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INTRODUCTION
Introduction:

“No business which depends for existence on paying less than living wages to its workers has any right to continue in this country. By living wages I mean more than a bare subsistence level, I mean the wages of decent living”
. The previous quotation can be considered as the leitmotiv of the Fair Trade Ideology giving that the main objective is to share wealth between rich and poor countries by increasing raw materials producers’ wages. In a world which creates more and more money thanks to globalization, Fair Trade aims at underlying the fact that poor countries do not take part of globalization. Therefore the idea of Fair Trade is to help developing countries by putting them in the circle of the globalization process. 

Is Fair Trade a sustainable solution for Developing Countries? How globalization and Fair Trade are linked?
In this case, we will see the development of the Fair Trade around the world from its history to its global structure. We will then underline the fact that Fair Trade is a solution to the Free Trade market failure. Yet, we will also discuss the limits, and try to find what would be the possible evolution of this ideology.

I. FAIR TRADE TODAY

A. Definition and history
Definition

Globalization has made winners and losers. Or we can also suppose that globalization is just a tool that has the power to bring the best and the worse depending on its use. But the fact is: the gap between the poorest and the richest is widening. In developed countries, we are consuming coffee, chocolate, bananas, cotton … in abundance without thinking that many of them are directly made in developing countries by farmers that receive a price for their products, their only way of subsistence, sometimes under the cost of production, forcing them into a cycle of poverty and debt. Not only these products are cheap but more than the half of the price we pay is resulting of intermediaries’ margins. Rather than paying a lot for the distribution channel, what about remunerating better the producer itself? This is the very good idea of fair trade: in a word trying to establish a corrective to globalisation by promoting the South countries producers’ revenues.   


FINE, the informal Association of the four main fair trade networks (Fairtrade Labelling Organizations International, International Fair Trade Association, Network of European Worldshops and European Fair Trade Association) has set a global definition that says: 

« Fair trade is a trading partnership, based on dialogue, transparency and respect, which seeks greater equity in international trade. It contributes to sustainable development by offering better trading conditions to, and securing the rights of, marginalized producers and workers - especially in the South. Fair trade organizations (backed by consumers) are engaged actively in supporting producers, awareness raising and in campaigning for changes in the rules and practice of conventional international trade. »

Some figures to illustrate
	Retail Value
Global Fairtrade Sales[14]

	Year
	Sales Value
	

	

	

	2005
	€ 1 141 570 191
	

	2004
	€ 831 523 066
	

	2003
	€ 554 766 710
	

	2002
	€ 300 000 000
	

	2001
	€ 248 000 000
	

	2000
	€ 220 000 000
	


In 2006, the Fairtrade system benefited 1.4 million workers aprox, farmers in 57 developing countries in Africa, Asia and Latin America.

Source: Wikipedia

-From early fair trade initiatives to an organized movement


Even before World War II, the organization of the economy and society are reconsidered and an alternative to the traditional free trade is contemplated. E. P. Thompson, in his work on 18th century England, described a society where “notions of common well being, often supported by paternalistic traditional authorities, imposed some limits on the free operations of the market”.



But the fair trade movement as we know today was shaped in the years following World War II. Early attempts to commercialize in Northern markets goods produced by marginalised producers were initiated by religious groups and various politically oriented non-governmental organizations (NGOs). In the 1960’, the slogan was “Trade, not Aid”. They were at the beginning volunteers that sold coffee from Angola and Nicaragua in Worldshops, in the back of churches, from their homes and from stands in public places. The message to deliver was “Give a chance to the disadvantaged producers from the developing countries to exist in the international trade not only as a victim but as a real partner”. Then, step by step, brands have been appearing throughout the world and the inhabitants of the developed countries are more and more involved in the Fair trade movement partly thanks to the entry of fair trade products on the supermarkets shelves.

-Its principles

The fair trade movements have 7 principles in common 

Source: http://en.wikipedia.org/wiki/Fair_trade
· Creating opportunities for economically disadvantaged producers

The goal is to hire workers that are disadvantaged or marginalized by the conventional trading system. 

· Transparency and accountability

In order to avoid corruption attracted by this new business, fair trade organization imposes transparency and fair commercial relations between the trading partners.

· Capacity building

Fair trade is not a ponctual aid but a movement whose goal is to promote the poorest countries development on the long run and help them to get their financial independence.

