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1. Forewords and Acknowledgment 
The background for this project was an inquiry from daily manager of Fair Trade Denmark (FTD), Ida Ljunggren. The external monitoring committee, that monitors and approve the members in FTD, had a desire to improve the current approval system. We thought it would be very interesting to work with a professional organization and experience that the outcome and findings of our work could actually be used and implemented in real life. Therefore, we have worked closely with FTD during this thesis writing and worked this project around relevant information based on the guidelines for research; we developed in cooperation in the beginning of the collaboration.   

Therefore, the aim of this project, besides its relevance for our study at Aalborg University, is to provide some useful recommendations for the posed problem by FTD, respecting the resources and construction of the organization. 

We would like to present our gratitude towards some persons, who has been very helpful and assisted in producing this project. 

Daily manager of FTD, Ida Ljunggren, has supported us through the writing process by contributing with relevant information and links to empirical material. It has been rewarding in terms of knowledge, to work with an actual organization that is depending on our work and is going to use and hopefully, in their future work, implement our findings.

During our interview process, carried out during spring 2012, we have talked to some amazing, inspirational and intelligent people within their professional fields, which has been so rewarding both academically, but also in terms of insight. 

Further, we would like to thank our supervisor Mammo Muchie for very inspirational and qualified guidance throughout the writing process. We have definitely enjoyed our meetings. 

In general we would like to thank everyone implemented in this project for their invaluable help. We have learned so much during this process and we are very thankful for this knowledge and what we have accomplished. 

We hope you enjoy our project.

2. Abbreviation  

BAFTS: British Association for Fair Trade Shops

Danida: Danish International Development Agency – a part of The Foreign Ministry of Denmark

EFT: Ecocert Fair Trade 

EFTA: European Fair Trade Association

EU: The European Union

FLO: Fairtrade Labeling organization 

FLO-CERT: The Fairtrade labeling organization – certification (The certification body of Fairtrade)

FSC: An international non-profit labeling for tree and paper   

FT: Fair Trade 

FTAO: Fair Trade Advocacy Office

FTO: Fair Trade Organization (primarily used by WFTO to address their members)

FTD: Fair Trade Denmark (Concerning design and handicraft)

FTM: (Fairtrade-mærket) The Fairtrade-mark is a Danish FT organization concerning food products (generic commodities) 

IFAT: The International Fair Trade Association
ISO: International Organization for Standardization

LI: Labeling Initiative

MERCOSUR: El Mercado Común del Sur

NAFTA: North American Free Trade Agreement

WFTO: World Fair Trade Organization 

WFTO-Europe: World Fair Trade Organization Europe 

WTO: World Trade Organization

3. Introduction

”Vi har ikke tillid til jeres koncept og mærke mere, og vi er færdige med at købe såkaldte Fair Trade-produkter
” (Email to FTD). 

In January 2012, the Danish radio channel P1
, aired a documentary about how Kenyan flower workers are exploited by farm owners (DR, Homepage). 

This documentary released a range of polemic in the media and since it appeared that this exploitation and lack of security on the rose farms was not only the case at conventional farms, but also happened at a farm producing Fairtrade roses, it instantly affected the Fair Trade (FT) movement. The quote above stems from an email Fair Trade Denmark, a trade organization for Fair Trade stores and importers in Denmark, received the day after the program had aired. This case shows the impact of bad press and the power of consumers.  

FT products are approved and/or certified, in order to assure that the producers of these products are actually treated fair in several aspects. This is what makes the FT products attractive; the consumers buy a FT product based on the guarantee that the products are produced and traded under fair conditions. But systems are fragile; the narrative above is a great example of this. The approval system of FTD is fragile and currently the organization is working on improving the system to prevent a scandal, which would result in a decreased sale of FT products and ultimately less trade with marginalized producers in the South. If this base is ruined through bad press, the essence of FT is destroyed.

In 2010, BAFTS member, Shared Earth, asked wholesaler Namaste, one of its suppliers, if it could visit two of its producers in India and Nepal. Namaste refused. For six months, Shared Earth tried to obtain more details about Namaste's producers, but with no response. Shared Earth took action and suggested BAFTS not to renew the membership of Namaste, since there seemed to be no accountability or transparency and it was practically impossible to tell if their products were FT or not. This is an example of so-called commercial Fairtraiders that due to low resources are not monitored properly (Email from Ida Ljunggren).     

Intern polemic, possibly culminating in public polemic through the media, can happen when an organization does not hold the resources to perform and maintain a transparent and secure system, carry out audits to secure the compliance with a set of standards. Where there is money, there is corruption and a scandal can devastate an industry. Concerning the FT industry, in order to secure that a product is actually fair, and that the purchase actually helps marginalized producers in the South, you need a responsible and transparent system. But if the resources are limited, creativity is needed to develop the perfect solution for a small organization. In this case FTD, an organization driven primarily by volunteers. 

