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ABSTRACT

This thesis investigates the competitive position of both fair trade (FT) social
enterprises Divine Chocolate Ltd (Divine) and Cafédirect in their respective UK
markets, namely chocolate confectionery and hot beverages. Using Eisenhardt's
(1989, 1991, and 2007) approach to building theory from multiple case studies,
this four-year study identifies the resources that enable FT social enterprises to
compete. This research draws on recent developments in competition theory such
as resource advantage theory (general theory of competition). The thesis critically
analyses if the social and ethical elements of these firm’s product offerings really
constitute meaningful differentiators (i.e. comparative advantage) as required by
resource-advantage theory (Hunt and Morgan 1995, Hunt 2001). Hunt and
Derozier (2004) argue that resource advantage theory (R-A theory) can ground

theories of business and marketing strategy and therefore identifying the

competitive resources of FT social enterprises will have important strategic
implications.

The research findings show that both Divine and Cafédirect have established a
mainstream competitive position in specific product segments and distribution
channels, thus illustrating intra-industry demand to be heterogeneous. In addition,

both companies have been a catalyst for change by influencing the strategies and

policies of both branded manufactures and retailers such as Cooperative Food
(CF).

The key theoretical contribution validates ‘social resources’ and its three inter-
related components: ethical and social commitments, connections with partners
and consistency of behaviour as a resource to extend R-A theory. These ‘social
resources’ in combination with both relational resources and threshold capabilities

(e.g. product quality) result in a competitive position for both case organisations.
The ethical and social commitments of ‘social resources’ also appears to provide
an ethical underpinning to Relationship Marketing theory.

The identification of ‘social resources’ has important wider implications for both
social enterprises and those corporations, who are aiming to achieve a

competitive position based on social commitments.
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CHAPTER 1 INTRODUCTION

1.1 Background to the Study

Civil society has responded to the predicament of marginalised producers by the
rapid emergence of the fair trade market both within the UK and internationally
(Barratt Brown, 1993; Crane and Matten, 2004; Lowe and Davenport 2005a). In
2008, UK sales of fair trade (FT) products have grown to £700m at retail value, a
growth of 46% on 2007 (Fairtrade Foundation 2008a, Mesure and Bloomfield
2008). It is worth noting that UK Fairtrade sales in 1999 totalled £16m. Academic

interest in FT has also grown over the past decade with researchers analysing the
model from a wide range of theoretical perspectives, including: economics (Hayes,
2006, 2008, LeClair, 2003, 2003; Lindsey, 2004: Mann, 2008 and Maseland and de
Vaal, 2002); social geography (Goodman, 2004): development economics
(Tallontire, 2000, 2002); network theory (Nicholls and Alexander, 2006, Raynolds,

2002 and Renard, 1999, 2002); global commodity chains (Raynolds, 2002,

Whatmore and Thorne, 1997); gender studies (Barrientos et al., 2003; Lyon, 2008);
and business ethics (Moore, 2004).

Business and management research has also produced work in a number of its

sub-disciplines (for an overview, see Nicholls and Opal, 2005) including: strategy
(Davis and Crane, 2003, Nicholls, 2002, Welford et al., 2003) and marketing
(Dolan, 2007, Golding and Peattie 2005, Hira & Ferrie 2006, Hudson and Hudson,
2003; McDonagh, 2002, Nicholls and Lee, 2006, Strong, 1997; Wright, 2004).
However, despite their market impact FT organisations such as Divine and
Cafedirect remain relatively under researched by academic inquiry (Golding and
Peattie 2005, Hira & Ferrie 2006 and Nicholls and Opal 2005). This study aims to
go some way towards rectifying this, through exploratory research investigating the
two companies Cafédirect and Divine Chocolate Ltd (Divine). Rich case studies

investigating both these FT companies and how they manage to compete are the
main focus of this thesis.



A number of authors (Golding 2009, Golding and Peattie 2005, Lowe and
Davenport 2005a and 2005b, Nicholls and Opal 2009) identify the mainstreaming’
of FT as key to the growth of FT sales in the UK. Influential in this market
expansion have been the FT companies Cafédirect and Divine (Nicholls and Opal
2005). Both companies are recognised as exemplars of F1 social enterprises
competing in the market place with all their products carrying the FT mark
(Huybrechts and Defourny 2008, Nicholls 2006, Westall 2001). Both organisations
are regarded as pioneer FT social enterprises with the aim of competing in the
mainstream and therefore provide the justification for exploring their progress

further. For clarification the FT mark is awarded by the independent certification

body the Fairtrade Foundation (FtF) for products that meet the ethical standards of
the FT supply agreement (see section 2.1.1). The FT mark was introduced in the
UK in 1992 by the FtF. Commencing in the late 1980's various FT labelling
initiatives sprang up all over Europe, led by the Max Havelaar Foundation in the
Netherlands. Formalisation of the FT process into a label relied on the principal of

independent standard setting and certification. Non- profits such as the FtF who

licensed the use of the label had to guarantee that producer groups were
democratically organised and transparent and the importer paid the FT price to

them. These national standard setters and certification agencies became known as

FT national initiatives. Other competing ethical claim certification marks have

recently entered the UK market including; Rainforest Alliance?, Utz Kapeh® and the
coffee industry’s 4C code®.

Social enterprises (SEs) form an important and growing element of the economy in
the UK (Cabinet Office 2006). They are defined as “A business with primarily social

objectives whose surpluses are principally reinvested for that purpose in the
business or in the community” (DTI, 2002, p.7). They use enterprise to increase the

level of social benefit they deliver to these groups (Pearce, 2003; Westall, 2001).

' Mainstreaming refers to the broadening of distribution channels to compete directly with traditional

business organisations and brands by placing fair trade products wherever you would expect to see
the leading brand names

* A labelling scheme for coffee and cocoa produced without rainforest destruction (used by Kenco
and The Eden Project)

* An almost direct competitor to Fairtrade in the coffee market guaranteeing more money will be
Eassed back to farmers

A code of conduct created by the world 4 biggest coffee roast and grinders in response to

Fairtrade that promises many of the same advantages as Fairtrade, but without any auditing or
requirements on which to judge compliance

2



Peattie and Morley (2008) argue SEs are distinguished from other organisations by
the simultaneous possession of two attributes:

1. Social enterprises trade in goods and/or services in a market (so
that they are an ‘enterprise’ and not simply a voluntary or
community organisation);

2. The primacy of social aims. SEs primary purpose lies outside the
commercial outcomes related to their trading of goods and/or
services in a market (beyond the generation of profit or the
growth of the enterprise itself). This is what makes them ‘social’.

