”. As has been notadlier, after expenses are paid, some
farmers may not be much better off financially thagirtbonventional counter parts.
Branding statements must be uniform and broader acrosaih&rade movement.

The ultimate goal of making Fair Trade an integral pfAmerican daily lives is
not out of reach. The increased levels of awaremedsales offer hope that this goal is
attainable in the future. Fair Trade offers hope to emgyproducers and consumers,
that we, the people, really do have the ability to malsevitoirld more just and fairer for

everyone.
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CHAPTER 5: Future Research Areas

In pursuit of this ultimate goal, more research wagety of areas will help the
stakeholders find new solutions and improve current praciécéesy possible areas for
further study include:
1. Has the mainstreaming of Fair Trade influenced corpbedtavior? If so what are
those influences?
2. Do a feasibility study to see if a single global Haade e-library is worth pursing and
how that library would function and look?
3. How can Fair Trade be integrated into undergraduate addageacollege level
studies? Should there be a separate course devoted Todaaf? Is there demand?
Design a course of study.
5. What marketing strategies are most effective failezs of Fair Trade Certified
Products? How should fairly traded products be treateddrsttategy?
6. How is the Fair Trade movement in the U.S. diffefeom the UK and Europe? Do an
in-depth comparison study of TransFair USA and Fairtradedration.
7. Do a strategic analysis of TransFair USA.
8. Examine the growth potential of Fair Trade Certified ®dpcts in markets in
developing countries. What marketing strategies would bevieal
9. Document the entire process, issues and costs tiart aig Fair Trade committed
company to sell Fair Trade Certified™ products.
10. Develop an online course for educating employees of ategpearrying Fair Trade

Certified ™ products.
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PERSONAL INTERVIEWS/CONVERSATIONS

(Note: Some communications were interviews while othense conversations in person,
via email or phone. Some were brief while others vegigoing over weeks or months.)

Alves, Holly VT Artisan Coffee & Tea atérbury VT February 20, 2008
Ayers, Jeffrey Saint Michael's College  Colchester VT January 21, 2008
Allison Lake Champlain Chocolates Burlingtom V February 14, 2008
Averyt, William Saint Michael's College  Colchester VT January 7, 2008
Blanchett, Sylvia ForesTrade BratilebVT February 24, 2007
Bouton, Kathy Peace & Justice Store Burlington VT Jan — April 2008
Conroy, Michael TransFair USA Oakland CA March 31, 2008
Funkhouser, David TransFair USA Oakland CA Dec 07 - April 08
Guzzi, James TransFair USA Oaklaad March/April 2008
Landi, Matt City Market Burlington VT April 14, 2008
Macatonia, Steven Union Hand-Roasted London UK December 21, 2007
Méndez, Ernesto University of VT BurliogtvVT Aug 2007- May 2008
Moser, Michael University of VT Bumgton VT January 25, 2008
Petchers, Seth Oxfam America Boston MA March 28, 2008
Peyser, Rick Green Mountain Coffee taNury VT February 20, 2008
Robinson, Phyllis Equal Exchange Bridgewsivér April 21, 2008
Saez, Hector Northwest Research Centilt Vernon WA February 13, 2008
Stender, Sara Fair Trade Towns InitiativéAsheville NC Oct 07 — April 08
Sutte, Matthew Fresh Coffee Now liBgton VT April 2 & 18, 2008
Tranchell, Sophi Divine Chocolate don, UK April 25, 2008

Warning, Mathew University of Puget Sound  Tacuva February 12, 2008
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Appendix A: Acronyms

ATO: Alternative trade organization

CAN: Community Agroecology Network (http://communityagroecology.ret/)

CAN is a U.S. based non-profit organization developingtavork of rural communities
and U.S. consumers to support self-sufficiency andasusile farming practices. They
are affiliated with the University of California at $arCruz.

EFTA: European Fair Trade Association (http://www.eftafairtrad e.org/)

EFTA is an association of the eleven largest Faad&nmporters in nine European
countries (Austria, Belgium, France, Germany, Italye Netherlands, Spain,
Switzerland and the United Kingdom). EFTA started in 1987 amieddormal status in
1990. EFTA is based in the Netherlands.

