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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on Fair Trade and Development
(2005/2245(INI))

The European Parliament

— having regard to its resolution of 2 July 1998 @ir Frade’,

— having regard to its resolution of 10 April 2003tbe crisis in the international coffee
market?,

— having regard to the Communication from the Comioirsto the Council and the
European Parliament of 12 February 2004, entithegtitultural Commodity Chains,
Dependence and Poverty - A proposal for an EU Addtan" (COM(2004)0089),

— having regard to the Communication from the Comioisto the Council of 29
November 1999 on Fair Trade (COM(1999)0619),

— having regard to the opinion of the European Ecan@nd Social Committee of 27
October 2005 on Ethical Trade and Consumer Assar8ohemes (REX/196),

— having regard to the Declaration and plan of actiorAfrican Commodities adopted by
the Conference of Ministers of Tradéthe African Union, held in Arusha, 21 - 23
November 2005,

— having regard to Sdo Paulo Consensus, Eleventio8exshe United Nations
Conference on Trade and Development, held in SatwPHE3-18 June 2004,

— having regard to Articles 177 to 181 of the EC Tyea

— having regard to the Partnership Agreement betwsemembers of the African,
Caribbean and Pacific (ACP) Group of States, ofotie part, and the Community and its
Member States, of the other part, signed in Cotarm@3 June 2000 (Cotonou
Agreement} and amended in Luxembourg on 25 June 2005, platigiArticle 23 (g)
thereof,

— having regard to the Compendium on co-operatiategres to the Cotonou Agreement,
issued by the Commission in 2001,

— having regard to the Handbook on environmentalipygsbcurement of the European
Commission, entitled "Buying Green", 2004,

— having regard to AFNOR project, entitled "Les aeapplicables a la démarche de
commerce équitable”, 9 December 2005,

1 0J C 226, 20.7.1998, p. 65.
20J C 64E, 12.3.2004, p. 607.
¥ 0J L 317, 15.12.2000, p. 3.
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having regard to Rule 45 of its Rules of Procedure,

having regard to the report of the Committee ondlggyment and the opinion of the
Committee on International Trade (A6-0207/2006),

whereas Fair Trade has proved to be an effeetaae of promoting sustainable
development,

whereas Fair Trade and other independently mgdttrading initiatives contributing to
raising social and environmental standards hawemmon their ambition to market, sell
and promote trade in products which comply withaiarsocial, environmental and
development criteria,

whereas Fair Trade and other independently toi@u trading initiatives contributing to
raising social and environmental standards are itapbinstruments to reach the
Millennium Development Goals (MDGSs), particularheteradication of poverty and the
global partnership for development,

whereas prices for many of the main agricultesglorts of developing countries, such as
sugar, cotton, cocoa and coffee, fell by 30 to é@ent between 1970 and 2000, forcing
small farmers to sell their goods below the cogtrotiuction and reducing the revenue of
many of the poorest countries in the world, and Feade can provide solutions,

whereas Articles XXXVI-XXXVIII of the General Agement on Tariffs and Trade
(GATT) commit members of the World Trade Organiaatio take joint action, where
appropriate, to achieve the stabilisation of comityqatices; and whereas the African
Union insists that the commodity issue be parhefdngoing WTO negotiations,

whereas Article 23 (g) of the Cotonou Agreenstipulates support for the promotion of
Fair Trade and the Compendium on co-operationegies to the Cotonou agreement
specifies that “Co-operation shall provide suppotyoth producer groups in developing
countries and NGOs within the EU through budgetivegs and EDF resources; this
support shall be used to finance the launchingeef product lines, consumer awareness
campaigns, educational activity and capacity bnddi

whereas Fair Trade pursues two inseparabletolgscto provide opportunities for
development for small-scale producers and workedeveloping countries and to
influence the international trading system andaawcompanies towards becoming more
just and conducive to sustainable development; @dsethe international Fair Trade
movement pursues the latter objective by settingxample and by exerting pressure on
governments, international organisations and bgses

whereas a number of other independently magttdrading initiatives contributing to
raising social and environmental standards purbjectives in support of sustainable
development for producers and workers in developountries and to enable private
companies to become actively involved and effettigapportive of sustainable
development,
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l.  whereas Fair Trade Organisations play an imporiale in raising awareness on North-
South relations, particularly through public cangpei and the strengthening of citizen-
to-citizen cooperation, as well as through the ephof Fair Trade towns and
universities,