· Payment of a fair price

This principle is the key word of fair trade and the condition of all the other principles. This “fair price” not only covers the cost of production but also allows the production to be socially just and environmentally sound. It restablishes also the inequalities of salaries between the women and the men.

· Gender equality 
Whatever the worker is a man or woman, he or her will be valued in the same way and paid for his or her contribution.

· Working conditions
Fair trade considers the working environment as a fundamental element. It has to be healthy. Children are allowed to contribute but in regards at the UN Convention on the Rights of the Child.

· Environmental protection 

Producers are encouraged to respect the environment and are responsibilized on this matter.


Fair trade is today strongly associated with sustainable development. In fact, fair trade is a means to promote sustainable development.
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Workers sorting and pulping coffee beans on a fair trade plantation in Guatemala
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Fair Trade goods sold in Worldshops

B. The Main Actors

· The different Fair Trade organizations:

“More than one million producers and workers in developing countries benefit from Fair Trade terms. The Fair Trade movement constantly reviews and improves its trading and business practices to further benefit particularly the small and marginalized producers and poor workers.” 

Indeed, a lot of producers and workers still not benefit from Fair Trade terms, but this global phenomenon is becoming more and more important because of different reasons:

First of all, over the last years, Fair Trade sales have grown by 20% to 30% per year throughout Europe. This demand has been a significant level for change in business practices of conventional companies as well.
 
More than that, most fair trade import organizations are members or certified by one or several national or international federations. They are the driving force for responsible business practices because there aim is to coordinate, promote and facilitate the work of these Fair Trade organizations. On the one hand, we will present the largest and most influential federations, and on the other hand, we will define their goals in Fair trade.
 

· The FLO: Fair Trade Labeling Organizations International, created in 1997 is part of a worldwide network of Fair Trade organizations that promote and market actively the fair trade certification mark, by supporting producers, raising awareness and campaigning for changes in the rule and practices of conventional trade in more than 50 countries. Moreover, it’s important to know that the points of reference for fair trade certification are the fair trade standards. These standards are developed by the FLO standards committee, in which stakeholders from FLO’s member organizations, producer organizations, traders and external experts participate. Indeed, the FLO labeling system is the largest and most recognized standard setting and certification body for labeled faire trade. The FLO inspects and certify several producer organizations in Africa, Asia and Latin America, which represents approximately one million families of farmers and workers.

· The IFAT: International Fair Trade Association, created in 1989, has over 300 fair trade organizations in 70 countries, and membership are growing constantly. 65% of them are based in Africa, Asia, The Middle East and South America, and the rest coming from North America and Europe. IFAT regroups fair trade producers’ cooperatives and associations, export marketing companies, importers, retailers, national and regional fair trade networks and fair trade support organizations. All these members have the same mission that consists in representing the fair trade chain from production to sale. The IFAT’s most important aim is to improve the producers’ livelihoods and communities through Fair Trade, its function is to ensure that the producer voices are heard and respected.

· The NEWS: Network of European Worldshops, created in 1994, it represents approximately 2500 national Worldshops in 13 European countries and that offer fairly traded products and campaign for a fairer world trade system. The NEWS aim is first of all, to link their National Associations and Worldshops all around Europe. Secondly, to initiate, coordinate and promote trade justice throughout ample campaigns on fair trade. Finally, it works with associations on development issues and cooperates with other fair trade organizations (FLO, IFAT and EFTA) to carry out international advocacy and political activities. NEWS has to accomplish several activities to achieve these aims, for example, huge campaigns (the unfair labour conditions in the clothing and toy industry, the child labour…), celebrate the world fair trade day across the world (big event including parades, meetings, debates…), and organizing the European Worldshops conference which join together members of the Worldshops volunteers and employees to exchange experience and information about fair trade. In fact, Worldshops also invite us to learn about the people at the centre of Fair Trade, about their cultures, about trade justice and global issues.

· The EFTA: European Fair Trade Association, created in 1990 is an association of 11 Fair Trade importers and 9 European countries (Austria, Belgium, France, Germany, Italy, The Netherlands, Spain, Switzerland and The United Kingdom). These countries import products from more than 400 producer groups in Africa, Asia and Latin America in order to help them having the same economic advantage like some other countries. The association’s aim is to import and promote Fair Trade products. They have to facilitate the exchange of information and networking in order to develop joint projects, for example, by organizing meetings of the members, by publishing yearly their publication on the evolution of the Fair Trade market…

Finally, we can say that these four networks aim is to defend and to promote the Fair Trade market all around the world with different kind of actions and activities. Moreover, in 1998, they decided to join together in order to create an informal association, which was called The FINE. 

