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FAIRTRADE




As the concept of Fairtrade becomes more popular and more companies and supermarkets get involved, questions have arisen about the prices paid by UK shoppers for Fairtrade products and whether some companies are taking advantage of consumer goodwill. Here, the Fairtrade Foundation answers the most commonly asked questions, and clarifies how we ensure that producers in developing countries get the better deal guaranteed by the FAIRTRADE Mark.
What is the Fairtrade premium, and can I be sure it goes back to the producers in developing countries?

Every time you buy a product carrying the FAIRTRADE Mark, the producer organisations, will have received the guaranteed minimum Fairtrade price plus an additional social premium to invest in their communities for the future. These payments are laid down in the published Fairtrade product standards and are not dependent on the retail price of the final finished product – in fact retail price fixing is against EU and UK competition law. To ensure they get the better deal, the farmers’ organisations are paid at the point when they are selling their produce for export – this ensures they receive the stable and agreed price promised to them. The international Fairtrade system monitors and audits the product supply chains to make sure the producers are genuinely getting the money, and that the farmers, workers and their local communities are benefiting from the investment of the premiums. You can find lots of examples on our website of how premiums are being spent by producers involved in the Fairtrade system.
Are Fairtrade products always more expensive than non-Fairtrade products?

Not necessarily. Over the last year, the Fairtrade Foundation has looked regularly at the prices of both products carrying the FAIRTRADE Mark and similar conventional products. Some Fairtrade products are actually cheaper than non-Fairtrade ones. For example, whilst Sainsbury’s Fairtrade Colombian roast and ground coffee was selling at £1.99 in March 2006 (50p off, RRP £2.49), another Latin American coffee that was not Fairtrade certified was selling at £2.75. 
Many Fairtrade products are priced similarly to other products on the shelf. For example, Tesco Finest Java Sumatra and Mocha Sidamo are both £2.18, exactly the same as the Tesco Fairtrade Medium Roast coffee. And when Marks & Spencer changed all the tea and coffee on their shelves to Fairtrade in 2006 they did so without increasing retail prices.
However, Fairtrade products are unlikely to be the cheapest in-store, and below we explain why. But whatever the price of the product on the shelf, only the FAIRTRADE Mark ensures that the producers have received what has been agreed to be a fairer price, as well as the social premiums to invest in the future of their communities. 

Why are some Fairtrade products more expensive then non-Fairtrade products? 

There are many good reasons why Fairtrade products sometimes cost more than conventional products:
- Fairtrade products guarantee that, however low world market prices fall, the producer organisations will always receive enough to cover the costs of production and a sustainable livelihood. When prices are very low, farmers may be receiving two or three times more from their Fairtrade sales than their sales to other buyers.

- Independent certification, auditing and traceability programmes, and product licensing and labelling cost money to implement, and these costs are built into the prices of the product through the supply chain. 
- Many Fairtrade bananas are bagged to differentiate them from other bananas – this is often done at the farm level, and this can add slightly to the price of packaging and transportation. Their price shouldn’t therefore be compared with the price of loose bananas.

- Many companies working with the Fairtrade system are also investing additional money in supporting long-term relationships and business or agricultural developments with the producers they are sourcing from. 
- When a Fairtrade product is new to the market, the volumes may still be relatively small and therefore some of the transportation, manufacture, packaging and marketing costs can be proportionately more expensive. As volumes have grown, we have seen the cost of many Fairtrade products become much more competitive with non-Fairtrade equivalents.

If Fairtrade products are more expensive in the shops, does the price difference also go back directly to the producer organisations?

This is not how Fairtrade pricing works. As we know, retail prices go up and down and are made more complex by a range of special offers and money-off deals. This means that price differences in shops can change from day to day. Retail prices and special offers are negotiated between the product manufacturers and the shops themselves. The Fairtrade Foundation is not legally allowed to intervene in retail pricing discussions – it only sets the prices and premiums for the producers, for whom stability and transparency in what they are going to be paid are paramount concerns. That’s why the Fairtrade prices and social premiums are set and agreed independently in our system. 