J. whereas Fair Trade sales have been growingrimpElby on average 20% per year since
2000, with more than one million producers andrtfanilies benefiting from them and
proving that European consumers are increasinggyasted in responsible purchasing;
whereas growth differs between the EU Member States the overall market share of
Fair Trade is still small but is developing rapidiyhile international trends are similarly
encouraging,

K. whereas an increasing number of European retsai@ke significant efforts to support
Fair Trade and other independently monitored tidhitiatives contributing to raising
social and environmental standards by conveyingalges and offering their products in
their outlets,

L. whereas millions of producers want to join tlerHrade system and other
independently monitored trading initiatives contiting to raising social and
environmental standards and whereas there is agutgatial for further growth,
international trade and agriculture policies cadiffeculties, particularly for small and
medium-sized enterprises in developing countrieduding Fair Trade producers,

M. whereas awareness needs to be raised amonggieamr consumers about the positive
impact of Fair Trade on the socio-economic situatibproducers and their local
communities,

N. whereas producers and consumers benefit fromgéesdentifiable Fair Trade
certification mark, as is already in place,

O. whereas, in the context of Fair Trade, particateention should be paid to the role of
women, who are the main economic agents in susiignkvelopment,

P. whereas Fair Trade has proven to be an effetttoléo support indigenous people by
giving them the opportunity to sell their goodsedity to European markets while
pursuing traditional ways of life and production,

Q. whereas Fair Trade products are marketed unaedifferent routes: the integrated
route where products (mainly crafts) are importedRair Trade Organisations and
distributed mainly in specialised Fair Trade shierldshops), and the labelling route
where goods are labelled by specialised Fair Tcadification agencies to certify that
their production chains respect Fair Trade prirespl

R. whereas internationally harmonised voluntarpdsads for labelled and non-labelled Fair
Trade products and organisations have been devkmmer the last five decades by the
international Fair Trade movement, organised innkernational Fair Trade associations
FLO, IFAT, NEWS and EFTA,

S. whereas, in view of the success of Fair Tradktla@ lack of legal protection, there is a
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risk that the concept may be abused by compans®tier the Fair Trade market
without complying with the relevant criteria; thmgy reduce the benefits for poor and
marginalized producers in developing countriesjaly also reduce transparency for
consumers and may breach their right to approppiatduct information,

T. whereas some Member States have started leggsfabcesses to regulate the use of the
term Fair Trade and the criteria for Fair Trade &igations,

U. whereas no clear policy as regards Fair Tradeo#imer independently monitored trading
initiatives contributing to raising social and emmvimental standards, prevails in the
Commission and there is no structured co-ordinatemveen different Directorates
General (DGSs),

V. whereas current assistance and support forTfade, Fair Trade Organisations and other
independently monitored trading initiatives contiting to raising social and
environmental standards in Europe is limited aadrrented,

W. whereas Fair Trade products are increasinglygoeifered in the institutions of the
European Community,

X. whereas there are WTO-compatible means by wiosiernments can support Fair
Trade, provided that they are non-discriminatoryMeen WTO Member States.

1. Urges the Commission to issue a recommendatidrao Trade, recognising that a non-
binding legislative act is the appropriate formhas point in time and would not carry the
risk of over-regulation; and to consider issuingeommendation on other
independently monitored trading initiatives contiting to raising social and
environmental standards;

2. Believes that Fair Trade, in order to eliminte risk of abuse, needs to fulfil a number
of criteria which are defined by the Fair Trade miment in Europe as being:

a) a fair producer price, guaranteeing a fair wageering the costs of
sustainable production and living. This price netedse at least as high as the
Fair Trade minimum price and premium where theyehasen defined by the
international Fair Trade associations,

b) part payments to be made in advance if so stgddy the producer,

C) long-term, stable relations with producers aratipcers' involvement in Fair
Trade standard-setting,

d) transparency and traceability throughout thgoguphain to guarantee
appropriate consumer information,

e) conditions of production respecting the eigté¢dnational Labour
Organization (ILO) Core Conventions,

f) respect for the environment, protection of humights and in particular

women's and children's rights and respect for ticadil production methods
which promote economic and social development,

s)] capacity building and empowerment for producgasticularly small-scale and
marginalised producers and workers in developingtiees, their
organisations as well as the respective communitiesrder to ensure the

