September 22, 2006

A STATEMENT FROM EQUAL EXCHANGE (USA)
A recent article in the London-based Financial Times was critical of certain aspects of the Fair Trade coffee system as practiced in Peru. From our years of working directly with some of small-farmer cooperatives involved in the article we at Equal Exchange have a very different interpretation of what is happening “on the ground” in the Peruvian countryside, and therefore offer this statement to those interested hearing in other perspectives. 
The Fair Trade system is a comprehensive approach to international trade designed to tackle some of the causes of entrenched poverty amongst small-scale farmers in developing countries. Those causes include: the farmers’ isolation from markets, their lack of bargaining power with intermediaries and conventional exporters, and their lack of economic options or affordable credit to invest in their farms and communities. Due to these obstacles our farmer partners are often a short step from joining the ranks of landless laborers. For example during the collapse of the world coffee market (2000-2004) thousands of small-scale coffee farmers around the world did in fact lose their land and were forced to leave their communities in search of work elsewhere. 
Fair Trade addresses these factors that together are a component of the complex picture of rural poverty in countries like Peru. At times like these it’s necessary to remember that a tool like Fair Trade cannot by itself end this kind of poverty. While Fair Trade has a powerful role to play national governments must also do their part. For example, in their domestic policies, their level of social investment in rural areas, and in the international trade agreements they sign these governments need to envision and execute long-term plans for creating a supportive environment for viable, just and sustainable forms of small-scale agriculture.
Unfortunately, the Financial Times article did not look at, or acknowledge, these central elements of Fair Trade, nor the evident and substantial benefits that Fair Trade has delivered to these communities. For those who wish to read more deeply on the positive impacts of Fair Trade we recommend the many academic studies—some based on a year or more of field research—that are available from Colorado State University, and from the Fair Trade Resource Network:

http://www.colostate.edu/Depts/Sociology/FairTradeResearchGroup/index.html 

http://www.fairtraderesource.org/bib-dissertations.html 

Regrettably, despite Fair Trade’s demonstrated ability to foster equitable economic development in rural communities there are too few companies importing their coffee on Fair Trade terms. Consequently the cooperatives, and their farmer members receive Fair Trade prices and financing for as little as 10 or 15% of their exports. For the typical individual farmer this means of the 1,000 pounds he or she might harvest, only 150 pounds is later sold to a Fair Trade importer like Equal Exchange. The lower prices paid for the other 850 pounds drive down the income for both the small farmer, and the temporary workers they employ for the harvest. Despite this, we know that individual farmers do try to pay the temporary workers as well as they are able. 

Based on our 15+ years of direct, Fair Trade relationships with Peruvian coffee farmer cooperatives, as well as a comparable number of visits with our Peruvian partners, we believe the article misrepresented the reality of small-scale coffee farmers and how the Fair Trade system actually functions.  In short, we feel that the author probably did not understand how Fair Trade works, or chose to present his information in such a way to create a false impression. More specifically, it is our belief that:

            ▫ Individual farmer members of our co-op trading partners in Peru typically pay above-average wages if and when they need to hire help during harvest season.

            ▫ Those wages generally exceed Peru’s federally mandated minimum for agricultural labor.

▫ In stark contrast to the situation on large coffee plantations, where the plantation owner’s income might be 10 to 100 times that of their laborers, the small-scale farmers’ income is barely greater than that of the men and women they sometimes hire.
Additionally, to help set the record straight, we encourage people to read the response issued by the National Coffee Board of Peru, which represents 24 of the 27 Fair Trade registered coffee cooperatives in that country.  (You may request the original version in Spanish, and an English translation that we’ve commissioned, simply by writing to Rodney@equalexchange.coop) You will see that it offers a more comprehensive, and we believe more accurate, assessment of the issues raised in the Financial Times article. 

We also encourage you to read the official response from the Fairtrade Foundation – the non-profit organization responsible for certifying Fair Trade products in Great Britain. Their response may be viewed at: http://www.fairtrade.org.uk/pr110906.htm   

In conclusion, we believe that Fair Trade continues to be a powerful tool for both social justice and economic empowerment, and that the core problems in the Peruvian coffee sector lie with the old ways of doing business, not the new. 

Sincerely, 
Rob Everts
Executive Director
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