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Executive Summary
The Fairtrade Program (FTP) has had significant impact not only on the communities participating in the process, and on consumers’ purchasing decisions, but on the broader international trade and development debate.    It is now widely recognized that Fairtrade has achieved substantial penetration in developing country markets, which although still relatively small compared to conventional retail sales, has consistently demonstrated rapid annual growth in the sale of high-value products.  This has provided direct benefits and opportunities to producers and producer communities involved in the program and raised awareness among consumers on the importance of equitable trade and the impact of their purchasing decisions on those at the top of the supply chain.  Both public and private policy makers have increasingly seen the FTP as a real force in international trade and an effective mechanism for promoting sustainable development.  Furthermore, as a pioneer in the area of equitable trade, Fairtrade’s success has helped open the door for a number of programs promoting environmental, social and economic development through market-based approaches.

Fairtrade’s success has also brought new dynamics which the program has needed to address in order to continue its growth, provide benefits to participating producer groups and effectively influence international trade and development policies.  The scale of the program alone has augmented pressure on its resources in many areas, from the provision of services to producer groups to effective management of rapidly growing FT supply chains.  As well, the interest of mainstream industry players in participating in Fairtrade has also brought to question how the program should develop in those markets.  Even fundamental issues to the program, such as the minimum price and the focus on smallholder cooperatives and associations have come under pressure.

In order to respond to the scope and complexity of these issues and the broader ethical trade movement, collective, multi-stakeholder approaches are needed to promote cooperation between various actors and pool their expertise and capacity.

The Sustainable Commodity Initiative, a multi-stakeholder platform facilitated by the United Nations Conference on Trade and Development (UNCTAD) and the International Institute for Sustainable Development (IISD), has been working with the FTP through a multi-stakeholder approach to respond to some of these key issues. 

The first issue addressed was the need for more robust information on the impacts of implementing sustainability programs.  The growth of FTP has increased demands on demonstrating its impacts.  FLO and Transfair, USA participated in the development of the Committee on Sustainability Assessment (COSA), which is creating tools to measure the costs and benefits of implementing sustainability programs at the field level. The goal is to provide a business tool for producer’s involved in these programs to plan their activities; as well as, gathering credible data to inform the decision of public and private policy-makers.  As well this information will help identify the broad range of benefits being derived from the FTP and can potentially support a more comprehensive discussion on price-setting within the FTP.

The second area, was the access to affordable finance.  Although the FTP has led the way in providing affordable finance to FT groups, its growth has made this increasingly difficult and complex- often beyond the capacity of FT traders and importers to provide these services.  The SCI therefore has supported the formation of a trade association of financial service providing institutions, the Finance Alliance for Sustainable Trade (FAST).  FAST members, all working with FT producers, have joined forces to increase the efficiency in the provision of financial services to small and medium enterprises involved in sustainable trade and thereby reduce the associated transaction costs to access finance. In addition, FAST is collectively developing a financial literacy toolbox to raise producer groups’ financial management capacity.

The third area, is capacity building to develop sustainable enterprises.  The growth of the FTP and sustainable markets more generally, as well as pressures from the concentration of supply chains, has increased the demands on producer groups to meet new market requirements and function in an increasingly competitive environment.  To address this, the Sustainable Commodity Assistance Network (SCAN), has been formed to jointly provide support at the producer level through needs based assessment and focusing on the generic (pre-program) needs of producers to become strong sustainable enterprises and effectively enter sustainable markets.

The FTP has opened the door to creating an international trading system which is responsive to the realities and needs of smallholder producer groups and can promote international trade as a pro-development tool. By pro-actively continuing its engagement with other institutions promoting similar objectives, it can address the increasing demands on the program and allow it to have ever increasing positive impacts.
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