Prime examples of the SE business form are those FT companies such as Divine

and Cafédirect, where all their products carry the FT mark (Huybrechts and
Defourny 2008). Given their multi-dimensional missions, combining economic,

social and sometimes political goals, FT organisations such as Cafédirect and

Divine are regarded as examples of SEs (Huybrechts and Defourny 2008, Nicholls
2006). In fact, Divine was awarded the prize for best UK SE of the year at the

Enterprise Solutions awards 2007 (Purvis 2007). Huybrechts and Defourny (2008)
propose that FT's core concept is to run trade under fair conditions, which builds
social and economic development for producers. This fair dimension constitutes
the social mission of FT Organisations (FTO's). Divine and Cafédirect trade in the
market to achieve their social mission by raising incomes for producers, both Alter
(2006) and Mulgan (2006) suggest the social purpose is embedded in the activity
that provides the income (selling FT products). In addition, Cafédirect and Divine
are involved in both education and advocacy work. This is regarded as the political
dimension with the goal of transforming international trade to be a partnership with
small-scale farmers (Huybrechts and Defourny 2008). Both case study firms in this
thesis are regarded as 100% FT companies as their entire product range Is
certified with the FT mark, which means they meet the ethical standards of the FT
supply agreement established by the Fairtrade Labelling Organisation (FLO). This
is in contrast to those companies who only carry the FT mark on a small

percentage of their product range (Lowe and Davenport 2005a, 2005b, Nicholls
and Opal 20095).



Lowe and Davenport (2005a) describe both Cafedirect and Divine as typical FT
pioneer companies, where Southern producer groups have joint ownership in

Northern companies and their brands. For example, the Kuapa Kokoo (KK) farmers

co-operative in Ghana have 45% share ownership in Divine (Golding 2009,
Wiggins 2007).

The aim of this research is to critically examine how FT social enterprises can
compete in sectors dominated by larger rivals. This research will aim to identify the
resources which enable Divine and Cafédirect to compete. This study will make a

contribution to explaining the success of FT social enterprises in highly competitive
UK markets such as chocolate confectionery and hot beverage sectors.

1.2 Research Aims and Objectives

The research question developed from the initial literature survey was:

How do Fair Trade social enterprises compete in sectors dominated by larger more
resource rich nivals?

The aim of this research is to critically examine how FT social enterprises can
compete In sectors dominated by a small number of larger more powerful rivals.
This research aims to contribute to the general theory of competition, namely R-A
theory developed by Shelby Hunt and Robert Morgan. This study aims to

contribute and explain the progress of FT social enterprises in highly competitive
UK markets such as chocolate confectionery and hot beverage sectors.



In order to support investigation of the resources and strategies deployed by FT
organisations in their efforts to mainstream FT products in UK markets, the

following research objectives were determined:

e To critically analyse how Fairtrade social enterprises have performed and
impacted on the UK chocolate confectionery and hot beverage sectors. This

investigation will focus on key downstream stakeholders such as
supermarkets.

e To critically analyse the literature associated with both fair trade and

competition theory, to examine how effective the literature is in explaining
the success of Fairtrade social enterprises.

. To examine how effective the ‘resource-advantage’ theory of competition is
in explaining the success of Fairtrade social enterprises.

o To evaluate which resources enable Fairtrade social enterprises to compete
against larger rivals. This objective will critically analyse if the social and
ethical elements of these firm'’s product offerings really constitute meaningful

differentiators (l.e. comparative advantage) as required by ‘resource-
advantage’ theory.

e To extend Resource Advantage theory in order to explain how the case
study companies Divine and Cafédirect compete in the UK.

Both the research question and objectives provide a focus to the research which is
aiming to extend R-A theory to account for the success of FT companies. Hence,
this thesis will take FT and look at this through the lens of R-A theory in order to try
and explain the progress of both Divine and Cafédirect. This is useful because it
provides a general direction for the study to embark, without restricting the
parameters of the investigation. Eisenhardt's (1989, 1991, and 2007) approach to
building theory from case studies will be applied in this thesis. Two rich longitudinal
case studies of both Divine and Cafédirect will be developed. Part of the study will
be evidenced by research for the Department for International Development (DFID)
investigating the impact of FT on the UK Food and Drinks Industry.



1.3 Thesis Outline

In order to critically evaluate the competitiveness of FT social enterprises, both the
literature associated with FT and with the general theory of competition, namely, R-
A theory and its intellectual foundations (Hunt and Morgan 1995, Hunt 2001) will be
reviewed in chapter 2. The review centres on FT social enterprises and how they
compete. In addition, the review will look at the literature associated with FT to
ascertain what other authors consider to be the impact of FT social enterprises.
One of the major themes in the review is the relative lack of any substantive
research on what resources enable FT social enterprises to compete in highly
competitive markets. Consequently, the objective of investigating how FT
companies achieve competitive success is included in this study. The review

highlights a number of emergent theories applicable to the competitiveness of

100% FT companies such as Divine and Cafédirect. At the forefront of these
theories was R-A theory.

Chapter 3 will consider the research methodology for this study, and discuss the
merits of different approaches. This chapter will provide an outline of the methods
chosen and the implications for research design. Eisenhardt's (1989, 1991) eight-
step procedure for theory development will be used. The author's aim is to evaluate
if the social and ethical commitments of FT organisations provide a novel resource

to extend R-A theory. FT is an emerging phenomenon (Golding 2009, Lowe and
Davenport 2005b). The emergence of the two leading FT branded social

enterprises namely, Divine (formerly called The Day Chocolate Company) and
Cafédirect is viewed as a key success factor in the growth of FT in the UK (Nicholls
2009a). Both Divine and Cafedirect are 100% FT companies and therefore provide
two unique case studies (Eisenhardt 1991, Eisenhardt 1989, Eisenhardt and
Graebner 2007 and Yin 1994). The section on contribution to knowledge (see
section 1.4) highlights the need for such a study to explain the success of FT
models. Chapter 4 will present and analyse the two case studies and critically
evaluate which distinctive resources help explain the competitive success of FT

organisations. To this end the philosophical approach underpinning this research
will be building theory from rich case studies.



Eisenhardt's (1989) eight-step procedure to building theory from case studies will
be used to investigate the research question. Eisenhardt (1989) and Eisenhardt
and Graebner (2007) provide a roadmap for developing theory from case studies
by synthesising the approaches of authors including; Glaser and Strauss (1967),

Yin (1994) and Miles and Huberman (1994). The framework is provided in table 6
(section 3.4).