· The FINE: (FLO/ IFAT/ NEWS/ EFTA): This network has no particular structure, no decision-making power; the members of the FINE’s board take the decisions. Their goals consist in diffusing fair trade politically; conciliating and develop fair trade standards and lines of action increase the efficiency and the quality of fair trade monitoring and communication systems. To conclude, the FINE has to coordinate at both European and international level the advocacy activities of Fair Trade defender. 

· Focus on “The Body Shop”: actor in the Fair Trade market

"For me, campaigning and good business is also about putting forward solutions, not just opposing destructive practices or human rights abuses".

Anita Roddick-The Body Shop founder                                    
The Body Shop is known for its wide range of 100% vegetarian products for the body, face, hair and home. It has over 2000 stores in more than 50 countries. It is well known most particularly for its ethics and values, which support a full range of issues around the world. In fact, in 2006, the companies spent over $12 million on community traded ingredients; and in 2007, 65% of the companies’ products contain community-traded ingredients. This company’s achievements are due to there important social activism by defending these different slogans: “Against animal testing”, “Support community trade”, “Activate self esteem”, “Defend human rights” and “Protect our planet”. Indeed, The Body Shop wants to change standard corporate practices of the industry by respecting there commitments, here are some examples of there principles.

· “Against animal testing”: The Body Shop is the first international cosmetic retailer, which guarantees the animals protection. Indeed, they decided to operate a strict purchasing rule that ensures that any body shop’s ingredients have been animal tested since 1990. To avoid this kind of behavior, they organize campaigns and meetings to inform people and to banish these kinds of tests. Moreover, The Body Shop supports the development of alternative technologies. Finally, all their products are labeled AAT (Against Animal Test). 

· “Support community trade”: The Body Shop company is considered as the pioneer of fair trade in the toiletries and cosmetics industry, their aim is to represent a model to the others companies. Through their community trade programs the Body Shop focus on trading directly with marginalized producers that could of course give them high quality products with natural ingredients. Indeed, the success of The Body Shop is due to their image of an ethical retailer, because they satisfy in a fair way the demand of customers concerning natural ingredients and they maximize the sustainable benefits of their supplier. To conclude, their engagements consist in working with long-term trading relationships with the different communities; in contributing to the sustainable development by supporting the supplier’s community’s initiatives. And also in guaranteeing to all their workers and community trade suppliers a living wage. In 1986, the first community trade activity was a little foot roller, which was supplied by a small community in India. Nowadays, the trade partners of The Body Shop are all around the world and were mostly overlooked by the local and global society.

· “Activate self esteem”: Their goal is to activate the self-esteem for people who involves in The Body Shop’s business. They promote diversity, acceptance and empowerment. Indeed, they want to be considered as an “inspiring employer” a “business partner” and a “personal care retailer”. The Body Shop Company aims at providing wellbeing and comfort through their natural products. More than that, they aid people to develop themselves, to feel free to be and to do whatever they want. The Body shop ensures a continuous improvement because of all their work around their commitments. Firstly, they give global equal opportunities standards so that permit them to promote the diversity in their employment practices. Secondly, they focus on the wellbeing and comfort of each human on earth without promising eternal youth but by creating different marketing messages, which encourage people to appreciate life and feel in full bloom. Finally, The Body Shop insists on the women’s rights all around the world by creating positive messages and campaigns, which declare that every woman has the right to feel fabulous.

· “Defend human rights”: They defend what they call “the fundamental rights” such as, housing, health, the right to education, the free speech and the protection from torture. In fact, The Body Shop Company insists that they have an important role in changing the social responsibility of each human. Everyone should act effectively to change the mentalities in our society.

"Never doubt that a small group of thoughtful committed citizens can change the world; indeed it's the only thing that ever does." 
  

II. FAIR TRADE AS A SOLUTION 

A. Free trade market failure


As we saw before, Fair Trade products mainly concerns commodity sector with product like sugar, coffee, cocoa, bananas…. The commodity crisis since the seventies has cut prices especially in developing countries where producers are not protected by the government. Consequently, this crisis has affected mainly the poorest countries: as a matter of fact, more than fifty developing countries export mainly three of fewer commodities and these products constitute the bulk of export revenue.

i. How globalization tends to increase inequalities between developed and poor countries?

a. According to the theory, Free trade should reduce inequalities between countries.