FLO: Fairtrade Labeling Organizations International (http://www .fairtrade.net/)
FLO was formed in 1997 to set standards for products, prodacérsaders for Fair
Trade certification. FLO currently has 20 National Initi@s and 3 Producer Networks.
Headquarters are in Germany.

FLO-CERT: Independent Certification Company (http://www .flo-cert.net/flo-
cert/main.php?lg=en)

FINE: A group combining FLO, IFAT, NEWS!, and EFTA
FINE is an informal group combining the above organizatioreoordinate criteria,
definitions and methods. It was set up in 1988.

FTC: Fair Trade Certified
TransFair USA retains the exclusive rights to licehgeuse of this phrase.

FtF: Fairtrade Foundation (http://www.fairtrade.org.uk/)

FtF, established in 1992, is the UK’s National Initiativerniber of FLO. FtF was
established by Catholic Agency For Overseas Developr@#QD), Christian Aid,
New Consumer, Oxfam, Traidcraft, The World Developtidavement and the
Women'’s Institute, Britain’s largest women’s organization

FTF: Fair Trade Federation (http://www.fairtradefederation. org/)

FTF is an international association of businessdsan profit organizations committed
to Fair Trade. FTF is under the umbrella of Co-op Aozerin 1994 FTF was formally
incorporated as the North American Alternative Trade Qipgdion (NAAT). In 1995 the
name was changed to Fair Trade Federation. Headquasgens\dashington D.C.

FTI: Fair Trade Institute (http://www.fairtrade-institu te.org/)

FTRN: Fair Trade Resource Network (http://www.fairtrader esource.org/)
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FTRN is an organization that provides information, leduprsnd inspiration, educating
consumers and businesses. Located in Philadelphia, PA.

FTT: Fair Trade Tourism (http://www.fairtourismsa.org.za/)

Starting in the 1990'’s, the International FTT Netwoilieted by the UK-based
Tourism Concern wanted to try to apply Fair Trade priesipo tourism. No global
standards for Fair Trade tourism exist.

FTT: Fair Trade Towns (http://www.fairtradetownsusa.org/)
A campaign, affiliated with FTRN, to promote Fair Traddocal U.S. communities.
Coordinator for this campaign is Sara Stender of AsheWi@

IFAT: International Fair Trade Association (http://www.ifat.or g/)

IFAT is a global network of 270 companies and organizaticaissilpport Fair Trade
principles and advocate for Fair Trade. IFAT controésETO Mark (Fair Trade
Organizations). IFAT held its first international comrgfiece in 1991 to focus on market
development, monitoring and advocacy. Headquarters #ne iNetherlands.

IMO: Institute for Market Ecology (http://www.imo.ch/)

IMO is an international agency for inspections andifteations. Their program, Fair For
Life, certifies products that meet FLO’s Fair Tradendtads. Headquarters are in
Konstanz, Germany.

LFTN: Local Fair Trade Network (http://www.localfairtrade .org/)
LFTN is a network created by organic, farm worker and cate movements to build
a just and healthy food system. Headquarters are in MinngalgiN.

MNC: Multi-national corporation
This thesis makes no distinction between a MNC andremiational corporation (TNC).

NEWS!: Network of European World Shops (http://www.worldshops.org/)

NEWS! is a network, established in 1994, of over 3000 Europeaitd\dhops in 15
countries that offer fairly traded products and advocata fairer trading system. The
headquarters are located in Germany.

NGO: Non-governmental organization

NI: National Initiative (also referred to as Labeling Initiative or National Labeling
Initiative)

NIs are the 20 national organizations that are indepénidieth party certifiers who
oversee the Fair Trade mark for each country. Tran§F&4 is the U.S. National
Initiative and Fairtrade Foundation is the UK Natiomatidtive. (See FLO)

OTA : Organic Trade Association (http://www.ota.com/)

TFUSA: TransFair USA (http://www.transfairusa.org/)
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This is the U.S. National Initiative, with headquarter®akland, CA.

UNCTAD: United Nations Conference on Trade and Development
(http://lwww.unctad.org/Templates/StartPage.asp?intitemID=2068)

WTO: World Trade Organization (http://www.wto.org/)
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APPENDIX B: Logos
also called marks or labels
(May be found on Fair Trade or fairly traded products or related company
informational material)

DR_G_HN:! ZkfI'IC!N
SHIEE | FTO Mark that IFAT
issues to member organizations.