Chapter 5 will discuss the findings and analysis of both case studies related to the
research objectives. The concept of ‘social resources’ and its value to both FT
social enterprises and R-A theory will be evaluated. Chapter 6 provides a set of
conclusions about the study. Important consideration will be given to the
development of the concept of ‘social resources’ and its three inter-related
components. A number of areas for further research will also be discussed. A
summary of the directions that each may take, together with an indication of how
they could contribute to a body of knowledge will also be presented. The

implications for theory and practice from this thesis and the generalisability of the
findings will also be discussed.

1.4 Contributions to Knowledge

The thesis contributes to knowledge by extending R-A theory. In addition, by
adding to the body of empirical evidence on FT companies this thesis will
contribute to practice. The justification for this research according to Nicholls and

Opal (2005) is that more research is required in looking at FT in downstream
markets. Hunt and Morgan (1995) and Hunt (2001) state that their new theory of
competition is at the foundation stage. They call for more conceptual and empirical
work to be done to further explicate their work. Currently tangible and intangible

resources such as financial, physical, legal, human, organisational, informational
and relational are the foundation of R-A theory (Hunt and Morgan 1995). Prior
studies (Hunt and Morgan 1995) have used R-A theory to explain organisational
success in specific industries (Australian Agribusiness, Singaporean Higher
Education institutions etc) but no studies have so far addressed how relatively
small-scale FT organisations are able to compete successfully in highly competitive
markets against larger more experienced rivals.




Critics of R-A theory (Wensley 2002, Schlegelmilch 2002) suggest there is little
illustration of how companies can gain their resource advantages in the first
instance and also how they can manage this resource to further this competitive
advantage. However, both critics fail to acknowledge that ethical and social
commitments could be one approach. According to Hunt (2001), research into
these evolutionary theories of competition require units of selection that are
heritable and durable over a period of time. This thesis satisfies the previous
requirement via the study of two rich case studies; Divine and Cafedirect. The
relationship with consumers has been the focus of most research into social and
ethical offerings (Harrison et al. 2005, Lafferty et al. 2002). This research will also

focus on those described by Kaplinsky (2004) as key chain governors, buyers,

retailers, wholesalers and branded manufacturers. Kaplinsky (2004) argues these
key downstream buyers and their practices in global cocoa and coffee chains are

largely unexplored. Previous research related to Divine and Cafédirect has mainly
focused on investigating both their producers and consumers. However, this

research will focus on a number of key downstream stakeholders, including
supermarket buyers, supermarket ethical trading managers, trading director of a

UK Coffee shop chain, trading managers in other channels of distribution such as
wholesalers, independents, whole food network and alternative channels such as a
charity retail shop chain. In addition, key media experts, senior management
representatives from industry competitors, key opinion formers in both the
confectionery industry and the FT movement, including leaders of southern
producer groups, will also be interviewed for this study (See tables 8 and 9 for

initial exploratory first and main phase interviews). These key informants are all

important decision makers in both the hot beverage and confectionery sectors and
are influential in deciding product choice.

Hunt and Derozier (2004) argue that R-A theory can ground theories of business
and marketing strategy. R-A theory is inherently dynamic and interdisciplinary,
which incorporates the five major schools of strategy including; resource-based
strategy (Barney 1991, Grant 1991, Wernerfelt 1984), competence-based strategy
(Day and Nedungadi 1994, Hamel and Prahalad 1994, Teece and Pisano 1994,
Sanchez and Heene, 1997) industry based strategy (Montgomery and Porter 1991,
Porter, 1980, 1985, 2004), market orientation (Jaworski and Kohli 1993, Webster
1992, 1994) and the potential of using networks of relationships to create value
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(Berry and Parasuraman 1991, Gronroos 2006, Gummersson 1994, Morgan and
Hunt 1994). Selecting wisely from among the different schools of strategic thought
requires managers to understand both the alternative theories and the competitive
contexts in which each normative imperative could work well. A strategy that is
highly successful in one competitive context may fail in another context. Hence,
utilising theories of business and marketing strategy requires that managers
understand the nature of competition. Therefore Hunt and Derozier (2004) propose
that theories of business and marketing must be grounded in a theory of
competition. It is interesting that recently Golding and Peattie (2005) have argued
for FT companies to adopt social marketing as a strategy, therefore identifying
potential ‘social resources’ could support this approach. Hunt & Derozier (2004)
also propose that when firms have a comparative advantage in resources they will
occupy market place positions of competitive advantage for some market
segments. This is vital for managers of all FT social enterprises who are reviewing

and deciding strategy, choosing the correct strategy requires an accurate
understanding of the context of competition and the available resources from which
to shape a value proposition for the target market (Hunt and Derozier 2004).

In summary this thesis will contribute to both knowledge and practice in a number
of key areas:

o Contribute to the body of data on both the competitive context for fair trade
companies in the UK and on their impact and performance.

e Seek to extend Resource Advantage theory to explain the competitive
success of fair trade social enterprises.

o Contribute detailed case studies of hitherto under researched organisational

forms, to establish how their management of their value networks differs and
generates social resource advantage.

The justification for the study in this thesis according to Nicholls and Opal (2005) is
that more research is required in looking at FT in downstream markets. A reliable
study of FT at the downstream level would provide an improved view on how FT

companies compete in markets such as the UK confectionery and the hot beverage
sectors.




1.5 Chapter Summary

The foregoing chapter has provided an outline of the thesis. The starting point was
a background for the entire study that focussed on both R-A theory of competition
and FT social enterprises. Following this, the research question and objectives are
stated, and a summary of the entire thesis is outlined sequentially by chapter.
Finally, the contributions to knowledge that this exploratory study provides are also

presented.
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CHAPTER 2 LITERATURE REVIEW

Firstly, the literature review will analyse the literature associated with FT, including;
the definition and structure, operational mechanism, philosophy, consumer
response, emergence and the pros and cons of mainstreaming FT, this will set the
context for later development of the rich case studies of Divine and Cafedirect.
Secondly, the review will compare and contrast the different perspectives in the
area of competition theory. These will include perfect competition (DiMaggio 1994,
Etzioni 1988 and Williamson 1975), industrial organisation model of competition
(Montgomery and Porter 1991, Porter, 1980, 1985, 2004), the resource based view
(RBV) of the firm (Barney 1991, Grant 1991, Peteraf and Barney 2003 and

Wernfelt 1984), competence based theory (Day and Nedungadi 1994, Hamel and
Prahalad 1994, Hunt and Derozier 2004, Sanchez and Heene, 1997 and Teece

and Pisano 1994,) and resource advantage theory (R-A Theory) including
relationship based competitive advantage (Berry and Parasuraman 1991,
Gronroos 2006, Gummersson 1994, Hunt 2001 and Morgan and Hunt 1995).
Please note this literature review will not cover the comparative advantage theory
associated with command versus market based economies. Finally, the review will
identify a departure in the literature which highlights the importance of social and
ethical resources (Hart and Milstein 2003, Lafferty et al. 2002).