PE 371.982v02-00 6/20 RR\371982EN.doc

EN



sustainability of Fair Trade,

h) support for production and market access femptitoducer organisations,

)] awareness-raising activities about Fair Tradmlpction and trading
relationships, the mission and aims of Fair Trautka&bout the prevailing
injustice of international trade rules,

)] monitoring and verification of compliance withese criteria, in which
southern organisations must play a greater rodelihg to reduced costs and
increased local participation in the certificatjgnocess,

K) regular impact assessments of the Fair Tratiataes;

3. Stresses that the most significant part ofticesiase in Fair Trade sales has been
achieved with respect to labelled products andRhaat Trade labelling initiatives have
been developed in most European countries;

4. Notes that Europe is the biggest market for Feade products, with an estimated 60% to
70 % of global sales and has the potential fohfrgrowth;

5. Recalls that the establishment of a free andhiaitilateral trading system constitutes the
best tool to achieve an effective management diaisation for the benefit of all;
moreover, the Fair Trade system proves to be aoritaupt tool for poverty reduction and
sustainable development and believes that, incthg term, it could facilitate an
equitable participation of developing countrieshia multilateral trading system,
guarantee them stable and sustainable accessEutbpean market and raise consumer
awareness;

6. Recalls that, while international trade agreeséil to deliver for the poor countries, the
Fair Trade system has proved to be effective ireggweduction and sustainable
development; believes that, in the long term, iildallow developing countries to fully
participate in the multilateral trading system;

7. Calls on the Commission and the Council to prienfi@ir Trade, and other independently
monitored trading initiatives contributing to raigisocial and environmental standards as
effective tools to reach the MDGs and to recogtiiseimportant role of Fair Trade
Organisations and other independently monitoredirigpinitiatives contributing to
raising social and environmental standards in stpgpsmall and marginalized
producers in developing countries and in increaiegawareness of European
consumers with regard to sustainable and ethicehNgouth trading relations in general
and for Fair Trade in particular;

8. Recalls that European trade policies must improarket access for small producers in
the South;

9. Calls on the Commission to undertake a studgxtomine how Fair Trade could develop
into a model for sustainable trade policy which lddoe capable of stimulating balanced
North-South trade, and identify the obstaclesdaddrwhich impact most seriously on the
world's poor;

10. Calls on the Commission to recognise that taegealso other credible schemes that,

alongside the Fair Trade movement and under theellalof the International Social
and Environmental Accreditation and Labelling Atice (ISEAL), collaborate to define
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11.

12.

13.

14.

15.

16.

17.

18.

19.

social and environmental standard-setting in thpiadky certification;

Calls on the Commission and Member Stateskibdppropriate measures to ensure that
consumers have access to all information they meedder to make informed choices;
and believes that consumers must have the rigitdess quickly product information,
which must be easily comprehensible and presentadransparent way;

Calls on the Commission to liaise with theing&ional Fair Trade movement in
supporting clear and widely-applicable criteriaiagiwhich consumer assurance
schemes can be assessed, underpinning consumiglecmefin such schemes and
consolidating the Fair Trade product sectors;

Calls on the Commission to launch specificlsclr proposals” with objectives targeted
at Fair Trade in order to raise consumer awaresegport assurance schemes and
labelling, as well as systematic data collectiod assessment of effects across the EU;

Calls on the Commission to improve coordinabtbits activities in the field of Fair
Trade and other independently monitored tradinigaiives contributing to raising social
and environmental standards by different DGs resiptenfor Development, Trade,
Employment and Social Affairs, Consumer Protectlaternal Market and Agriculture
and to make Fair Trade and other independently toied trading initiatives contributing
to raising social and environmental standards nalggarts of its policies in these areas;

Asks the Commission and the Council to studi/tarconsider implementing a low VAT
rate for fair trade products and to eliminate imtpluties on Fair Trade products from
developing countries; stresses that products ooiwédniow VAT rate would be levied
should be closely monitored in order to avoid abuse