“Indfør uanmeldte besøg, det er sandsynligvis det eneste profitmagerne kan og vil respektere
” (Email to FTD, 2). 

It is relevant for FTD, to reflect on how to outline a system protecting fairness and justice and that realistically can be implemented within the financial frames of the organization. But as stated in the quote, there are options to pursue. The focus in this project is to research what are the problems with the existing system of FTD and how the system can be improved. It is relevant for FTD, to examine what can be done to improve the existing approval system of the organization, in order to avoid being placed in the middle of a media storm. A small organization like FTD can possibly be blown away by one little media storm.

4. Problem Formulation 

In the light of the outline above, we have chosen the following problem formulation: 

What can be done to improve the approval system of Fair Trade Denmark?

In order to provide an answer to this question, we need to first examine the current system. This will be done in four sub-questions:

First, we will analyze whether or not the foundation, of which the system is built, is appropriate. We ask two questions: Are the ten FT principles fair? And: What is the theoretical aspect of the approach of FTD?

Second, we will analyze the approval system as it is today. The question is as follows: What are the problems with FTD's approval system?

Third, we seek for possible ways of improving the system, by examining the systems of other relevant organizations. This will be done by answering the following question: In comparison, what alternative systems could provide means of improving the system of FTD?

Last, on the basis of the analysis of these four sub-questions, we will attempt to answer our main question.

In order to establish the given research questions by FTD, below will be presented the notions developed by Ida Ljunggren for us to examine. The scope of the project has partially been developed on the background of these notions. 

The primarily problem for FTD was outlines as: How can FTD develop or enter into an existing system for FT certification, without compromising the economy, sustainability, and vision (concerning small, new members and poor producers) of the organization? (FTD – forslag til specialeemne).

The reason for researching this question is based on what Ida Ljunggren establishes as problems with the existing system. FTD has a vision of improving the existing approval and monitoring system into a system, including a certification element through an external control of the places of production and the trade practices. The purpose of this is to strengthen the credibility and transparency of the system, in order to minimize the risk of deception and, deriving from this, increasing the sale of FT products through stronger consumer confidence (Ibid).    

In order to specify this very broad problem, FTD set up the following specific factors they would prefer the research to be based on, in order for us to develop the most relevant recommendation for them. FTD would like to get recommendations on the separate possibilities:

· What are the problems and potentials with FT approval, certification and monitoring within the field of FT handicraft and non-food products?

· What systems exist today, both within the area of FT and other related areas, and how can FTD position themselves in relation to these systems?

· What possibilities of cooperation exist between, for instance international, European or Scandinavian, organizations and FTD?  

· How does the economy comply with the vision of developing the approval system of FTD? 

·  Would it be reasonable to outsource the task to external actors?

·  Can an upgraded external monitoring committee perform an annual sample audit? 

·  Concerning both the solutions above: can an increased monitoring fee for importers    cover the expenses?     

(FTD – forslag til specialeemne).

5. Definition of Central Terms

Below is presented our definition of relevant terms. A short definition of FT will of course be provided, and further deepened and examined in the chapter concerning the relevant FT organizations for this project. The most relevant definitions in this section are on respectively approval and certification. Both terms are the most important factors in the project, and therefore we will present a definition and thereby an explanation of the difference between the two terms. 

Fairness: According to the Oxford dictionary, fairness is defined as the quality of being fair and reasonable, a concern for justice, peace and genuine respect for people. In the theoretical chapter, the term fairness is further explored (Oxford dictionary). 

Fair Trade (FT): Fair Trade is originally the overall term for the social movement concerning Fair Trade; the producers are provided a fair trade/price for their products. Fair Trade aims to help marginalized producers in the South to obtain better trading conditions and to promote sustainability in the production. Fair Trade advocates a higher payment for FT products than the producers would obtain for products sold conventionally. The term FT is used within the field of FTD and WFTO (FLO – Fair Trade Glossary). 

Fair trade: When we have written 'fair trade', we refer to the trade form and not necessarily the Fair Trade movement and/or community.

Fairtrade: is the term that refers to all or any part of the activities carried out by FLO, FLO-Cert, the FTM and other members within FLO. The term is used to denote the certification system operated by FLO, and also carried out by the FTM. The term Fairtrade is used in the context of FTM and FLO (FLO – Fair Trade Glossary). 

Approval: FTD and WFTO (described below) work with FT products in the light of an approval system. The approval system approves the production of a certain product, to secure that the production is carried out in agreement with certain FT standards, specified below. The raw material used in the production is not necessarily approved or certified. FTD trades handicrafts such as bags, pottery and toys, which are made from very different raw materials, which makes it very hard to implement a common certification system. Every second year, the importers and stores associated in FTD are monitored to secure that they live up to the standards developed by the organization.     