The past 20 years have seen key developments in our understanding of value,

value chains, resources and competitive advantage. This has been viewed by
some authors as strands in a general theory of competition and a ‘new dominant

logic for marketing’ (Hunt 2001, Hunt and Morgan 1995 and Vargo and Lusch,
2004). These developments have been significant for both strategic management
and marketing. However, the literature review below identifies that these new
perspectives are still grounded within the confines of a managerialist tradition,
which underemphasises the interests of upstream stakeholder groups such as
producers and the growing sophistication of consumers. Hence, they fail to
incorporate emerging changes to the role of business in society as seen in the
literatures relating to sustainable development, corporate social responsibility
(CSR), business ethics and FT (Crane and Matten 2007, Golding and Peattie 2005,
Hart and Milstein 2003, Lafferty et al. 2002, Meehan, Meehan and Richards 2006,

Nicholls and Opal 2005 and Schwartz and Carroll 2003). This thesis will try and
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take FT and look at this through the lens of R-A theory. Prior to reviewing the
literature associated with competition theory, this study will first analyse the

literature associated with FT.

2.1 Fairtrade

This section of the literature review will firstly explain the definitions and structure of

FT and the key theoretical debates. Secondly, it will investigate the philosophy,
consumer response, emergence of FT and recent developments in the

mainstreaming of FT.

2.1.1 What is Fair Trade and How it Works?

This section will look at the definition, the key theoretical debates, the structure of
FT, the problem of sustainability in supply chains such as cocoa, how FT operates
and some recent market developments. Many of the growers of commodities such
as coffee, tea and cocoa live in poverty, and are often faced with poor working
conditions, exploitation and limited health, safety and environmental protection
(Barratt Brown 1993 and Page and Slater 2003). At the heart of this problem are
international commodity markets, which often set prices that fail to provide growers
with a sustainable livelihood (Tiffen 2002). Lowe and Davenport (2005a) propose
FT as a sustainable market based solution to global trade failures in commodity
markets. FT Is defined as:

“A trading partnership based on dialogue, transparency and respect that
seeks greater equity in intemational trade. It contributes to sustainable
development by offering better trading conditions to, and securing the rights
of marginalised producers and workers- especially in the South.”

(Lowe & Davenport 2005a, p: 499).

The FT “movement” or “sector” is evolving rapidly, both in terms of sales and of
public awareness. FT has become increasingly institutionalized and has appeared
as one of the major initiatives using (and adapting) market mechanisms to pursue a
social purpose, i.e., poverty alleviation for small-scale producers in the South
(Moore, 2004; Raynolds et al., 2007). Nicholls and Opal (2005) propose that FT is
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a new approach to doing business that looks holistically at the supply chain to
address market failures and their social impacts at source, but which still
acknowledges the need for profitability. Worldwide consumers spent over £1.6
billion on FT marked products in 2007 (Fairtrade Labelling Organisation 2007). This
IS a 47/% increase on 2006 and now means that today FT has a direct effect on the
lives of over 7.5 million producers and their families across 58 developing countries
that are medium to low on the Human Development Index (Fairtrade Labelling
Organisation 2007). Mann (2008) argues this shows a stable demand in the North
for fair relations between employers and employees and for fair cooperatives in
Southern production. FT certification is associated with product supply chains and
therefore the development of FT has involved an increase in the number of

products carrying the FT Mark available to consumers. Hence to illustrate the
development of FT market data will be presented in combination with the key
theoretical arguments associated with the mainstreaming of FT. The market data

comes mainly from the reliable market intelligence source of Mintel. This is

required as there are no recent in-depth FT academic papers investigating the

actual impact and market performance of FT companies. The author proposes this
is a deficiency in our FT knowledge base.

FT products have now entered the retail mainstream in many developed countries
and hold significant market shares in a range of categories including; bananas,
roast and ground coffee, and organic cotton. Many large supermarkets sell FT
products with a number now in the UK (Sainsbury, Tesco, Asda, Cooperative Food
Group and WM Morrisons) even having their own-label FT products (Nicholls and
Opal, 2005). Impressive sales growth can be seen across a range of product
categories. In particular, sales of FT fruit juices have almost quadrupled, sugar has
doubled and bananas have increased by 31% in 2008 (see table 1). Bananas are
now the best performing FT product, one in four bananas sold in the UK are now
FT. Much of the boost came in 2007 when both Sainsbury's and Waitrose
supermarkets switched to selling only FT bananas (Mintel, 2009). Coffee, the first
and one of the most established FT product categories continues to grow steadily
with an increase in UK sales of 24% in 2008 to £144m, which is equivalent to 16%

of total coffee sales in the grocery sector. In fact, FT products account for 20% of
the roast and ground coffee sales in the UK (Mintel 2009). Tea represents a much

smaller FT segment but is growing strongly (see table 1) and will be further
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boosted by both Sainsbury’'s and Cooperative Food (CF) switching their own-label
teas to be FT certified. These developments are estimated to give FT tea a 10%

market share of the UK tea market. FT cotton farmers have also seen demand for
their produce more than double in just one year. During 2007, the sales of items
made out of FT certified cotton, ranging from cotton wool to jeans and towels,

surpassed 14 million individual items (Fair Trade Foundation, Press Release May
2008b). According to Barratt Brown (2007) these are small figures compared to

total market values for the different commodities, however the rate of growth is
significant. This is illustrated by the situation in the cocoa market where FT labeled
cocoa sales only account for 0.2% of world cocoa sales. However, the average
annual growth rate for FT since 1996 has been 23% in contrast to 2-3% growth in

conventional cocoa markets (ICCO 2007). Interestingly, the UK is the largest with
FT cocoa representing 1.02% of total cocoa sales. Table 1 shows the retail sales

by value of the key FT food and drinks product categories from 2006-2008.

