[image: image1.jpg]\

FAIRTRADE



[image: image2.jpg]


[image: image3.jpg]


  [image: image5.png]


   
[image: image4.jpg]



   
         
The challenge...
Tea is the most popular drink in the world after water, at 70,000 cups drunk per second . It’s also one of the biggest and well known Fairtrade products: Sales reached 11,500 tonnes in 2009 with over US $6m paid in Fairtrade Premium directly to Fairtrade tea worker committees, for the benefit of tea workers and the wider community. However, there are still many producers outside of the Fairtrade system, and many of those who are Fairtade certified only sell a fraction of their tea on Fairtrade terms. Sales of Fairtrade tea grew strongly in 2008 on the back of major UK switches by Sainsbury and Co-op tea ranges but growth has slowed since, with total volume only slightly ahead in 2009. A further challenge facing Fairtrade is the current market situation. High demand, combined with reduced crops/ yields due to erratic weather  have led to tea prices reaching historic highs, at prices above the existing Fairtrade minimum price. While this may sound like good news, there is no guarantee that such high prices can be maintained and adverse exchange rate movements often dilute such benefits. At the same time producers face significantly higher input costs due to increased prices for fuel, fertilizer and  high food price inflation. Such challenges demonstrate a precarious existence and why there is a clear need to review the tea standard. The 2010 revised Tea Standards will help ensure producers have the safety net of a realistic and fair Minimum Price while encouraging businesses to switch to Fairtrade , by removing potential barriers to growth and thus extending the benefits of Fairtrade to more producers and workers.

Fairtrade Responds…
Over the past six months FLO carried out extensive research on Fairtrade tea to establish the best course of action. Producers were heavily involved in the decision making process, with producer workshops taking place in India and Africa. 















In addition, the first ever Product Advisory Council, a round-table of Tea industry experts and Fairtrade stakeholders, met in London in February to give their valuable input to the discussion. The whole process has led to three key decisions being made on Minimum Price, Premium and access to market.
Improved Minimum Prices

There are a number of different minimum prices set for Fairtrade black tea. This takes into account the wide range of varieties and qualities available. In response to the high market price and producer needs, the Minimum Prices for black tea have been raised, on average by 16%. Although the minimum prices are still below the current market price, they are in line with recommendations from producer groups and cover the average costs of sustainable production. The minimum price acts as a good way to protect producers as it is far from certain that these high market prices will continue. In the meantime, producers will continue to receive the market price. For organic teas there is now also an additional 0.20 US$ paid on top of the conventional Fairtrade minimum price, a welcome bonus for those producers who invest in organic.

 
No change in premium level

The Fairtrade Premium for tea is one of the highest for a single Fairtrade product. This is mainly because there was no minimum price for tea before 2008, so a higher premium was paid as compensation. Although some stakeholders  for mass market teas and 1.10 $/Kg for speciality teas). In the future, a premium decrease could be conceivable in return for major incremental volume, backed up by a solid risk analysis with clear indications of overall benefit.
(i.e. a lower premium rate but a much higher level of Fairtrade sales, bringing significantly higher premium benefits). 

Retro-Certification - More flexibility for traders, more sales opportunities for producers

Sadly, many producers are only able to a sell small percentage of their tea on Fairtrade terms because the demand for Fairtrade simply isn’t high enough. Especially for premium seasonal teas, many are bought by traders and then stored, usually for months at a time, before they can sell it on to middlemen. It’s often hard for traders to predict how much demand there will be for Fairtrade tea, which means they may be reluctant to buy large amounts, for fear they won’t be able to sell them on. A process called “retro-certification” helps solve this problem. A trader can buy a quantity of tea from a Fairtrade producer under conventional terms. Should he find a buyer interested in Fairtrade tea he can then fill out the required paperwork to convert it to Fairtrade certified and then pay any difference vs the FT minimum Price and the necessary premium amount to the producers retro-actively. This gives buyers greater flexibility in trying out Fairtrade, and to develop new products and customers thereby opening up new  opportunities for producers. This enables producers to sell more of their tea under Fairtrade terms, increasing the amount of premium they receive for their community and creating additional value for dual status conventional teas The new Standard for tea allows retro-certification, under strictly monitored conditions and with set limits on times and volumes. Our aim is to have a secure and transparent system that also allows producers to sell as much Fairtrade tea as possible.
About Fairtrade Labelling Organizations International:
Fairtrade Labelling Organizations International (FLO) is a non-profit, multi-stakeholder association of three regional Producer Networks and 21 National Initiatives. The Producer Networks represent the interest of producers in the system while the National Labelling Initiatives promote Fairtrade to business and consumers. FLO’s role is to set the strategic direction for Fairtrade, to produce the standards by which Fairtrade is conducted, and to support producers to gain Fairtrade certification and secure market opportunities. The FAIRTRADE Certification Mark is a registered trademark of Fairtrade Labelling Organizations International. It signifies that products meet international Fairtrade standards.
For further information about the Fairtrade Tea Standard, please contact:
Lee Byers, Global Product Manager (tea) 

Ph: +49-172-3426911, Email: l.byers@fairtrade.net
otte Charlotte De Vroey, Project Manager, Standard Unit

Ph: +49-228-94923-273, Email: c.devroey@fairtrade.net
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Fair Prices and more opportunities for sales growth








The new standard at a glance





Valid as of: 1 November 2010 


Key changes: 


Higher Minimum prices (average increase of 16%)


Introduction of a minimum price for organic teas 


No change in premium for now


Retro-certification to increase sales opportunities





Where to get a copy:  � HYPERLINK "http://www.fairtrade.net/standards.html" ��www.fairtrade.net/standards.html�

