LILENS  Fairtrade Mark
certifying compliance with FLO
standards. FLO’s goal is to make this
the universal Mark.

Guarantees
_ a better deal
V' | for Third World

FAIRTRADE | Froducers

Fairtrade
Foundation Mark. Generally includes
the attached guaranty statement.

Y

FEDERATION Fair Trade Federation

Mark for companies. As of 2009, not
for use on products.

20800,

S £
& 2
0 e
% S
2 S . .
Mo Soils Association for

Organic Standard

FAIR TRADE

TransFair USA'’s Fair
Trade Mark for certified products.

FAIR TRADE

]

TransFair USA’s Fair
Trade Mark to indicate a product
contains Fair Trade ingredients.

FAIR TRADE |

TransFair USA’s Mark
to identify a specific Fair Trade
product.

Domestic Fair Trade
Network logo used in Minnesota

[ Ocrs|
FAIR!

m—“ Catholic Relief Services
Supports Fair Trade producers.




/ToRed

fSeen ﬂ\d* )
«weus  Royal Society for the
Prevention of Cruelty to Animals

Rugmark
Works to end illegal child labor in the
carpet industry

KOSHER

Vaad Hakashuruth

of Springfield certifies Kosher
Guarantees products are in compliance
with Kosher standards

Think
Local First
FBALLF

- Business Alliance for
Local Living Economies.Promotes
buying local. Encompasses 15,000

entrepreneurs in the U.S. and Canada.

Quality Assurance

International. QAI is an independent,
third party certification of organic food
systems.

\_fairforl_ife
___ Fair for life

IMO certification mark. Certifies
FLO’s Fairtrade standards.
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USDA

W U.S. Department of

Agriculture’s certification mark for
products at least 95 percent organic.

5T 12
—_— Rainforest Alliance

certification mark.The RAC works to
conserve biodiversity and ensure
sustainable livelihoods..

UTZ
CERTIFIED

Goodinside

Utz Certified

Certifies that coffee is grown
responsibility and with respect for the
growers and their communities

I,--'L'rrtiritd

urdairy -.n—ﬂ'I

Alilormes

=

t-—l.:rrnn'.l ,J California Certified
Organic Farmers

14w

NATIONAL
WILDLIFE

Federation.

National Wildlife

;’rﬁ

— Max Havelaar
Certified Fair Trade products



Certified Naturally
Grown.A non-profit alternative
certification program tailored for
small-scale, direct-market organic
farmers.

S

IO
=S

CERTIFIED
sicovnamic Demeter Certified

Biodynamic.A systems approach
where the farm is viewed as a living
whole.

AN
Erica
APPROVED

FOR FEQPLE

sl CO-Op America

Supports consumers, businesses and
the marketplace to create a socially
just and environmentally sustainable
society.

*
A 4
s O]
2 thape ™

Fair Trade Towns
TransFair USA’s logo to promote their
Fair Trade Towns campaign.

¥ virmonT %

i\ CERTIFED ¥
”nkhaw.f . .
== \ermont Organic Farmer's

(VOF) logo for products grown or
raised in Vermont which meet the
organic standards of the USDA.
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\)
“\ TRADE J

GUARANTEE

Whole Trade Guarantee
Program created by Whole Foods
Market to guarantee products are
quality, respect the environment and
are traded ethically.

LOMERCH: BISTR
MEr1co

SELLD TE SARAHNTIA )

Mexico’s Fair Trade logo
This is a new National Initiative (FLO
Affiliate).Comercio Justo is Fair
Trade.

N

VERIFLORA

: VeriFlora Certified
Sustalnably grown flowers

: SPICIALTY

GOF FEI l«iiﬂﬂllﬂﬂ"’l

Specialty Coffee
Association of America

Many coffees share both Fair Trade
and Specialty Coffee categories.