Urges Member States that are currently devietppair Trade legislation or legislation
that may affect Fair Trade Organisations and atisgpendently monitored trading
initiatives contributing to raising social and emmvimental standards to base the related
criteria on the knowledge and experience of theviait stakeholders, including the
international Fair Trade movement, and as a ftegi 80 thoroughly assess the risk of
over-regulation as well as the possible impacushgegulation on small and
marginalised producers;

Urges the Commission to implement Article 2Bdigthe Cotonou Agreement and the
provisions as laid down in the Compendium on coraip@n strategies to the Agreement,
in particular articles 61 to 64;

Calls on the Commission to establish a congaitt within its structure that shall ensure
regular coordination on Fair Trade issues betwesedifferent services;

Calls on the Commission to provide "Aid forFaiade":

(a) in developing countries, including measuregdeelop new Fair Trade products,
provide technical assistance and capacity buil@foiginstance to meet the European SPS
standards, rules of origin, as well as the growinmber of corporate standards),
encourage moves into manufacturing (value-addswgport capacity building and
empowerment programmes, support pre-financing & Hade producers, assist in the
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distribution of Fair Trade products on local masketith a special emphasis on projects
implemented by women;

(b) within the EU, including measures to suppoit Faade awareness raising
programmes, public campaigns and advocacy actyitesearch on impact, best practice,
supply chain analyses, traceability and accountglaissessments, Fair Trade marketing
support and practical support for Worldshops;

(c) within the EU and in developing countries, torpote the work and the role of Fair
Trade Organisations.

20. Invites the Commission, after having consultedrelevant stakeholders, to present a
proposal to the Parliament for appropriate actimh fanding in the area of Fair Trade and
other independently monitored trading initiatiwesitributing to raising social and
environmental standards;

21. Asks the Commission to look into means of esclmgnawareness-raising in relation to
Fair Trade and other independently monitored tigdhitiatives contributing to raising
social and environmental standards;

22. Calls on public authorities in Europe to intgrFair Trade criteria into their public
tenders and purchasing policies and asks the Casioniso promote this by, e.g.,
producing guidelines for Fair Trade procurement;

23. Recalls that public-law regional authoritiegparticular make major investments in the
product market; consequently calls on these bodidbgir calls for tender, to give
special consideration to Fair Trade products;

24. Welcomes the increased efforts of, in particutee European Parliament to offer Fair
Trade products and stresses that all Europearutistis should use Fair Trade products
in their internal services;

25. Emphasises that Fair Trade and other indepdgdeanitored trading initiatives
contributing to raising social and environmentahsltards, can be successful tools for
making enterprises socially aware and responsible;

26. Stresses the importance of making Europeanypoh Corporate Social Responsibility
more inclusive through the continuation and inticesion of multi-stakeholder fora,
including Fair Trade Organisations;

27. Urges the Commission to support mechanismgrtmiucers to be involved and
participate in price determination where feasibkeforeseen in the compendium on co-
operation strategies of the Cotonou Agreement,goapd 63;

28. Urges the Commission to support the Africanddrib include as a matter of priority the
issue of commaodity prices in the ongoing globali¢raegotiations in accordance with its
WTO commitments, in particular GATT Articles XXXVIXXXVIII;

29. Calls on the Commission to take action, in edaoce with GATT Article XXXVIII,
paragraph 2(a), to devise measures designed ttis#and improve market conditions
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for primary products of particular interest to lekeveloped countries "including
measures designed to attain stable, equitableeandnerative prices for exports of such
products”;

30. Welcomes the introduction of special social andironmental clauses under GSP +, but
sees the need for a reinforcement of the monitaneghanism;

31. Urges the Commission to develop a coherenty@ir the promotion and protection of
small and marginalised producers, including Faadg; incorporating their views as well
as the views of the producers of other independemtinitored trading initiatives
contributing to raising social and environmentahstards, in bilateral, regional and
multilateral trade negotiations, such as the Ecaadtartnership Agreements (EPAS);

32. Calls on the Commission to take the Fair Tiau# other social and environmental
trading approaches into account when formulatieggbl trade policy;