Table 1 UK estimated Retail Value Sales of Fairtrade Food and Drinks,
2006-2008 (source: Mintel 2009)

% 2007 | % 2008 | % %
Growt | £m Growth | £Em | Growth | Change | Change
h 2006-07 | 2007-08

Toreyprofuts s |76 (5[ (s | w7 [w

*sugar, baked goods, nuts, rice, spices, dried fruits and other fruits

Product
Category

As the FT definition makes clear, FT has the aim to achieve sustainable
development. Golding (2009) argues this objective depends on FT achieving a
greater share of mainstream markets. This has created a debate between the
‘pragmatists”, those seeking changes within the current economic model to

penetrate the market and the lifestyle of consumers, and the “radicals”, who seek
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changes to the dominant economic model and whose aim is to make FT the
general rule (Beji-Becheur et al., 2009, Renard 2003). For this group of radicals the
FT label is merely a tool of transition. Golding (2009) proposes this debate in FT
between radicals and pragmatists is a useful analogous to the debate In
macromarketing between those such as Prothero and Fitchett (2000), who argue
for changes within the dominant social paradigm, and those such as Kilbourne,
McDonagh, and Prothero (1997), who argue that a wholly new paradigm is
needed. Hudson and Hudson (2003) argue that consumers themselves exhibit an
apparent predisposition to commodity fetishism (see section 2.1.2 for further
discussion on consumer responses to FT) reinforced by the constituent effects of
commodity markets combined with the increasing influence of retail capital (Renard
2005). According to Schaefer and Crane (2005), this makes it difficult for

consumers to shift away from the dominant social paradigm of consumer society.

This division in FT between radicals and pragmatists results in differing views on
how FT marketing should be practised. The pragmatists argue that strong branding

and effective promotional strategies are key to the market development of FT
(Golding 2009). Such calls are supported by several empirical studies asserting

that consumers buy for personal, not societal ones (Boulstridge and Carrigan 2000,
Carrigan and Attalla 2001).

However, the radicals warn that the continued mainstreaming of FT could see the
absorption of the concepts more convenient elements and the demise of its more
radical edges (Jaffee 2007, Moore 2004, Mutersbaugh et al. 2005, Renard 2003,
and Wilkinson 2007). For example Raynolds ef al. (2007), debates the potential
subversion of FT by mainstream companies seeking to refashion the FT movement
into a niche orientated marketing scheme rather than a concept to transform
international trade. Jaffee (2007) argues that mainstreaming is changing the FT
offer, from a product with an ethical core to a product concept where ethics is just a
product augmentation. This is argued by a number of authors to represent ‘clean

wash’ of FT (Lowe and Davenport 2005a, Seyfang 2004). The author of this thesis

suggests that the mainstreaming of FT is more complex than a debate purely
between the radicals and the pragmatist’s.
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Huybrechts and Defourny (2008) argue that some pioneer FT social enterprises
maintain the transformative of message of FT whilst competing in the mainstream
via their political advocacy work. Lowe and Davenport (2005b) also propose that
some FT companies competing in the mainstream provide an alternative approach
to the market, where southern producer organisations are shareholders in these
northern FT companies. Lowe and Davenport (2005b) describe these companies
as examples of ‘radical mainstreaming’ projects (see also section 2.1.5 for further
discussion on mainstreaming). Also the notion that FT could also survive in pockets
of alternative distribution such as FT shops, the whole food channel and ‘good will’

selling spaces (church halls) and deliver the extent of change necessary to assist

producers out of poverty is questioned by Tallontire (2000). However, Lowe and
Davenport (2005b) propose the concept of the ‘alternative high street’ (see section
2.1.6), where social action and ethical based consumption are combined together
and can exist in a virtual or physical space such as FT towns and universities plus
Oxfam retail shops. They argue the ‘alternative high street’ is a way to protect the

integrity of FT whilst developing sales. Watson (2006) also argues that being in the
mainstream whilst trying to maintain the transformative message of FT requires FT

companies to engage with the cultural frameworks of consumption, while also
striving to socialise individuals into active engagement with reciprocal and
redistributive economic relations. Golding (2009) argues this emphasises the need
for more robust theories of marketing communication such as sustainable
communication (McDonagh 2002) to illustrate how a change towards sustainable
consumption might be achieved. Golding (2009) also proposes that FT’s reliance
on the consumer choice mechanism dictates the need for marketing strategies
which operate within the dominant social paradigm, whilst also looking outside this

paradigm. Interestingly, Golding (2009) also suggests five approaches for the FT

movement, which could insulate itself against absorption and dilution by
mainstream actors:

e Preservation of its links to social movements
e Producer equity

o Public regulation for FT

Preservation and extension of the cooperative structure for FT producers

Strengthening the political campaign and advocacy elements
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This debate regarding the need for FT marketing to be within or outside the
dominant social paradigm illustrates the need for further research to investigate
further the complexity of this area. Nicholls (2009a) identifies that FT growth in the
UK compared to other international case studies is unique due to the development
of original FT pioneer brands (Cafedirect and Divine) from the ATO movement that
decided to compete in the mainstream. However, despite this dimension of pioneer
brands empirical research is yet to be carried out to understand their specific

progress. It is worth here reflecting on the importance of branding for FT
companies.

A brand can be defined as “a name, term, symbol, design or combination of all’
(Aaker 1997, Keller 1998). It is agreed by many marketing academics that a brand
serves two functions: identification and differentiation. It is also acknowledged that
a brand can be differentiated on a tangible (product quality) or intangible level (e.g.

relationships). Some brand experts also offer a consumer orientated definition of a
brand;

‘Brands are not found in the factory or the studio, the sales channels or the

supermarket shelves- not even on the television screen. You only find them
in the minds of consumers” (Franzen and Bouwman, 2001, p: 127)

Chiagouris (2005) describes two key brand elements that consumers need to see
from social enterprise brands, which include a unique selling proposition, which is
what the brand will do for others and the reason to believe, this builds the case for
high credibility of such social brands. According to Keller (1998) brands are
important because they offer easier identification and allow the consumer to lower
their own search costs and perceived risk. However, more important for FT is that
brand’s can take on personal meanings, giving the consumer the ability to express
something about themselves. A brand therefore has the potential to enrich the life

of a consumer (Keller 1998). The value of a brand, known as brand equity can be
thought of in different ways:

1. The financial point of view (impact on the balance sheet)

2. Strength of the consumers attachment to the brand

3. A description of the associations and beliefs a consumer has about the
brand (brand image) or even organisational associations
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Keller (1993) defines brand image “the perceptions about a brand as reflected by
the associations held in the consumer memory” (Keller, 1993, p: 3). Keller divides
brand associations into three categories: attributes, benefits and attitudes.
Attributes can be described as the descriptive features, which characterise a brand.
These features can include price information, quality, packaging, user imagery and
usage. Benefits can be classified into three groups. The first being the functional
benefits, which tend to correspond with product such as taste, the second symbolic
benefits are the more extrinsic advantages and often relate to non product
attributes, this could be important for FT. Thirdly, experiential benefits are what it
feels like to use a brand. Attitudes, the highest level of brand associations are
defined as the overall evaluations of a brand. Keller argues that attitudes form the
basis of actions and behaviour, which consumers take with the brand. Aaker (2001)

adds to this debate and proposes that brand associations represent what the brand

stands for and also adds that brand loyalty is a key factor in consumer behaviour
towards brands.