According to the theory of comparative advantage by the economist Ricardo, free trade should be beneficial for countries involved in the trade and allocate fairly resources between those countries because each country produces goods that have a lower relative producing cost and import from the other countries goods relatively expensive to produce. Here is an example from the free encyclopedia wikipedia 
 “
Two men live alone in an isolated island. To survive they must undertake a few basic economic activities like water carrying, fishing, cooking and shelter construction and maintenance. The first man is young, strong, and educated and is faster, better, more productive at everything. He has an absolute advantage in all activities. The second man is old, weak, and uneducated. He has an absolute disadvantage in all economic activities. In some activities the difference between the two is great; in others it is small.

Is it in the interest of either of them to work in isolation? No, specialization and exchange (trade) can benefit both of them.

How should they divide the work? According to comparative, not absolute advantage: the young man must spend more time on the tasks in which he is much better and the old man must concentrate on the tasks in which he is only a little worse. Such an arrangement will increase total production and/or reduce total labor. It will make both of them richer.” 


If we stick to the theory, poor countries which produce commodities like coffee or cocoa should keep producing these goods because it is cheaper to produce and export them to the developed countries. In the end, both actors will be satisfied and producing countries will be able to develop themselves thanks to their exports. 
b. Nevertheless, free trade benefits are nullified by market failures and globalization tends to marginalize the poorest countries.
It is obvious that nowadays, goods, capital and services are not allocated fairly by free trade and some countries are totally left behind by the globalization. In the figure 3, one can see that the imbalance between the OECD countries like UK, France or Japan has strongly increased since the fifties.
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Source: R Lucas

Another problem is that the bulk of exports from developing countries tends to be in primary product commodities, such as sugar, cocoa, coffee, etc., whose prices generally rise much more slowly than the prices of manufactured goods imports. The "terms of trade" decline was particularly sharp between 1985 and 1993 when the real prices of primary commodities fell 30%. This translates into losses of billions of dollars. Free trade agreements do little to enhance the trading positions and commodity prices of these poor countries. In many cases, the world market price for commodities such as coffee and cocoa falls below the cost of production, forcing farmers to sustain huge losses
Last but not least, trade between developed countries and poor ones is not fair because of market failures. 


Market failure is a term used by economists to describe the condition where the allocation of goods and service by the market is not efficient. Market failure occurs because some countries like the US or the EU use trade barriers like taxes, quotas or tariff barriers to protect the domestic market. In the agricultural sector, farmers and producers are helped by the government in the US and the EU.  Consequently, there is no perfect market information and no perfect access to markets for producers from developing countries which are forced to sell products like coffee or cocoa or craft industry products at a very low price. The win-win situation disappears and fair trade benefits are nullified because some countries don’t respect the rule of the game.

Moreover, market failure occurs also because prices and buying conditions are imposed to developing countries without any negotiation by intermediaries which use their powerful bargaining power to keep prices as low as possible. 

The existence of these market failures lessens the capacity trade to lift the poorest producing countries out of poverty. 

ii. Fair trade is an alternative to minimize the cost of globalization and to maximize its benefits

a. How does fair trade work to reduce inequalities?

Fair trade aims at reducing inequalities created by market failures of free trade. Fair trade organizations try to reach this goal thanks to some principles:

· To ensure fair wages to producers and craftsmen in order to improve the economic situation in developing countries.

· To set up sustainable and profitable relations between intermediaries and producers in order to have a win-win situation.

· To cut the number of middle men between the producer and the consumer in order to increase the producer revenue

The Fair Trade movement has been one of the most powerful responses to the problems facing commodity producers. It gives consumers an opportunity to use their purchasing power to tilt the balance, however slightly, in favour of the poor.

b. Fair trade has a new role: helping the consumer to take conscience of the third world difficulties 

 
We just saw that the main problem is the prevailing terms of trade between rich and poor nations. These are unjust because prevailing market prices for the goods produced in the Third World are too low for the labourers to reap a wage reflecting their dignity. Consequently, Fair trade was created to correct and change these terms. 