33. Instructs its President to forward this resoluto the Council and Commission as well
as to the ILO, the United Nations Environment Pangme, UNCTAD and the WTO.
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EXPLANATORY STATEMENT

1. Why is a European policy framework for Fair Trade needed?

1.1 Because Fair Trade contributes to fulfil the E6 commitment for sustainable
development and poverty reduction

Fair Trade contributes to the European Union’s caments as laid down in Article 177 of
the EC Treaty, which states that the EU’s develagmelicy will foster “the sustainable
economic and social development of developing a@sjtand more particularly the most
disadvantaged among them, - the smooth and grategtation of the developing countries
into the world economy, - the campaign against ggue the developing countries.” Fair
Trade has been repeatedly recognized by Europsétutions as a key tool for sustainable
development and poverty reductton

A European policy framework and support for Faiade are excellent tools to fulfil these
commitments and to reach the Millennium Developntaodls.

1.2 Because the European Union has entered into gommitments

By signing the Cotonou Agreement in 2000, the EeaopUnion committed to support Fair
Trade. However, current support to Fair Trade asid Frade Organisations is limited and
fragmented. The European Union's legal commitmarggound in Art. 23 g) and the
Compendium of the Cotonou Agreement.

1.3 Because Fair Trade has a huge potential to grow

Recent research shows that Fair Trade sales irpEurave been growing at an average 20%
per year since 2000. European consumers are imoggamterested in purchasing products
that were produced and traded under fair conditibiasvever, this demand varies widely
among EU Member States.

Overall sales of Fair Trade in Europe have arrae@60 million euros in 2005. Typical Fair
Trade products reach now considerable market sirasgsne countries: 20% of ground
coffee in the United Kingdom and about 2% of affee sales in Austria, Denmark, Ireland,
Belgium and Germany carry the Fair trade labelr Feade bananas reach market shares of
up to 5.5% in Austria, Belgium, Finland and the tgdiKingdom. However, in some EU
Member States like Greece, Hungary, the BalticeéStand Slovenia, Fair Trade is hardly
known.

With a coherent EU-wide policy framework and suéfic support to Fair Trade and Fair
Trade Organisations, consumer awareness and deforafdir Trade could be boosted,
particularly in those countries where it is not yell established.

! see: - the European Parliament Resolution onTraide, OJ C 226/73, 20.07.1998;
- the Communication from the Commission to the Countiifeair Trade’, COM(1999) 619 final, 29.11.1999
- the Communication from the Commission to the Coutiod,European Parliament and the European
Economic and Social Committee dAdlicy Coherence for Development — Accelerating preg towards
attaining the Millennium Development Gdal€ OM(2005) 134 final, 12.04.2005
- Speech Pascal Lamy, EU Trade Commissioner 23 Mz00#4
- SpeecH The Fair Trade Agenda” Peter Mandelson, 22 Juné 200
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1.4 Because national Fair Trade legislation couldihder the free movement of Fair
Trade goods within the European Union

In some European Member States, related legislaioarrently being developed. A
European framework, sketched out in a recommendatmuld be helpful to avoid that
legislation differs between Member States und thinders the free movement of goods
within the European Union.

15 Because European consumers need to be protectaghinst misleading Fair Trade
claims

The Fair Trade system is based on voluntary stalsdar labelled and non-labelled products
and organisations. These standards have been gdedadoer the last five decades by the
international Fair Trade movement. They are coristéieing reviewed and assessed in
cooperation with the producers who are at the hddlte Fair Trade system. Fair Trade
Organisations are responsible for fulfilling thesgandards and the related criteria. The
compliance with the standards is regularly mondaed assessed. Fair Trade Organisations
actively work with other companies such as retailerd other commercial partners.

In view of the success of Fair Trade and the lddkegal protection, there is a risk that the
concept may be abused by companies that enterahestrwithout complying with the

related criteria. Consumer rights and appropriadvelyct information are at the heart of Fair
Trade and low-criteria labels might mislead constgnaad reduce their support to the system.
A European policy framework for Fair Trade couldiphte clarify the use of the term “Fair
Trade” and to serve as a reference for nationatipslon Fair Trade and Fair Trade
Organisations.
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ANNEX 1

The existing routes of commercialisation of Fair Tade products

Fair Trade products are commercialised under tWferént routes. The traditional or
integrated route is the route where products (mpardfts) are produced, imported and/or
distributed by a Fair Trade Organisation. Anotharketing route is through Fair Trade
labelling initiatives and certification. In thiss® goods are labelled by specialised Fair Trade
certification agencies to testify that their protioic chains respect Fair Trade standards. The
importers and traders can be traditional commecotiaipanies, and the distribution channels
can be regular retail outlets.