Rio, Vazquez and Ingleas (2001) further develop the dimensions of brand image by
identifying four key brand functions:

- Guarantee, which refers to whether a brand meets certain expectations

- Personal identification, which considers how well consumers can
identify themselves with the brand

- Social identification, which is based on the brand’s ability to act as a
communication instrument, allowing the consumer to associate or
dissociate themselves with certain groups. These could include ethical
dimensions

- Status Function, which relates to the fact the consumer may experience

feelings of admiration and prestige from using the brand

Rio, Vazquez and Ingleas (2001) propose the above functions would increase
consumer willingness to pay a price premium for brands, accept a brand extension
and also recommend the product to others. Hoeffler and Keller (2002) assert that
ethical marketing programmes can build brand equity via building brand

awareness, establishing brand credibility, evoking brand feelings, enhancing brand

18



image and creating a sense of brand community. A limitation in the FT literature
identified by the author is a lack of research on FT branding. This is particularly

surprising bearing in mind the developments in the brand literature stressing the
importance of morality and ethics (Clifton 2001).

According to Moore et al. (2006) the aim of FT is to offer the most disadvantaged
producers in developing countries the chance to move out of poverty through
creating market access to consumers (mainly in industrialised economies) under
beneficial rather than exploitative terms. FT therefore creates a producer-consumer
relationship that reconnects production and consumption via an innovative supply
chain model, which distributes its economic benefits more fairly between all
stakeholders. FT has three interlinked aims (see below), which are achieved via a

market driven commercial model, rather than a charity or developmental aid
mechanism (Nicholls and Opal 2005).

1. To alleviate extreme poverty

2. To empower smallholder farmers and farm workers to use trade
relationships as a means of enhancing their social capital
3. Support a wider campaign for global trade reform and trade justice to

counteract exploitative modes of production which prioritise downstream
actors

According to Hart (1995) the majority of businesses do not internalise the costs of
their social, environmental impacts. However, by contrast the FT movement
proposes that in order for trade to be sustainable and not to distort markets, then
full social, environmental and economic cost of goods and services must be taken
into account. The Fairtrade Labelling Organisation (FLO) argue that making the
direct human link between producer and consumer is one of the most important
things we can do (FLO 2007). Nicholls (2009a) argues that FT embeds collectivist
narratives of social justice in market exchange transactions. Therefore according to
Moore (2006), FT operates in stark contrast to the conventional international
supplier-buyer transactional relationship that aims to maximise return to the
institutional buyer through the establishment of a power imbalance in favour of the
purchaser (though not always the end-consumer). However, this proposal by
Moore does fail to take into account the shift in buyer/seller literature which
demonstrates that partnerships and collaborative dialogues are now well
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established in practice (Eagan 2004, Gronroos 2006, Harker and Eagan 2006).
Eagan (2004) discusses motivational investments in relationships and describes
the development of buyer-maintained relationships with retail supermarkets
working closely with their suppliers giving them access to ‘point of sale’ data to
facilitate distribution. Harker and Eagan (2006) argue this is a significant change in
attitude from past decades when such information was regarded as commercially

confidential and was used to maintain an element of power and control over
suppliers.

Alexander and Nicholls (20068) propose that it is necessary to consider the
connectivity between consumers and suppliers and how to embed authentic

information flows within marketing messages to enable a better understanding of

the means and extent of understanding that can be achieved by consumers of FT

products. According to Barrientos and Asenso-Okyere (2008) both European and

North American consumers are demanding rising social and environmental

standards in labour relations ensuring fairer participation in value chains such as
cocoa and coffee.

FT represents an approach to the buyer-seller transaction that emphasises equality

of exchange and recognising the power discrepancy between the developed and
developing worlds (Nicholls, 2002). Central to this is the representation of a new

model of supplier-consumer relations, centered not on economic capital alone, but
also social and human capital.

‘The fair trade movement destabalises neo-liberal knowledge claims regarding the
normalcy of commercial conventions through reconsideration of the meaning

‘fairness’ in commodity prices, market exchanges and North-South relations.’

Raynolds (2002, p: 409-10)

However, these alturistic arguments of FT being driven purely by consumers
interest in social justice are also challenged by those who propose other
perspectives. Varul (2008) argues for the existence of an alternative hedonism with
respect to FT consumerism called ‘moral selving’, which is a concept proposing FT
purchasing as an expression of self-identity (see section 2.1.2). These arguments

demonstrate the complexity of the consumer response to FT already identified in
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Value added

the literature. In addition, the positioning of conventional buyer-seller relationships
as non-reciprocal, power-based exchanges Is not necessarily in line with current

buyer-seller literature (non-FT), where the value of partnerships and collaboration
have been identified (Eagan 2004, Gronroos 2006).

From looking at the supply chain structure of the first FT labeled product sold in the
North, and the fact that coffee continues to be the highest volume and highest
value product for some national FT markets, it can be seen how these FT supply

channels differ to traditional value chains (see figure one). Traditionally small
coffee farmers were isolated from markets and therefore had no choice but to sell

their produce to middiemen, know in Latin America as coyotes (Raynolds 2002).

The coyotes then consolidate small farmers productions and sell either directly to

independent or transnational mills to process the coffee cherries and sell them on

to transnational brokers and exporters (Mendoza and Bastiaensen 2003).

Figure 1 Coffee Value Chain

Traditional coffee value chain Fair-Trade coffee value chain

% captured by each link % captured by each link

Retailer
Advertising/Marketing 14%
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=
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Coyote/Cooperative

Small-scale grower

(Source: Adapted from Mendoza and Bastiaensen, 2003, p: 39)
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The FT coffee movement grew out of a desire of Northern coffee consumers to
guarantee a decent price for coffee producers and provide producers access to
market information they were missing, allowing them to capture more of the value
in the supply chain and reduce their isolation. Coffee producer cooperatives
perform the coyote function by consolidating production, however as the coyote is
normally owned by the farmer members most of the profit Is retained by the
producers themselves, rather than the coyote (Raynolds 2002). Producers and
cooperatives are considered to be equal commercial partners in this exchange and
treat each other with mutual respect and support (Waridel, 2002). The FT system
also requires the cooperatives to own or at least control the coffee milling
processes to be able to export directly and further increasing farmer power.