Nevertheless, according to the figures below, Fair Trade fame keeps growing and nowadays, its notoriety helps the final consumer to take conscience of the terrible economic condition of the third world and of the fact that the coffee and the orange juice they drink every day might constitute the only source of revenue of a developing country.
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Source: http://www.commercequitable.org/commercequitable/
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Source : http://www.fairtradefederation.org/documents/2005FTFTrendsReport.pdf

B. Challenges and Commodity Crisis in developing countries

The Commodity Crisis started on 1970 and 1980’s when prices of products like sugar, cotton, cocoa, and coffee started going to the bottom; falling from 30 to 60% 
. This had been a struggle for small producers in developing countries. As Sophia Murphy, from the Institute for Agricultural and Trade Policy, mentions Agricultural commodities underpin developing countries economies- they determine whether those economies produce enough jobs, food and growth to keep people out of poverty. We have to realize that dependence on commodity trade is one of the familiar elements of their relative poverty. This dependence has been a constant handicap in the efforts to raise people’s standard of living. 
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Fair trade Supporters believe current market prices do not properly reflect the true costs associated with production; Supporters of fair trade believe that a minimum price should be established in order to improve environmental and social aspects of producers in developing countries.

i. Illustration: The case of Coffee 

Coffee is the second most valued traded commodity after oil, according to Robbie Jaffe; cofounder of Santa Cruz- based non profit organization Community Agroecology Network (CAN)
. 

To illustrate this point I will use the case of the US and Europe where people consume 2.3 billions pounds of coffee per year, more than any country.

The Coffee Crisis
For example an interesting statistic says that a two cup drinker of coffee will consume the annual harvest of 18 coffee trees. Once more we find there is a large disconnect between the producer and the consumer. Producers receive somewhat around $.90 and $ 1.26 while the consumer pays anywhere from $1 to 4$ for a coffee drink and $7 to $14 for a pound of coffee. This is what is called the Coffee Paradox. The price of the commodity has decreased but the price of the finished product has increased. Normally when a commodity becomes popular and fetches a higher price in consuming countries , production increases, and price goes down since demand decreases however this has not being the case of Coffee. We have to understand that coffee was a bulk commodity until the 80’s when the speciality market, jumpstarted by such chains as Starbucks, began to grow in popularity.

The Coffee Crisis was brought on 1989, when the International Coffee Agreement (ICA) which was a kind of “cartel of coffee consuming and producing countries created to maintain a stable price for green coffee” was disrupted. 

It fells apart after the US withdrawal changed views toward coffee as a commodity in consuming countries. Prices started to become volatile with the lack of regulation and became even worse after regions like Vietnam started to grow coffee where coffee was not traditionally grown. 

ii. Fair Trade as a Solution

Fair Trade objective is to help communities help themselves. By working directly with the community and developing coffee cooperatives they manage to give the producers more profit than regularly. There is no middleman in the transaction and sell directly to importers at fair prices.  
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The Fair Trade Coffee Route:

Small Farmers ~ Local Middle Man ~                         Farmers ~Cooperatives~Importers

Exporters~ Brokers ~ Importers ~ Roasters            ~ Roasters~ Distributors~ Retailers~                   

~ Distributors ~Retailers~ Consumers                      Consumers

For example in Coffee, Fair trades help minimizing the producer to consumer chain. In conventional trade, large producers and trans-national corporations have access to markets, capital and technology while plantation workers and small coffee farmers are just taken in advantage and unable to gain the full benefits of “free trade”.  For example exporters, which are usually subsidiaries of multinational corporations, are excluded in the fair trade chain. Exporters are part of the cause for the coffee paradox above explained. The primary goal of exporters is to buy coffee at the lowest possible price and resell it for the highest profit possible. So we can see why the more players it exists in the chain the more profit it is taken from producers. 

Brokers act as intermediaries between exporters and Importers and also contributing to the low price paid for commodities since they buy and sell coffee on commission without ever officially owning the coffee that they trade. 

It is amazing how in the other hand fair trade has helped farmers to build cooperatives, bypass the middleman and achieve more fair prices. Nowadays there are 300 trade Cooperatives or associations. These cooperatives are democratically organized and often invest a portion of fair trade premiums in projects in the community.

They enable farmers to achieve economies of scale and help them establish their own processing equipment, and capture more benefits from their production.

Coffee Unions like Soppexa and COOPAC are examples that fair trade is making a change and commodity crisis is just something from the past.   