The integrated route

Fair Trade products are made available to consutheyagh Fair Trade Organisations which
identify and source products directly from smatigucers and co-operatives, and import and
market them in specialised outlets such as Worlalsho

All aspects of their commercial operations are daseaFair Tradeethos, and as much of

the final price as possible is passed back to thdyzers. In many cases profits generated are
devoted to development causes. The majority ofymtsdmarketed through Worldshops are
not labelled as such; the purchase is done onasis bf confidence. The “brand names” or
Fair Trade Mark of these organisations are in tledves a signal to consumers that the
products and business practices are in accordamicéair Tradeprinciples.

Most of the Fair Trade Organisations and producgamisations are members of the
International Fair Trade AssociatidikAT . The use of &air Trade Organisation (FTO)
Mark is granted to a Fair Trade Organisation whichswasessfully met the requirements of
the IFAT Standards and Monitoring system.

The Fair Trade labelling route

Under this route, national labelling initiatives nitor the compliance with Fair Trade
standards by producers or traders against a seeohationally harmonized standards. These
organisations are all membersrfO (Fairtrade Labelling Organisations Internationtig

Fair Trade standard-setting and certification orgation. The International Fairtrade
Standards are developed and regularly reviewedramitored independently.

The Fair Trade movement is organized in four irdéaomal associations:

The International Fair Trade AssociatidRAT ) is the global network of Fair Trade
Organizations, with 270 members in 61 countrie® iMembers are producers, exporters,
importers and retailers who all believe that tradeuld improve the lives of marginalized
people without harming the planet.

FLO, Fairtrade Labelling Organizations Internatiomathe world-wide Fairtrade standard
setting and certification body. FLO comprises twgamizations, the multi-stakeholder FLO
e.V. which develops and reviews standards, and €efification Ltd which ensures that
those standards are met. FLO also provides theellalassociation for twenty national
Labelling initiatives across 15 European countrdagan, the USA, Canada, Mexico,
Australia and New Zealand.
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EFTA, the European Fair Trade Association, belonghkddriternational association along
with its eleven members in nine European countaksnajor Fair trade importers. The aim of
EFTA is to support its member organizations inrtiagrk and to encourage them to cooperate
and coordinate.

The Network of European World Shops is also a mermbine international association.
NEWS! is the umbrella network of 15 national Worldslagsociations in 13 countries in
Europe. Between them they have a membership of REfdshops, run by more than
100,000 volunteers and more than hundred stafingeirly traded products and
campaigning for a fairer world trade system.

In December 2001, these four networks have devdlageint definition of Fair Trade:

Fair Trade definition

Fair Trade is a trading partnership, based on gisptransparency and respect, that seeks
greater equity in international trade. It contrdmito sustainable development by offering
better trading conditions to, and securing thetsgh, marginalized producers and workers —
especially in the South. Fair Trade organizatidrasked by consumers) are engaged actively
in supporting producers, awareness raising andnmpaigning for changes in the rules and
practice of international trade.

ANNEX 2
The impact of Fair Trade

The impact of Fair Trade has been studied in méffgreint ways, e.g. by measuring the
economic and financial benefits to the produceysadsessing the impact on women, by
studying the indirect impact and spill-over effeatsthe communities, etc. Fair Trade
Organisations monitor the impact of their actiatregularly: IFAT requires all its member
organisations to report their achievements in i@taio Fair Trade standards every two years,
and sets targets for further improvements. FLOeswut annual inspections of producers on
its registers and audits trade flows. Additionathgre is a series of independent impact
studies, carried out by research centres, governbuelies and universities.

The financial and economic benefits of Fair Trade lbe measured relatively easily: In 2003,
the extra benefits for coffee farmers, for instaaking the World market price as defined
for Arabica by the NY and for Robusta by the Londtock exchange, compared with the
Fair trade minimum price and premium, amountedvier @3 million euros.