L 49
TR
:'h‘ FME‘L

concs
exseict I- VIO T

LI Rogers Family logo
Fairly traded coffee company



APPENDIX C: Traditional vs. Fair Trade Coffee Value Chain
(in a low-priced coffee market)

Traditional Fair
Trade
$1.41 33% Retailer 30% $2.18
$ .28 7% Marketing 14% $1.14
$1.95 45% Roaster 38% $2.62
$ .33 8% Coyote/Coop 6% $ .41
$ .31 7% Growers 12% $ .85
$4.28 100% TOTALS 100% $7.20

(Nicholls,A. 2005, p.83)
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APPENDIX D: U.S. Fair Trade Marketing Material

WAYTS YL
FAIR TRADE AN SUPPORT
FAIR TRADE

FAIR TRADE

FAIR TRADE CERTIFIED™
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APPENDIX E: UK Fair Trade Marketing Material

YOU CAN MAKE A DIFFERENCE

WE AREA ...
FAIRTRADE

FAIRTRADE

Chooas products with the FAIRTRADE Mark

IRTRAD

www.fairtrade.org.uk

Guarantees

! ) abetter deal
V' | for Third World

FAIRTRADE | Producers

o . Guarantees
a better deal
' for Third Worid

P A.I-H.TRADE Producers

1



APPENDIX F: Product Marketing Examples

r— KIRK|
|| | Espresso Blend

-

DARKER &: FAIRER: ALTER ECO

NEW CHOCOLATE BARS ARE OUT!
Chck here to try them now!

78



APPENDIX G: Fair Trade Certified™ Flower Display For Retailers

FTD Supports Fair Trade Product for Retail

L

;A
d o
o
a
&

’ air Trade Certifie

T
m beler wird b hicma

Him S1LE
1175 X15.5" 0 13%

Roses 40 CM 18 stem consumer bunches packed 27.
Colors are Red, Yellow, Pink, White and Bi-colors mixed in the case.
FTD will supply the unit.

For more information please contact
Kazuko Golden, TransFair USA, Floral Account Manager at 510-459-2317
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APPENDIX H: Mailing List For Retailers’ Survey

Awake Coffee

Attn: Manager/Owner
PO Box 851
Middlebury, VT 05753
Phone: 802 758 5016

Brattleboro Food Co-op
Attn: Stacy Switzer

2 Main Street
Brattleboro, VT 5301
Phone: 802-257-0236

Buffalo Mountain. Co-op
Attn: Manager

P.O. Box 336

North Main Street
Hardwick, VT 5843
Phone: 802-472-6020

City Market / Onion River Co-op
Attn: Nicole Fenton

82 South Winooski Ave.
Burlington, VT 05401

Phone: 802 863 3659

Fat Hen Market

Attn: Heidi (Owner)

10 Green St
Vergennes, VT 05491
Phone: 802 877 2923

Fresh Coffee Now
Attn: Manager/Owner
28 Main Street
Winooski, VT 05404
Phone: 802 654 7100

Healthy Living

Attn: Katy Lesser, Owner
222 Dorset Street

South Burlington, VT 5403
Phone: 802-863-2569

Hope For Women

Attn: Evan or David

110 Main Street, Third Floor
Burlington VT 05401
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Hunger Mountain Co-op
Attn: Manager/Owner
623 Stone Cutters Way
Montpelier, VT 05602
Phone: 802 223 8000

St. Johnsbury Food Coop
Attn: Michel/Ryan

490 Portland St.

St. Johnsbury, VT 05819
Phone: 802 748 9498

Mehuron's Market

Attn: Tom Mehuron, Owner
P.O. Box 59

Waitsfield, VT 5673
Phone: 802-496-3700

Middlebury Natural Foods Co-op
Attn: Glenn

1 Washington St

Middlebury, VT 057531

Phone: 802 388 7276

Mocha Joe's Roasting Company
Attn: Jackie Billings

183 Main Street

Brattleboro, VT 05301

Phone: 802 257 5637

Natural Provisions
Attn: Hillary (Manager)
537 Railroad Street

St. Johnsbury, VT 5819
Phone: 802-748-3587

Nature's Closet
Attn: Manager/Owner
400 Main Street
Bennington VT 05201

Newport Natural Foods
Attn: Madeline

194 Main Street
Newport, VT 05855
Phone: 802 334 2626



Peace & Justice Store

Attn: Kathy Bouton, Co-Manager
21 Church Street

Burlington, VT 05401

Phone: 802 863 8326 x2

Price Chopper (total of 14 Price Chopper
stores listed)