In the case of Soppexa is a union of coffee that demonstrate how fair trade certified coffee has brought success to their community. Located in the province of Jinoteca Northern Nicaragua this cooperative has been able to:

· Invest in organic training

· Empower Women

· Provide Micro Credit

· Improve Quality of product

SOPPEXCCA with the proceeds from fair trade has been able to receive the necessary technical training for their transition to organic production. Also, women in the coop have been able to receive a money fund for their entrepreneurial projects. And in 2004 and 2005, SOPPEXCA farmers scored impressively in Nicaragua’s “cup of excellence” cupping competition.

Same has happened with Cooperative Pour la Promotion des Activites- Café (COOPAC) in northwest Rwanda. Its location is privileged by high altitude, heavy rain fall; and mineral rich soil provides perfect condition for growing the finest Arabica coffees. Coffee had been Rwanda’s largest export, but production plunged following the genocide of 1994. Since 1994 Coffee reduction has halved with only 14,000 tons valued at $15 million exported in 2003 compared to nearly 29,000 tons worth $38 million in 1993
. However memberships have been doubled every year since its foundation in 2001. Proudly today, COOPAC comprises 2,200 members from the six areas of Ack, Ubuzima, Tuzamurane, Kopabm, Abakundakurima and Abanyamurava and is distributed in Rwanda, France and the USA.
 
As we learn in our seminar in order for developing countries to grow, they need more economic growth as well as proper education, good government, proper political institutions and good governance. COOPAC has realized that in order to improve their standards of living they need to work on their knowledge of the land, and better off their techniques for the environment. They have implemented in COOPAC a program in which each sector of the region is assigned a farmer’s mentor so that these advisors can familiarize the farmers with the latest methods at their disposal. They are building health care clinics, roads, and bridges. Also funds they have constructed a school with the profits of just one year crop revenue. 

So fair trade coffee is providing with a comparative advantage that goes beyond the farmer and includes also environmental conservation issues. It is making possible that farmers earn a fairer wage for their work, improving developing countries economies and helping them build more sustainable communities.

Another good new for coffee producers is that just recently, in June 1st the minimum price per pound of fair trade coffee increase from $1.21 to $1.26 dollars. The Fair Trade Labelling Organizations International (FLO) voted to increase the social premium paid by buyers from $.05/ pound to $.10 pound for all Fair Trade Certified Coffee. The Social Premium is a key feature of the fair trade system, which is the portion reserved specifically for social and environmental projects. This will help the farmers to invest in their communities. 

III. FAIR TRADE LIMITS AND EVOLUTION
A. Fair Trade: Limits and Criticism.

“While fair trade is based on the best of intentions, it might in fact make things worse”

Alex Singleton.
At the very beginning of the launch of the Fair Trade project, people had a very positive point of view on Fair Trade. They considered it helps producers to get higher wages, and then it enabled them to improve their lifestyle. It was also a way of developing the Globalization while helping the “Third World” taking part of this big cake. People were considering that by buying that kind of products, they were taking part of a huge movement, which aims at helping poor countries to develop themselves.

However, we will see in this part that Fair Trade can be hardly criticized. These arguments can be divided in several categories that we will explain step by step.

Even if Fair Trade is today well known by many consumers, it is still restricted to a certain number of products. The most famous are, of course, coffee and chocolate. On the other hand, developing countries are also producing many other commodity products such as household’s goods, clothes… However, these products do not carry the Fair Trade marks. In a world where globalization is everywhere, it seems strange to limit the Fair Trade project to a few commodity products. This point enables us to question about why Fair Trade is not generalized to all types of commodity goods.
Another limit that has been underlining by lots of people is that instead of establishing its own fully autonomous trading system, Fair Trade has been developed with Multinational Corporations. The development of such a system would have given the opportunity to producers to get more return from the sell of their stocks. This vision is definitely a critic saying that the current Fair Trade System is not radical enough. The most famous defendant of this ideology is the French author Christian Jacquiau who developed in his book Les coulisses du commerce equitable the critic that most of the famous Fair Trade organizations such as Max Havelaar are using the current system instead of looking for establishing a new fairer one.

Jacquiau is also a hard defendant of the theory that Fair Trade’s prices should be higher that what they currently are. It means that the producers should receive more than what he earn right now.  Multinational Corporations are getting more and more money thanks to Fair Trade while producers do not get benefits of the increasing development of Fair Trade in the developed countries.