However, research has shown that the impact is em@a significant in non-economic areas,
such as the empowerment of producers through dggadlding and technical assistance,
income security, direct trade and credit provisieie, Many studies found also an improved
level of education, the preservation of indigenoul$ures and other social benefits.

Apart from these direct impacts there is a wideyeaof spill-over effects and indirect impacts
to non-Fair Trade producers. The presence of Radintermediaries can bring changes in
weighing practices and price information whichmbitely benefits all producers in the area.

The organisation of producers helps to break molmgon prices and transportation.
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Institutions that carried out Fair Trade impactassnents are DFID (Department for
International Development, UK), the Colorado Stakéversity, the Sussex University, the
World Bank, the International Institute for Enviraent and Development, etc.. Information
on the impact of Fair Trade can be found in Nichalhd Opal: Fair Trade. Market-driven
Ethical Consumption, SAGE publications, 2005 enw.fairtrade.neand on www.
fairtraderesource.org

ANNEX 3

FIFTY YEARS OF FAIR TRADE
A brief history of the FAIR TRADE movement

The Fair Trade movement today is a global moven@wer a million small-scale producers
and workers are organized in as many as 3,000rgssorganisations and their umbrella
structures in over 50 countries in the South. Thmducts are sold in thousands of
specialised shops, so-called Worldshops, supernsaakel many other sales points in the
North and, increasingly, in sales outlets in depilg countries. The sale of products always
went alongside with information on the productipmpducers and their conditions of living.
Thus, the Fair Trade movement has played a piamgeoie in raising the awareness of
European consumers about the social, economicranbemental conditions of production
in developing countries.

Where did it all begin?

The earliest traces of Fair Trade in Europe daten fihe late 1950s when Oxfam UK started
to sell crafts made by Chinese refugees in Oxfaopshin 1967, the first importing
organisation was established in the Netherlandiswed by the opening of the first “Third
World Shop” in 1969. Worldshops (or Fair Trade shap they are called in other parts in the
world) have played a crucial role in the Fair Tragevement. They constitute not only points
of sales but are also very active in campaignirdyamareness rising.

During the 1960s and 1970s, Non-Governmental Osgéions (NGOs) and socially
motivated individuals in many countries in Asiayis, and Latin America perceived the
need for fair marketing organisations, which wopitdvide advice, assistance and support to
disadvantaged producers. Many such Southern FatteTOrganisations were established and
links were made with the new Fair Trade Organisetio the North. These relationships were
based on partnership, dialogue, transparency apeéce The goal was greater equity in
international trade.

Parallel to this citizen movement, the developingriries were addressing international
political forums such as the second UNCTAD confeesfUnited Nations Conference on
Trade and Development) in Delhi in 1968, to comrate the message “Trade not Aid”.
This approach put the emphasis on the establishofegfuitable trade relations with
developing countries, instead of returning a sipait of the wealth acquired in the North in
the form of development aid.

Crafts and food

At the beginning, Fair Trade Organisations tradedthy with handicrafts producers, mainly
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because of their contacts with missionaries. Ofteaiffs provide “supplementary income” to
families. Most of the Northern Fair Trade Orgarimas focused on buying these crafts and
sold them through Worldshops. In 1973, the firsirty traded” coffee was imported to
Europe from cooperatives of small farmers in GualamAfter coffee, the food range was
expanded and it now includes products like teapapsugar, tea, wine, fruit juices, nuts,
spices, rice, etc. Food products enabled Fair T€axganisations to open new market
channels, such as institutional market, supermsyriagid organic shops.

Going mainstream through Fair Trade labelling

In the 1980s, a new way of reaching the broad pwidis developed. Products bought, traded
and sold respecting Fair Trade conditions wouldityuor a label that would make them
stand out among ordinary products on store sheareswould allow any company to get
involved in Fair Trade. In 1988, the “Max Havelatbel was established in The
Netherlands. The concept caught on: within a yaaffee with the label had a market share of
almost three percent.