A number of authors have also identified imbalance in the cocoa value chain
(Barrientos and Asenso-Okyere 2008, Gilbert 2007 and Kaplinsky 2004). The
indicative cocoa farmer’'s share of the cost of a bar of milk chocolate is 4%, with

other ingredients accounting for 6%, compared to the manufacturers/processes

share of 51%, advertising 6.5% with the retailer share of 28%, with the transport
and shipping costs accounting for the difference (Gilbert 2007). Barrientos and
Asenso-Okyere (2008) show that cocoa farmers surveyed in Ghana earn on
average US $0.42 per day from cocoa farming, this is below the poverty line of
$1US per day. These low incomes coupled with other exposures, such as the

existence of child labour in the cocoa supply chain in West Africa reported by
Hawksley (2001) at the BBC (British Broadcasting Corporation), have led to a

number of responses. Firstly, the US government under the Harkin-Engel protocol
asked US chocolate companies to improve ethical standards in the cocoa supply

chain, if they did not the US government threatened to introduce labelling on
product to certify for child labour free credentials (Gilbert 2007). Under pressure
from the UK Foreign Office, the International Cocoa Initiative (ICl) was formed to
provide cooperation between key chocolate industry stakeholders, concerned
international politicians, the labour movement and key civil society actors in the
fight against child labour in West Africa (Barrientos and Asenso-Okyere 2008).

A number of companies have introduced CSR measures in response to adverse

media pressure. Cadbury’s under its own CSR programme launched in 2003 its
partnership with the charity Water Aid to build water wells in Ghana (Cadbury
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Schweppes 2006) and then in 2008 launched its own Cadbury cocoa partnership
(Barrientos and Asenso-Okyere 2008). This cocoa initiative by Cadbury is a ten
year £30m investment programme for Ghana, to create conditions to enable
Ghanaian cocoa farmers to improve productivity and to improve the standard of
living in cocoa farming communities. According to Barrientos and Dolan (2006),
Cadbury source all its cocoa for the UK market from Ghana and in fact buy 15% of
Ghana's total cocoa exports. In recent years Cadbury have been concerned with
the sustainability of cocoa farmers and their communities fuelled by both statistics
showing increased rural-urban migration (SGER 2006) and research in cocoa
communities showing the poor perception of cocoa farming by young people
(Barrientos and Asenso-Okyere 2008). Recently, Cadbury announced (see section

2.1.5) their intention to move both their UK sales of Cadbury’s Dairy Milk (CDM)
brand and chocolate drinks to be certified as FT from June 2009 (Wiggins 2009).

In response to the imbalance in value chains FT aims to be ‘in and against’ the
market and therefore correct market failures in the free market system, such as

information asymmetry in the supply chain, to ensure that all stakeholders benefit
equally and in proper measure from exchange relationships (Alexander and

Nicholls, 2006). An example of this is the partnerships between cooperatives and
producers, where they are seen to share information freely and help in each other
in pursuit of their goals (Waridel, 2002). This is known as networking, often
considered to be one of the major business buzzwords of the 1990s, referring to a

collection of individuals who have organisational affiliations and can use the
benefits derived from networking for the good of their individual companies or

themselves and has been widely employed with varying degrees of sophistication
(Eagan 2004).

The potential of networking to prove understanding of business to consumer
marketing of high involvement products such as FT can be demonstrated by
geographical and sociological studies emanating from the development of
alternative food networks (Hughes, 2005). The complex webs of interdependence
seen in these networks are significant as when information knowledge flows are
considered in a trade network that includes producers, retailers and consumers,
this destabilizes notions of supply chain information being entirely generated by
retailers (Alexander and Nicholls, 2006). The potential for these partnerships
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between different stakeholders is very promising for FT companies (Alexander and
Nicholls 2006). According to Golding (2006) FT aims to re-connect producers and
consumers and therefore unveils producer origins of commodities. This unveiling
process is designed to educate consumers to move them beyond their own self-
interest in making purchasing choices (Murray and Raynolds, 2000) and provides a
potential platform for the creation of new ‘social bonds' between the hitherto
divided groups. It is interesting to note that Michael Barratt Brown (former Chair of
TWIN Trading) proposed that creating networks is key for FT organisations:
"A network, as | understand it is a flexible, continuous set of human
relationships which can grow in all directions. Networks are based on
cooperation rather than competition, and have the advantage that they allow
for the independence of all the various units gathered together in the

network. But they don't happen spontaneously. There have to be networkers
and Fair trade organisations should be networkers.”

(Barratt Brown, M. (1988), 'Who Cares About Fair Trade?
conference report, p: 3)

In operational terms, FT is specifically defined by several key practices (Nicholls

and Opal 2005): Firstly, to meet the internationally recognised FT standards an
agreed FT minimum price must be paid to producers, which covers the cost of
sustainable production and living. The FT price is set by taking into account of local
economic conditions and is calculated by the FLO. This guaranteed price is termed

the FT minimum floor price, which covers the cost of production and provision for

family members and farm improvements is structured using the following formula:

Fairtrade Floor Price= Cost of production + Cost of living and cost of complying
with Fairfrade standards

Due to the volatility of world commodity markets the gap between the conventional
world market price and the FT floor price can be significant. If the world market
price for a particular commodity (for example cocoa or coffee) falls below this price,
FT importers pay the floor price, or otherwise the world market price. This
guaranteed price above is calculated to cover the cost of production and allows

producers to plan ahead and invest in the future of their businesses. In the case of

cocoa the guaranteed commodity price set by the FLO is $1600 per tonne (ICCO
2005).
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Secondly, a focus on development and technical assistance by payment to

suppliers of an additional social premium (often 10 per cent or more of the cost

price of goods). This social premium iIs paid to producers on top of the FT minimum
price for their goods. This allows producers to invest in community infrastructure
development projects such as sinking water wells to provide clean water supplies,
building schools and providing new health programmes. In the case of cocoa, the
social premium for example is $150 per tonne (ICCO 2005). The social premium is
often paid into the producer’s cooperative trust, how to allocate the funds are then

decided democratically. In the case of KK, who are joint owners in Divine, the KK

Farmers Trust decides how to spend the funds accrued from the social premium
payments (see Figure 11 in chapter 4).

Direct Purchasing from producers is another key feature of FT. This reduces the
influence of brokers and middlemen in the global supply chain, with the aim of

ensuring more of the final price of goods can be returned to the producers
Long-term supply contracts that allow for planning and sustainable production

practices (Crane and Matten 2004). This is designed to ensure producers do not suffer
from the effects of buyer's short term bias.

Co-operative, not competitive dealings to develop buyer-producer relationships built

on trust and mutual respect. Mann (2008) proposes this is a more efficient way of
delivering value to the consumer as it should lead to higher quality product and

consistency of supply. It is also an important component of the ethical positioning
associated with FT.

Provision of credit when requested, this commitment to make partial advance
payments at key periods is because importers generally have better access to credit

than producers. Sometimes importers are required to pre-finance up to 60 per cent of

the total purchase of seasonal crops. This means producers can receive advance

ayments for their crop before it IS exported.