595 Shelburne Road

Burlington, VT 05401

Phone: 802 651 9826

Corporate headquarters — Public
Relations: 518-379-1390
annettekowalski@pricechopper.com

Putney Consumer Co-op
Manager

8 Carol Brown Way
Putney, VT 05346

Putney Hearth Bakery
Manager

Kimball Hill

Putney, VT 5346
Phone: 802-387-2708

Radio Bean

8 N. Winooski Ave.
Burlington, VT 05401
Phone: 802 660 9346

Rail City

Manager

8 S Main St

St. Albans, VT 5478
Phone: 802 524-3769

Rutland Food Co-op
Attn: Manager

77 Wales Street
Rutland, VT 5701
Phone: 802-773-0737

Shelburne Supermarket
Attn: Sara (Owner)

20 Shelburne Shopping Park
Shelburne, VT 5482

Phone: 802-985-8520
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State Street Market
Attn: Manager/Owner
20 State Street
Montpelier, VT 5602

Spiral Press Cafe

Attn: Manager/Owner

15 Bonnet Street

Manchester Center, VT 05255
Phone: 802 362 9944

Springfield Food Co-op
Attn: Manager/Owner
76 Chester Street
Springdfield, VT 5156

University of Vermont

Davis Center Student Union
Henderson’s Cafe

Attn: Manager

Williston Road

Burlington, VT 05401
Phone: 802 656 1204

Upper Valley Food Co-op
Attn: Manager/Owner

49 N Main Street

White River, VT 5001

Vermont Artisan Coffee & Tea

Attn: Mane and Holly Aves, Owners
80 Commercial Drive

Waterbury, VT 05676

White River Co-op
Attn: Manager/Owner
24 Pleasant Street
Randolph, VT 5060

Northshire Bookstore

Attn: Manager/Owner

4869 Main St

Manchester Center VT 05255



APPENDIX I: Cover Letter For Retailers’ Survey

February 15, 2008

Sandy Wynne

137 Mansfield Ave

Burlington VT 05401

Phone: 802-860-6272

Email: sandywynne@comcast.net

Hello,

| am a graduate student at Saint Michael's College inhester VT, studying the
marketing challenges of Fair Trade and fairly traded prododtseiU.S. | have
identified your business as one that is involved withehmeducts in some fashion.

While there is now a growing field of research and stethted to the producer end
of the Fair Trade supply chain, there has been less foic the challenges at the other
end — namely the retailer and others marketing these psoducbnsumers. The
challenges of marketing Fair Trade is my Master’sishegic, and | am hopeful that
you are willing to take a few minutes (no more than 5-1Qutemis needed) to
complete the enclosed survey.

| do not need nor want your company identified with yanwaweers. All surveys will
be private and confidential. Only the compiled resultsh& public information.

When finished, please return in the enclose self adebfessd stamped envelope. If
you have any questions, please don't hesitate to contact me

| appreciate your time and consideration in doing this sud¥¢gou would like to
receive the results of this survey, please let me knawny email, phone or address
above.

Sincerely,

Sandy Wynne
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APPENDIX J: Retailers’ Survey Questions and Responses

Note: Results are percentages based on total number of responses for esdicinque
and are in “ ( )” in bold. 60% of retailers responded. 32 Surveysvgent out. Two
surveys were returned as incorrect addresses.

1. What words best describe your business?

Retail(17%) Wholesalg11%) Importer(0) Exporter(0) Café(22%) Restaurant
(11%) Health Food Storél1%) Convenience Stor@®) Supermarke(11%)
Manufacturer/ProducdD)

2. How long have you been in business?
0-5 yearg11%) 6-10 yearg5%) 11-15yeargl7%) 16+ year§67%)

The following questions relate to Fair Trade Certified Productsonfies are not
applicable, please just skip them. If you do not deal with Fair Traatgfied
Products, please go to question # 18 for questions related to fairly tradddgis
.Of course, feel free to respond to any of the questions. Eeeldradd comments
with any answers. Circle or cheelppropriate answers. Your expertise is greatly
appreciated.