In the ensuing years, similar non-profit Fair Trdaleelling organisations were set up in other
European countries and in North America. In 198&,worldwide association, Fairtrade
Labelling Organizations International, was creatddD is now responsible for setting
international Fair trade standards, for certifyprgduction and auditing trade according to
these standards and for the labelling of produatslitional to food and food products, FLO
has developed standards for flowers, seed cottdrsjports balls.

Fair Trade labelling indeed has helped Fair Tradgotinto mainstream business. Currently,
over two-thirds of Fair Trade products are soldiainstream catering and retailing.

Parallel to the development of the labelling fangurcts, IFAT, the international Fair Trade

association with 270 members in 61 countries thnougthe world has developed standards
and a monitoring system for Fair Trade Organisation
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OPINION OF THE COMMITTEE ON INTERNATIONAL TRADE

for the Committee on Development

on Fair Trade and development
(2005/2245(IN1))

Draftsman: Jorg Leichtfried

SUGGESTIONS

The Committee on International Trade calls on tben@ittee on Development, as the
committee responsible, to incorporate the follonsnggestions in its motion for a resolution:

1. Calls on the Commission to take action, in adaoce with GATT Article XXXVIII,
paragraph 2, letter (a), to devise measures designstabilise and improve market
conditions for primary products of particular irdst to less-developed countries
"including measures designed to attain stable tabje and remunerative prices for
exports of such products”;

2. Recalls that one of the conditions for fair &aslfree entrepreneurship and open
markets, and notes that a free and fair multilhteading system is beneficial and
indeed necessary for the development of poor casntr

3.  Recalls that European trade policies must improarket access for small producers in
the South;

4.  Asks the Commission and the Council to studytarmbnsider implementing a low
VAT rate for Fair Trade products and to eliminatgort duties on Fair Trade products
from developing countries; stresses that productluich a low VAT rate would be
levied should be closely monitored in order to awvalbuse;

5. Notes that Europe is the biggest market for Feade products with an estimated 60%
to 70 % of global sales and has the potentialdaher growth;

6.  Stresses that the most significant part of ticesiase in Fair Trade sales has been
achieved with respect to labelled products andRaat Trade labelling initiatives have
been developed in most of the European countries;

7.  Calls on the Commission to support tratkchanisms that allow producers, where
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10.

11.

12.

13.

14

15.

16.

17.

feasible, to be involved and participate in prie¢edmination;

Recalls that the establishment of a free andhiaitilateral trading system constitutes
the best tool to achieve an effective managemeglotiialisation for the benefit of all;
moreover, the Fair Trade system proves to be aoritaupt tool for poverty reduction
and sustainable development and believes thdigifohg term, it could facilitate an
equitable participation of developing countrieshia multilateral trading system,
guarantee them stable and sustainable accessEutbpean market and raise
consumer awareness;

Regrets that some producers of Fair Trade @ttgfoods do not enjoy rights of
association; considers that core labour standaedm#insic to the notion of Fair Trade
and should be considered as part of the certifingtrocess with regard to workers in
both the EU and developing countries;

Calls on the Commission to undertake a stusixtonine how Fair Trade could develop
into a model for sustainable trade policy which \ddoe capable of stimulating
balanced North-South trade, and identify the olssaio trade which impact most
seriously on the world's poor;

Recognises the benefits to producers and carsunh a single identifiable Fairtrade
certification mark, as already in place;

Calls on the Commission to liaise with the riné&ional Fair Trade movemeint
supporting clear and widely-applicable criteriaiagbwhich consumer assurance
schemes can be assessed, underpinning consumelecmefin such schemes and
consolidating the Fair Trade product sectors;

Calls on the Commission to establish a "codspofluct” that lays down clear
guidelines as to what requirements are necessagygooduct to be labelled "Fair
Trade";

Calls on the Commission to coordinate Fair Tratlted activities between the relevant
services within the Commission;

Calls on the Commission to launch specificlsclr proposals” with objectives
targeted to Fair Trade in order to ratggsumer awareness, suppEssurance schemes
and labelling, as well as systematic data collectiod assessment of effects across the
EU;

Calls on the Commission to promote educatiprnarammes to raise awareness of the
merits of Fair Trade across the EU;

Recalls that public-law regional authoritieparticular make major investments in the
product market; consequently calls on these bodidbgir calls for tender, to give
special consideration to Fair Trade products.
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