Provision of market information to producers. The relationship created by FT

ensures the exchange of information regarding the nature of both consumer markets
and other components of the supply chain.

Producers should be organised democratically and small-scale producers must

belong to a cooperative that is democratically organised and which practices one-
farmer, one-vote systems.
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Sustainable production must be practised and the cooperatives must have

resource management plans in place to investigate more sustainable farming
practices.

Hayes (2006, p: 462) studying the efficiency of FT provides an economic analysis
and suggests a number of benefits to the producer including:

o creates and maintains the ability of the producer to compete in the market,
e reduces the producer organisations production costs via helping it reach
minimum efficient scale and overcome lumpiness in production methods

e Reduces the risk and provides finance for investment and the opportunity to
learn by doing

e Support of consumers willing to absorb some of the risks and costs in order
to achieve their own social goals through participating in FT

Mann (2008) argues that FT actually increases the options and choices available to
consumers and makes the free trade system work by the mechanisms mentioned
above which include; providing farmers with access to credit and information and
therefore correcting some market imperfections. McDonagh (2002) explains;
organisations who promote FT aim to benefit producers and do not have a primary
aim to maximise profit for shareholders. Secondly, they work with producer co-
operatives that practice democratic principles e.g. Kuapa Kokoo in Ghana. Thirdly,
they encourage producer organisations to re-invest the social premium to build
capacity in their own communities. FT organisations also frequently cooperate to
forward the transformative message of FT in campaigns such as ‘Trade Justice’
(Moore 2004). According to Raynolds (2000), FT represents a new approach to the
buyer-supplier transaction, which aims at equality of exchange within a partnership
approach, underpinned by a developmental, rather than confrontational agenda. A
firm focus on the producer has been central to FT (Barratt Brown 2007). It is a
specific objective of both case study companies in this thesis to purchase all their
respective coffee and cocoa in compliance with the internationally recognised FT
standards. This focus in the FT relationship on trust, equity and respect appears to

provide Murphy et al. (2007) with a potential example of a marketing relationship
with a firm ethical basis (see section 2.2.8 and figure 8).
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This FT supply agreement is both accredited and monitored in the UK by the FtF.
This process includes monitoring of supply chains via site visits and inspection of
company accounts and documentation. If a national foundation is convinced that a
companies product/products can be validated to meet the ethical standards of the
FT agreement then they are allowed to display the FT logo (mark) on their products
(McDonagh 2002). This provides consumers with the accredited guarantee that
third-world farmers (southern producers) are part of the FT system. All products
supplied by both Cafédirect and Divine carry the FT mark and both are regarded as
100% FT companies. The FLO is the global umbrella organisation for the 19
national FT certification initiatives based in 19 different geographic territories

(Nicholls and Opal 2005). In the UK, the national initiative is called the Fairtrade
Foundation (FtF). FLO’s main objectives include:

o To guarantee the integrity of the FT mark and certification process

To facilitate the business of FT by helping to match supply and demand

¢ To offer producer support and development to build business capacity

It is important to note that FLO inspects producer groups to certify them for
compliance with the FT standards outlined above. FLO and its members then
license companies to use FLO’s Fairtrade mark to signify that for a given product
the FT standards have been met (Renard 2002). FLO is a not-for-profit multi-
stakeholder association; its membership is open to both FT labeling initiatives and
producer networks. This assurance of FT is argued by a number of authors to be a
fundamental challenge to our liberal trading order (Enders 1997, Howse and
Trebilock, 1996). Booth and Whetstone (2007) argue that FT should both avoid
putting themselves on an elevated moral platform and should try to enforce their
commercial principles via Government regulation. However, Nicholls and Opal
(2005) disagree and propose that FT Is a unique solution to market failures in the
global trading system as it is a consumer choice movement outside the scope of
government regulation and therefore cannot be criticized as an interventionist trade
policy. Lindsey (2004) suggest that FT is an aberration as its price structure fails to

obey the rules of a ‘free market’, setting price controls that are influenced by

humanitarian issues as opposed to the free interaction of supply and demand.
Lindsey (2004) also accuses FT of encouraging both uncompetitive production and

irrational ethical consumer behaviour, which does not aim to maximize the financial
utility of the purchaser.
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FT products often sell at a premium price compared to their competitors and
therefore does not conform to conventional market mechanisms. Jones (2004)
argues that FT is in fact, a neo-liberal solution to problems with trade, which works
within an efficient capitalist system rather than abandoning the liberal trade model
entirely. Mann (2008) proposes that FT is unprecedented based on its ability to
command a premium price, without delivering extra physical product quality.
Renard (2003) suggests that economic thinking of supply and demand has to be
left behind when entering the sphere of FT. However, Mann (2008) tends to
disagree and argues that FT is accessible to economic analysis as it involves

economic transactions and that every economic transaction is accessible to some
form of economic analysis.

Booth and Whetstone (2007) propose that FT companies add to, rather than
detract from the institutional variety of a market economy. They also argue that FT
companies enhance the process of competition in markets dominated by large

players. It appears networks are important in FT, however Mann (2008) also adds
that FT relies as much on market forces as conventional trading but the items

demanded by consumers make the difference. There appears to be an increasing
sense of connectivity between consumers and producers as the human effects of
global trade are better understood and more widely discussed. Such a shift In
public perception of global relationships is also supported by survey work carried
out by the Department for international Development (DFID, 2002), that reports

73% of British consumers are concerned about poverty in the developing world and
that 69% agree that such poverty is a moral issue for them.

Whilst FT companies do offer a tangible product, what they are crucially trying to

achieve is the concept that consumers in prosperous countries should factor in
global social justice into their buying decisions (Levi and Linton 2003). A large set
of social/environmental standards also demonstrates there is more to FT than just
paying a higher price. In fact, according to Mann (2008) the higher price is mirrored
by higher requirements. Also consumers in FT markets do not always benefit
physically from community infrastructure projects or the improvement in labour
standards. Consumers in the FT market therefore purchase not only the physical
product, but also jointly a certain quality of relations, which do not involve

themselves. According to Mann (2008), we can characterise these relations as

“‘moral goods”, a concept which goes back to Ross (1930). Some also argue that
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FT demonstrates the importance of external preferences in a society’s decision

making process. Mann (2008) proposes that overall utility can be increased if one
includes external preferences.

Taylor et al. (2005) suggest the new corporate interest in FT is an indication that
FT has succeeded in demonstrating that the market should reward socially just and
environmentally sound coffee and cocoa production. According to Moore (2004),
FT has arisen out of the perceived failure of liberalised international trade to bring

benefits to the most marginalised of producers in developing countries. Also,
Nicholls and Opal (2005) suggest that FT is fast becoming the consumer standard
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