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Dear Friends and Colleagues:

Since 2002, the Fair Trade Federation (FTF) has released biennial reports examining the state
of the market for Fair Trade. In 2009, we are pleased to present the newest Report on Trends
in the North American Fair Trade Market. This report complements the /nterim Report on Fair
Trade Market Trends, released in Summer 2008.

As the trade association of businesses and organizations in North America who are fully
committed to Fair Trade, FTF strengthens the capacity of its members, encourages the
exchange of best practices, and raises awareness about the importance of supporting
businesses who are fully committed to Fair Trade Principles.

Over time, the Federation has watched the market for Fair Trade grow and change. Earlier
reports attempted to gauge the global market for and interest among North American
organizations in fully or partially committing to Fair Trade. This report focuses on the work of
fully committed North American Fair Trade Organizations (FTOs): the members of the Fair
Trade Federation and the World Fair Trade Organization (IFAT) based in Canada and the
United States.

As more actors enter the Fair Trade space, understanding the work of those with Fair Trade at
the heart of what they do will help to demonstrate the viability of the model and the positive
changes that can be created in farmer and artisan communities.

With each new report, new insights are gained about interest in Fair Trade from consumers
and entrepreneurs . For more than sixty years, FTOs have worked to create opportunities for
economically and socially marginalized producers through partnership, dialogue, and respectful
treatment. In future reports, we hope to explore more ways in which the Fair Trade market is
gaining traction vis-a-vis the conventional market in both the handmade and commodities
sectors.

The FTF hopes that the 2008 Trends Report serves as an important educational and
informational tool for the Fair Trade movement and for others interested in using trade as a
force for positive change. The authors of this report are Michael Long from the Center for Fair
and Alternative Trade Studies at Colorado State University and myself.

We would like to express our deep gratitude to the Catholic Relief Services Fair Trade Fund
and FTF member Bead for Life for providing the support to make this report possible. In

addition, thanks to the members of the Federation and the World Fair Trade Organization for

their support and for the information used in this analysis.

Thank you,

(o K Tar
Carmen K. lezzi
Executive Director,

Fair Trade Federation



SUMMARY

Between July and November 2008, the Fair Trade Federation administered a survey to North
American Fair Trade Organizations (FTOs): the members of the Fair Trade Federation and
World Fair Trade Organization in Canada and the United States. From that pool of nearly 300
organizations, 118 (approximately 40%) responded, offering a significant sample with which
this report was created. Because of its size, reliable conclusions can be made about larger
changes in the work of FTOs, as well as changes in the Fair Trade movement in North America
in general.

The Fair Trade Federation (FTF), World Fair Trade Organization (IFAT), and Fairtrade Labelling
Organizations International (FLO) have each established expected principles for their work.
FLO and its national affiliates examine the supply chains of specific, primarily agricultural,
products from point of origin to point of sale, irrespective of the end seller. IFAT, FTF, and re-
lated associations evaluate the practices and commitment of organizations, regardless of the
product that they sell (including agricultural products, textiles, décor, gifts, and accessories).

Some overarching statistics describe Fair Trade Organizations:

e 78.4% of FTOs are for-profit businesses, up from 54% in 2003
e 81% are involved in wholesale / importing, up from 67% in 2003
e 13.8% have been in operation for more than 20 years

Some over-arching statistics describes the producer partners of North American FTOs:

e 76% of Fair Trade Production is done by women

e 69% of artisans and farmers involved in Fair Trade are ethnic minorities

e Central America and South Asia remain the predominant areas from which FTO source

Fair Trade Organizationsaveraged:

e Nine North American full-time employees in 2008, up from an average of 7.45 in 2007
e Partnerships with 7,049 people in producer communities in 2008

e Sales of $517,384 in 2007, up from $499,893 in 2006

As consumer awareness grows about Fair Trade, conflicting forces influence Fair Trade
Organizations. Recent studies indicate that 71.4% of US consumers have heard the term Fair
Trade and 88% consider themselves conscious consumers, but only 6% could name a Fair
Trade Organization unaided and less than 10% had purchased an item from an FTO.