3. Which Fair Trade Certified products are you involved with?

Coffee(94%) Sugan55%) Tea(77%) Spiceg44%) Fruits(50%) Chocolate
(77%) Cocoa (77%) Honey(22%) Vanilla(28%) Flowers(11%)

Other__ ( 16% - Grains, Non-food items, Crafts, Clothing, Gifts)

4. What motivates you to deal with Fair Trade certified produ¢s? (Please put a
checkmark next to those that are applicable and circléehe most important one)
Attracts more custome(50%)

Increases overall sales of all produ@3%)

Customers ask for them — market deméfzfo)

Personal value®4%)

Demonstrates socially responsible businé9%)

Attractive profit marging5%o)

Trying something neW5%)

Other: __ (22%: Increase awareness to worldly concerns, Current tred, Fulfills
store mission statement)

5. What sources do you utilize to obtain information about Fair Tade?
Suppliers(94%)

Web siteq72%)

Talking with otherg77%)

Print media — newspapers, magazines(&36é6)

Promotional material related to products (packaging, hnash etc(83%)
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Books(44%)
Network or trade organizatioi(i83%)
Other: (5% - Films)

6. Do you feel you understand the meanings for the following tere Fair Trade,
Fair Trade Certified, fairly traded, domestic fair trade, fair trade, Fairtrade?

Yes(44%) No(0) Some but not a(56%)

7. Do your customers express confusion with the various produtabels such as
organic, Fair Trade, fairly traded, locally grown, bird friendl y, specialty coffee,
single origin, kosher, all natural, green?

Yes(5%) No (18%) Sometimeg(72%) Not applicablg5%)

8. Do your customers ask for explanations of these various prodt labels?
Yes(12%) No(0) Sometime®83%) Not applicablg5%)

9. Do you educate your employees about Fair Trade?
Yes(94%) No (6%) Not applicablg0)

10. Do you ask your suppliers to find Fair Trade Certified poducts?
Yes(39%) No(17%) Sometime$27%) Not applicablg17%)

11. Do you seek out new suppliers for Fair Trade Certifieghroducts?
Yes(44%) No (6%) Sometimeg44%) Not applicable(6%)

12. What marketing tools does your business use to sell/promdtair Trade
products? Please check applicable ones.

Products “sell themselve$94%)

On line: web site, web blogs, discussion groups(&H6%)

Print media: newspapers, magazi(es%)

Radio or TV: ads, sponsoring sho(&85b)

Posters: in store or display windoyE5%)

Brochures at point-of-sal®5%)

Talking with customer§77%)

Free samplef5%)

Trade show$17%)

Product donations at ever{&3%)

Catering or sponsoring ever{s7%)

In store display$55%)

Encouraging organizations (schools, churches, governmerid) to use Fair
Trade Product§l7%)

Customer surveydl 1%)

None(0)

Other: __ (27% - Fair Trade shopping guide, Films, Presentations to groug)
Newsletter, Clearly stating on packaging)
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13. What marketing challenges do you feel Fair Trade should addss? Please

check all that you feel are applicable.

Consumer confusion: over terminology, over multipledurct labelg72%)

Brand positioning for Fair Trade (what values motivategebs)(22%)

Concerns related to: Is Fair Trade really fai61%)

Lack of consumer awareness of Fair Trégi#%)

Local versus Fair Trade perceived conflicts such as tredstic Fair Trade
campaign$33%)

Lack of new products (more Fair Trade teas, coffeegalates, etc§39%)

Lack of products that meet your critera/standards (quédisye, etcf17%)

Lack of new product lines (greeting cards, clothing, cossiesitc)22%)

Concerns related to certification proc€s8%)

How to display Fair Trade products (a separate sectiaitlomon Fair Trade

related similar products, shelf space, stand alon¢agigg33%)

Fairwashing or the “halo affect” — companies with corgrsial business practices
and/or dealing with a small number of Fair Trade prodi33%b)

Other ideas/suggestions: (11% -Providing education, Brochures, Posters,

Pricing)

14. Do you support one universal (used by all countries) Marfor all Fair Trade
Certified products?
Yes(39%) No(22%) Not sure(39%) Not applicablg0)