To take bananas as an example, only by buying Fairtrade bananas can you be sure that price cuts in the shops do not translate into wage cuts for banana workers. In fact, Fairtrade bananas in some supermarkets today are cheaper than ordinary bananas were two to three years ago. As volumes have grown, it has been possible for efficiencies and savings to be made in the supply chain without undermining the prices paid to producers. However, several supermarkets recently (March 2006) slashed the price of ordinary loose bananas again from 85p per kilo to 64p per kilo. Regrettably, this has again opened up a bigger differential between the cheapest loose bananas, whose prices have now been cut by 42% in the last three years, and a typical bag of Fairtrade bananas. Instead of asking why Fairtrade bananas are more expensive, shouldn’t we be asking how shops can sell other bananas so cheaply, and who actually foots the bill for these so-called bargains? 
If I pay more for Fairtrade products, do the supermarkets pocket the difference? 
The price difference on the shop shelf will also reflect the price at which the products are sold to the retailer in the first place by the brand owner or manufacturer. The normal retail price or any special offer will be agreed between them, and Fairtrade products are sometimes a little more expensive to source than conventional ones for reasons explained above. The Fairtrade Foundation has conducted its own surveys of retail pricing in supermarkets. Different retailers appear to operate to different profit margins, and frequently apply different profit margins for different product categories. However studying shelf prices on any given day does not reveal clear cut pricing patterns for either Fairtrade or conventional products overall. Ultimately, it is down to all of us as individual shoppers to decide whether we feel products represent good value for us.
Should supermarkets make any profit from Fairtrade products? 

The Fairtrade movement has sought to prove that it is possible to make trade work for disadvantaged producers in developing countries and still run a successful business. It isn’t about charity or handouts, but a better trading relationship. In this model, we must acknowledge that supermarkets do not operate as charities. That means they should treat Fairtrade products like other products – they should certainly not increase their profit margins over conventional products, but nor should they be expected to reduce or give up their profits altogether. Because if Fairtrade products are not profitable at all, then any new business pressure on these companies could result in their removal from the shop shelves altogether and replacement with more profitable alternatives. That would certainly be a disaster for the producers involved in Fairtrade.  

Is it better to buy Fairtrade products from alternative sources such as independent, wholefood and fair trade shops, or online and mail order sources?

The Fairtrade Foundation is committed to making Fairtrade products available in as many places as possible, from Traidcraft stalls in churches, to independent shops and stores, to cafés, restaurants and workplaces, online and by mail order, from local markets and supermarkets. Where people choose to shop is a personal decision – our mission is to make sure wherever that is, they can find products carrying the FAIRTRADE Mark.
So is the Fairtrade Foundation concerned about the power of supermarkets at all?

Yes, the Fairtrade Foundation believes that shops and supermarkets have immense power to ensure that the products on their shelves are sourced in a way which gets a decent return to the grower, and that they also have a responsibility to offer products to their customers who are concerned about these very issues. The businesses that supply them share in this responsibility. We as shoppers also have a responsibility to look at our own purchasing habits, and buying products with the FAIRTRADE Mark is one way to send a strong message to companies when we shop. The Fairtrade Foundation is very concerned about all these issues, but we also believe that in addition to voluntary schemes, there is an important role to be played by government regulators in ensuring better corporate social responsibility and minimum standards within supply chains.
There are a range of interesting campaigns that are looking at the power of supermarkets and wider corporate social responsibility issues. The Fairtrade Foundation and its member organisations support many of these. They include:
www.bananalink.org.uk 
www.corporatewatch.org.uk  

www.foe.org.uk/campaigns/corporates/issues/corporate_power/index.html
www.womens-institute.org.uk/campaigns/supermarket-c.shtml
www.actionaid.org.uk/100033/stop_corporate_abuse.html
www.waronwant.org/?lid=11640
www.tjm.org.uk
Why not just buy the cheapest products and give the money we save to charity instead?

Producers of coffee, tea, bananas, cocoa, cotton and other commodities aren’t asking for charity – they are simply asking to be paid a fairer price for their hard work and the produce they sell. With Fairtrade, producer organisations can trade with more confidence, knowing they have the guarantee of Fairtrade minimum prices and social premiums. With Fairtrade social premiums, they can set up their own projects to tackle social and environmental issues affecting their communities. As Raymond Kimaro, general manager of the Kilimanjaro Native Co-operative Union in Tanzania, said at G8 events in Edinburgh last year: “Just pay us a fair price for our coffee, and we will make poverty history for ourselves.” Quite simply, that is what the FAIRTRADE Mark is all about.
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