Many organizations believe that their consumer base is firmly established and that demand will
meet the supply. FTOs remain concerned that market saturation and increased competition
from conventional retailers will adversely affect sales. The increased competition may force
FTOs to rethink strategies and reassess the impact that they have, so as to remain competitive
and true to their missions. With that in mind, future Trends Reports should consider the
influence of the rising number of partially committed organizations on the market and on
producer communities.

Sixty years on, the overall state of Fair Trade is promising, as sales in both handmade and
agricultural items are increasing. The next several years will be very important for FTOs as
they attempt to negotiate and hopefully thrive during the global recession.

Fair Trade Federation Trends Report 4



I. O VERVIEW OF FAIR TRADE ORGANIZATIONS

Fair Trade Federation (FTF): The Fair Trade Federation is the trade association that
strengthens and promotes North American organizations fully committed to fair trade.
The Federation is part of the global fair trade movement, building equitable and
sustainable trading partnerships and creating opportunities to alleviate poverty. FTF
members include retailers and importers/wholesalers in North America. FTF is a partner
network of IFAT.

IFAT: World Fair Trade Organization: | FATO6s mission is to enable
their livelihoods and communities through fair trade. The work of IFAT centers around
three areas: market development, monitoring, and advocacy. Primarily representing
producer associations, IFAT members also include marketing organizations, retailers,
and national and regional fair trade networks.

Fairtrade Labelling Organizations International (FLO): The Fairtrade Labelling
Organizations International creates standards for 16 Fair Trade Certified product
categories: bananas, cocoa, coffee, cotton, flowers, fresh fruit, honey, juices, nuts and
oilseeds, rice, spices and herbs, sports balls, sugar, tea, wine, and composite food
products. FLO utilizes 20 national initiatives and three producer networks to spread Fair
Trade Principles and distribute Fair Trade Certified products. Two national initiatives,
TransFair USA and TransFair Canada, license specific Fair Trade Certified products in
their countries.

An important distinction should be made when attempting to understand the fair trade market
as a whole and the approaches of the organizations outlined above. FLO and its national
affiliates examine the supply chains of specific, primarily agricultural, products from point of
origin to point of sale, irrespective of the end seller. IFAT, FTF, and related national and
regional associations evaluate the practices and commitment of organizations, regardless of
the product that they sell (including agricultural products, textiles, décor, gifts, and
accessories).

Il. PRINCIPLES OF FAIR TRADE

In 1998, FLO, IFAT, the Network of European Worldshops, and European Fair Trade
Association (FINE) agreed on a general definition for Fair Trade:

fFair Trade is a trading partnership, based on dialogue, transparency and respect that seeks
greater equity in international trade. It contributes to sustainable development by offering
better trading conditions to, and securing the rights of, disadvantaged producers and workers
I especially in the South.

Fair Trade Organizations, backed by consumers, are actively engaged in supporting producers
in awareness ralsing and in campaigning for changes in the rules and practices of conventional
international trade. 0

The Fair Trade Federation, World Fair Trade Organization,and Fairtrade Labelling
Organizations International have each established expected principles for their work.

Fair Trade Federation Trends Report 5
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Partners in Fair Trade

Welcome to the Global Crafts Partners in Fair Trade modular display program.

1 Display Stand @ $50

Level 1 Products - Cost Price $3.25 - Sale Price $7.95

6 units of Dancing Girl Pins (Kenya)
6 units of Bicycle Pins (Kenya)

6 units of Soda Can Earrings ( South Africa)
Total 18 units - Cost $58.50 Resale Value $143.10

Level 2 Products - Cost Price $3.95 - Sale Price $9.95

18 units of Dancing Girl or Boy Earrings from various
materials (Kenya)
12 units of Kenyan Bead Earrings (Kenya)

Total 30 units - Cost $118.50 Resale Value $298.50

Level 3 Products - Cost Price $4.95 - Sale Price
$12.95

12 units of Glass Earrings (Chile)
12 units of Enamel on Copper Earrings (Chile)

Total Resale Value of your Starter Kit = $809.10
and as a bonus you own the display rack!