15. Do you see retailers treating Fair Trade certified produts the same as other
products when it comes to mark ups?
Yes(72%) No(0) Not suré22%) Not applicablg6%)

16. If the answer to # 17 is “No”, what is the markup for FairTrade?
Less than non Fair Trade produ@@3 More than non Fair Trade produ¢®
Both less and mor@) Not sure (0)

17. Does the absence of the Fair Trade logo on some Fair Trader@ied
products affect sales of those products? (While they are eti¢d to use the logo,
not all companies do so)

Yes(28%) No(11%) Not sure(61%)

The following questions are related to fairly traded products.

18. If you deal with fairly traded products, can those productsurrently be
certified for distribution in the United States?

Yes(33%) No (6%) Not surg44%) Not applicablé€17%)

19. If you deal with fairly traded products that are not certifiable, have you

asked TransFair USA to get them Certified?
Yes(0) No (50%) Not sure(17%) Not applicablg33%)
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20. Do you belong to the Fair Trade Federation (FTF)?
Yes(11%) No(78%) Not sure(5%)

21. Do you use the FTF Mark in marketing your company?
Yes(11%) No(72%) Sometimeg11%)  Not applicablg6%)

22. Do you use currently use the FTF Mark on your products?
Yes(17%) No(61%) Sometimeg11%)  Not applicablg11%)

23. Do you see similar marketing challenges identified iquestion # 13 for fairly
traded products? If yes, please go to # 13 and identify them.
Yes(56%) No(11%) Not sure(33%)

24. What marketing strategies do you use to promote/sell fairlyaded products?

Please check all that are applicable.

Products “sell themselve$78%)

On line: web site, web blogs, discussion groups(&H6%)

Print media: newspapers, magazi(tes%)

Radio or TV: ads, sponsoring shovid $o)

Posters: in store or display windoy#)%)

Brochures at point-of-sal@4%)

Talking with customer§72%)

Free sample§33%)

Trade show$17%)

Product donations at everffisl %)

Catering or sponsoring ever{tsl %)

In store display$22%)

Encouraging organizations (schools, churches, governmenid) to use Fair
Trade product&l7%)

Customer survey$%)

None(0)

Other: __ (5% - Films)

25. What types of fairly traded products are you involved with?
Clothing and clothing accessorig2%)

Household item$§22%)

Jewelry and other craft related ite(22%)

Food related94%)

Other: (11% - Shopping bags, Greeting cards)

26. Do you support creation of a universal or national Mark to idetify fairly
traded products (since the FTF Mark was designed for congmies to use, but not
for putting on products)?

Yes(61%) No(11%) Not sure(22%) Not applicablg6%)
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Appendix K

TRANSFAIR sA
MOTES TO FINANCIAL STATEMENTS (Continmed)

December 10, 20006 amd 2005

HOTE R ~ Lesse obligncions { contimal)

In My 2067, the Chygmization signed o new seven-year foilily b apmeeminl by roecate
riwe: B ifTiGe o ESOO0 Broadway, Oaklesd, Califoreas flective Ociober 1, 3007, The new
Pemag allows Tor annuel rees incremses of 3 péreil ol adsiments for openimg scalmions
sfarting in 2K, Tee Ovgamiztion his o one-time night 4o formisnte the jesse’offeriive the
fifth m=iversary of thi ke e,

Futurg i leas payments under the heace comrmilinents e i il

Yeam El:-ﬂn_q_%;mhﬁﬂl.

0 ¥ 5612
2004 443,947
2008 432 Rag
2 535514
201 515,736
Thasreafter I, 420
3 RTINS

MIFLE I — Hefirenid plan

The Crjanieation mainesies a defized contribmtion S0} reticement plan for al! employos.
Emgdinees are elipible io meke eleciive axuribations up to the mocimum albowed by the
Intomal Eevenue Cide. The OvgardSation dows noi moke commibutions io the plan,

EOTE M — Concentratioss

Chring the wyears eitded  Degemlr 31, 2000 snd 2005, pwn conomes accounted fie
eppaniwately 54% and 45% of brtal |ioemse fees, Tespactivel v,

Spe naditors” repar.
= 16 -
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