The growing popularity of Fair Trade has also created many abuses. Today for example, many companies try to package their products as if it was a Fair Trade product in order to increase the sell. However, these companies are not stamped as Fair Trade Companies. This issue makes that most of the consumers are confused and do not really manage to find real Fair Trade products when they are at the supermarket.  Consumers are being abused by Multinational Companies which try and manage to get new market shares thanks to the increasing popularity of Fair Trade business. Another problem is that we have also seen the number 

The Adam Smith Institute and The Economist advocated a new argument against Fair Trade, which is the price distortion. 

The price distortion argument criticises fair trade for attempting to set a price floor for a product that is most of the time above the market price and therefore encourages existing producers to produce more and new producers to enter the market, leading to excess supply. Through the laws of supply and demand, excess supply can lead to lower prices in the non-Fair Trade market. 

For example, Low coffee prices are caused by over-production. In the meantime, Fair trade encourages farmers to keep on producing uneconomic crops rather than diversifying. It encourages farmers to start growing coffee, and to increase production (eg by cutting down forests). This example can be developed for all the commodity products.

B. Fair trade Evolution and Future Issues:


In this part we will focus on the evolution of the Fair trade and the sustainable perspectives of this concept witch have to offer a better trading conditions and to secure the rights of marginalized producers and workers
 
 In the future the main targets are to make fair trade more famous, to sell more products and to guaranty application of responsible methods of production and better environmental practices   .

i. Fair trade evolution:  from an ambitious Idea to an International label
The fair trade movement has known a very important evolution since its beginnings in the middle of the 40’s until today.

This way of trading goods in northern markets was at first done by religious groups and   NGOs, at that time products were almost exclusively handicrafts and were mostly sold in churches or fairs, The goods themselves had often no other function than to indicate that a donation had been made
. 

In the 60’s, the current fair trade movement was shaped in Europe and there was the first steps of the establishment of fair trade relations with the developing world
. Where did it all begin?
Consequently in 1965 the first fair trade organization was established: Alternative Trading Organization (ATO).
The first real evolution was with the “world shops and the beginning of the fair trade in the retail sector by selling goods produced under fair trade terms.

In the 1970’s the fair trade movement worked on finding new markets and products especially in the countries that were excluded from the mainstream trading channels.

In the early 1980s, the segment of the handicrafts market knows a real decline and in the same time it was the first apparitions of some new fair trade products. These circumstances forced fair trade supporters to rethink their business model and their targets. In addition the prices of agricultural commodities decreased and this fact had a direct impact on the poor producers and especially in the poor countries.

Thus it seems that it is the Fair trade movement's responsibility to address the issue and to set up innovative remedies to react to the ongoing crisis in the industry.

Few years later was the apparition of the first fair trade agricultural products i.e. tea and coffee and then fruits, sugar, rice, cocoa, bananas, nuts and spices.

In fact the new policy was successful and fair trade agricultural products were the key success factor of the new model. They were the best alternative to the handicraft market for the Alternative Trading Organisations and played a very important role in the growth of the fair trade movement in the word.

While in 1992, a sales value ratio of 80 % handcrafts to 20 % agricultural goods was the norm; in 2002 handcrafts amounted to 25.4 % of sales while commodity food lines were up at 69.4 %
. The most important evolution in the Fair trade movement was the labelling initiative and the new certifications and standards

This initiative was after a general feeling that the way of doing fair trade (in small workshops) was too disconnected from the rhythm and the lifestyle of contemporary developed societies.

So the idea was: how to increase sale opportunities? Indeed the large distribution channels seemed the best answer: selling fair trade products where consumers normally shop. However the new way of making fair trade have to be done without compromising consumer trust in fair trade products and in their origins.

The first fair trade labelling initiative was found in 1988 by Stichting Max Havelaar, under the initiative of Nico Roozen, Frans Van Der Hoff and Dutch development NGO Solidaridad.
“The independent certification allowed the goods to be sold outside the Worldshops reaching a larger consumer segment and boosting fair trade sales significantly The labelling initiative also allowed customers and distributors alike to track the origin of the goods to confirm that the products were really benefiting the producers at the end of the supply chain”
. Year after year many new  Fair trade labelling organizations were set up in North America and other European countries and in 1997 was the creation of Fair trade Labelling Organizations International FLO: an organization that  the main mission is to set the Fair trade standards, support, inspect and certify disadvantaged producers and harmonize the Fair trade message across the movement.