A Fair Trade Starter Kit that delivers 57.5% Gross Profit

Refills deliver even more!

www.GlobalCraftsB2B.com




Fair Trade Federation members fully commit to nine principles

Creating Opportunities for Economically and Socially Marginalized Producers
Developing Transparent and Accountable Relationships

Building Capacity

Promoting Fair Trade

Paying Promptly and Fairly

Supporting Safe and Empowering Working Conditions

Ensuring the Rights of Children

Cultivating Environmental Stewardship

Respecting Cultural Identity

CoNoOA~®WNE

The World Fair Trade Organization has 10 standards for its members
1. Creating Opportunities for Economically Disadvantaged Producers

2. Offering Transparency and Accountability

3. Building Capacity

4. Promoting Fair Trade

5. Supporting the Payment of a Fair Price

6. Supporting Gender Equity

7. Fostering Safe and Healthy Working Conditions

8. Ensuring No Forced Child Labor

9. Promoting Responsible Environmental Production, and

10. Fostering Trade with Concern for the Social, Economic and Environmental wellbeing of
Marginalized Small Producers which does not Maximize Profit at their Expense.

The Fairtrade Labelling Organizations International set four standards for Trader
Organizations which stipulate that traders who buy directly from fair trade
producer organizations must:

1. Pay at least a price to producers that at least covers the costs of sustainable production

(the Fairtrade Minimum Price)

2. Pay a premium that producers can invest in development (the Fairtrade Premium)

3. Partially pay in advance, when producers ask for it

4. Sign contracts that allow for long -term planning and sustainable production practices
FLO has also established specific product standards for each commodity with which they deal.

I1l. METHODOLOGY

Between July and November 2008, the Fair Trade Federation administered a survey to all FTF
and IFAT members in North America. From that pool of almost 300 organizations, 118
(approximately 40%) responded, offering a significant sample. Although this is a non -random
sample of organizations, because of its size, reliable conclusions can be made about larger
changes in the work of FTOs, as well as changes in the Fair Trade movement in general. Data
was also collected from other documentation provided by Federation and IFAT members.

It should be noted that this report concentrates on the North American market for Fair Trade
as seen through the work of fully committed organizations. Extensive coverage of the North
American market of FLO Certified product sales and trends is available in the /nterim Report of
Fair Trade Trends However, an overview of the trends in certified commaodities outlined in the
previous report is below.

Fair Trade Federation Trends Report 7



IV. ORGANIZATIONAL CHARACTERISTICS
For how long have Fair Trade Organizations been in business? In what types of activities are

they engaged? How many North Americans are involved with these organizations?Tables 1-6
explore the characteristics of North American Fair Trade Organizations.

Table 1: Length of Organizational Operations

Years Percent
1-3 26.7%
4-6 20.8%

7-10 18.1%
11-15 17.2%
16-19 3.4%

20-25 7.8%

26+ 6.0%

Table 2: Business Type

For profit 72.4%
Non-profit 21.6%
For-profit with non -profit arm 6.0%

As Table 2 notes, 78.4% of FTOs are for-profit businesses, which hope to support both North
American entrepreneurs, as well as artisan and farmer communities. This statistic also
represents an increase in the number of for-profit organizations in the past five years, as only
54% of organizations in the 2003 Report on Fair Trade Trendswere for-profit organizations.
With more than a quarter of respondents forming less than three years ago, newer FTOs are
therefore more likely to be established as for-profit institutions, showing increased confidence
in the viability of the model.

The trends outlined above also offer a great deal of promise, as many organizations have been
able to stay in business for more than ten years, while new organizations are realizing that

they can commit to Fair Trade. These trends also place FTOs on pace with conventional small
businesses with an average life of 17.6 years (Nucifora).

Table 3. In What Types of Activities is your Organization Engaged?
(organizations were asked to choose all that apply)

Wholesaler / Importer 81.0%
Food and Beverage Distribution 7.8%
Producer/ Exporter (outside of North America) 17.2%
Retail i Bricks and Mortar 27.6%
Retail i Fairs and Related Selling 42.2%
Retail i Online 47.4%
Education, Health, or other Development Projects 23.3%
Consulting 6.0%
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