Today we can find in almost 50 countries around the word product as rice, sugar, tea,  coffee, cocoa, honey, fruits,  nuts, spices, wine, bananas, mangoes and cotton etc. certificated with FLO label: the International Fair trade Certification Mark launched in 2002.

This label facilitated cross border trade, simplified procedures for both producers and importers and ameliorated the visibility of the labelled products on supermarket shelves.

“Global fair trade sales have soared over the past decade. The increase has been particularly spectacular among Fair trade labelled goods: in 2006, these sales amounted to approximately €1.6 billion worldwide, a 41 % year-to-year increase
.
ii. Fair trade in the future: from labelling to branding

Nowadays markets are more and more global, the competition is very hard and fair trade has to be very strong if it wants to resist to the free trade and to survive in the future.

 “Fair Trade is a growing, international movement which ensures that producers in poor countries get a fair deal. This means a fair price for their products (one covering the cost of production and guarantying a living income), long-term contracts which provide real security; and for many, support to gain the knowledge and skills that they need to develop their businesses and raise sales”
 .

The success of the fair trade in the future need an effort by all the direct and indirect fair trade’s actors i.e. NGO’s, WTO, States, producers, distributors, etc.

We can take the case of the movement “Make Trade Fair” which militate against unfair trade rules, price distortions, overproduction and dumping. The movement is denouncing US and EU subsidies and barriers as the principal facts for the failure of the current system. 

 “Make Trade Fair” has played a very important role to obtain the decision at the WTO to stop all export subsidies by 2013.

Actually, some reforms have to be implemented, the WTO and the developed countries must take their responsibilities to reduce protectionism, to end the asymmetric agreements and to set up new rules to stop the violation of international trade rules; thus small producers in the poor countries can compete in a fairly way and ensure a descent income which is very important for the fair trade to survive in the future.

However, the development of new product and new concepts is more than important to guarantee the success of the fair trade in the future and this have to be accompanied by the creation of new opportunities and the taping of new markets. 
In one hand, Producers and their marketing organizations need to improve their management skills and their access to new markets and technologies to compete with the MNC’s. 

And in the second hand, the increasing competition of the fair trade market, oblige the importers to build greater brand and company loyalty. 

Today branding is the new fair trade weapon and labels are no more sufficient example: Veja, Malongo, etc.

Creating new fair trade concepts and products and taping new markets, seems to be a good solution to be adopted by fair trade’s actors. Indeed Fair Trade Services (Services Vs goods) for example can be a tool to stop the problem of delocalisation in the developed countries and guaranty a better income and living conditions for people in the poor countries. So we can perhaps find on the future fair trade software on the markets. 

Other concepts are the companies’ fair trade labelled where we find fair trade products in the canteens and cafeterias for example and fair trade labelled Restaurant and hotels.
Some fair trade actors or searchers think that the success of the fair trade in the future needs an Economic of scale strategy using the large-scale distribution as network. “The main hypothesis is related to the observation that some consumers are willing to pay a premium for Fair Trade products. Fair Trade products are more likely to be on retailer's shelves if the Fair Trade certifier's objective is to maximize quantities labelled rather than the price paid to producers. The key variable in the retailer's choice to sell the Fair Trade product is not the percentage of consumers who are willing to pay a Fair Trade product, but how much the Fair Trade buyers are willing to pay for it”

Is the fair trade the best solution for the future? Or there are other alternatives?

“Aid for trade is about giving devoloping countries the tools to take advabtage of market opennig opportunities, especially those that would result from the succesful conclusion of the WTO Doha round- to better hardness trade as an engine of economic growth and developpement …to accelerating economic, growth, promoting developemnt and contibute to reducing poverty”
 by Pascal Lamy and Haruhiko Kuroda. Thus it seems that the top management of the WTO thinks that aiding trade is the best alternative for the future.
So after the 60’s slogan “Trade Not Aid” what will be the future of the fair trade with the “Aid for Trade”?
CONCLUSION

Obviously, fair trade is a good initiative against globalization’s inconvenients. But, will it be sufficient? Here is the question. With the development of fair trade initiatives, we will be more in measure to respond to this question. We are convinced that it has a great power to reduce poverty and, above all, the very idea to help the poorest to build something, to develop by themselves without giving them money directly is much more interesting. With the adhesion of people, brands will develop and fair trade products will be able to compete as an equal with standard brands in the future. Globalization is widening in the world, fair trade too.
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