Certification: The FTM and FLO work according to another system. They approve their products as FT through a certification system. Via certification, the raw materials are certified FT. FTM is working primarily with foods and other products that are easier to certify because they are generic. As an example, coffee is always made from the same raw material, coffee beans, which make it very easy to certify the product, as it is generic. The reason why, in the field of FTD and FTM, the certification system is used primarily for food, is the difference that within the field of food it is easier to make generic standards for a product used in the production process. Compared to a handicraft product, where, for instance, a bag can be made from a varied range of raw materials: cotton, hemp, jute or recycled plastic packaging. Bananas or coffee are always “made” of the same raw materials. 

In general, the term certification is defined as an independent judgment of a product or a process. In relevance to this project, an example can be an audit where a third independent party provides a written confirmation that the factors judged, are declared able to meet the standards specified for the certain product or process. An independent judgment provides assurance that the certified items meet the specified standards (Bureau Veritas Denmark, homepage), like the ISO 65 standard for agriculture that is the certifying organ of the FLO-CERT system. And why are standards needed?    

“Standards ensure desirable characteristics of products and services such as quality, environmental friendliness, safety, reliability, efficiency and interchangeability - and at an economical cost. When products and services meet our expectations, we tend to take this for granted and be unaware of the role of standards. However, when standards are absent, we soon notice. We soon care when products turn out to be of poor quality, do not fit, are incompatible with equipment that we already have, are unreliable or dangerous” (ISO, homepage).

As written in the quote, standards are important to ensure a certain degree of quality within several fields.    

From a theoretical approach, a certification system can be argued as a regulation - a regulation of the free market. This aspect will be further outlined in the theoretical chapter.  

6. Method and Methodology

The following chapter is implemented to provide the reader a presentation into the scope of our project. We will begin with a presentation of our method including choice of data and choice of theory and analysis. After that we will present the methodology where the empirical material, theory and analysis chapter are reviewed more thoroughly. We will present and show how we created the knowledge and new findings by analyzing the empirical data by applying the methodology and theoretical frameworks we have selected. Finally, we will discuss criticism of our chosen method and present our delimitation. 

6.1 Method 

For this project, we have chosen a qualitative documentary method, as we are using sources combined and supported with our empirical material: explorative interviews. The method is qualitative interviews of the stakeholders of FTD, conducted to explore the research questions. We chose to use semi-structured interviews where we had developed some main questions. To deepen the findings, we intentionally invited interviewees to a mutual discussion on the topic, where the respondents were free to address any issues they found relevant for the posed questions. That way, we came around a range of topics that was not intended initially, but was found to be relevant as explanatory material and discussions that strengthened our empirical data collection. We have chosen a qualitative method and an inductive approach, since our goal is to analyze how FTD can improve their approval system.

As empirical material, we have chosen to present FTD and examine its status as organization, the composition of the organization, vision and mission and the available resources of FTD. Further, we included, for closer scrutiny, several other organizations that are either FT oriented or related to the notion. These additional organizations are selected to do research on whether FTD can learn from their systems. These supplementary organizations are not reviewed as detailed as FTD, as they play a smaller role than FTD. Since this project is written in connection with FTD, a thorough review of the entire body of that organization is needed. Therefore, concerning the other implemented organization, we have only enclosed the most essential and, for the project, relevant information of those, which contains a short review of the organizations and their systems. The information gathered to write this mentioned section, has been obtained via online sources, through the homepages of the organizations and through material developed by the organizations, for internal and informational use.    

As method for gathering empirical material, we have used qualitative semi-structured interviews. Some of them were carried out face-to-face, while the rest were done over the telephone. The limited budget and time made it impossible to interview all the respondents in person, as the respondents were located all over Denmark. Some of the interviews, those we did face-to-face, have been recorded and are available to the reader on the enclosed CD. The rest of the interviews were written down and all relevant statements have been translated into the empirical material. All the interviews were carried out in Danish.

In the theory section, a description of free trade combined with classical trade theories will be presented to define free trade. Fair trade will also be defined, as well as the argument between the two trade forms. Theories of the concept of morality, fairness and justice are also presented.

Qualitative research methods are typically associated with an inductive approach where the writers are generating and testing a theory (Bryman, 2004: 21). However, we have used a deductive approach, as our analysis is carried out on the basis of a theory combined with empirical material. 

6.2 Methodology

In the following section, the methodology of the project will be presented. A review of the different chapters of the project will be presented, to provide the reader with an overview of the chosen problem and how we have chosen to analyze it.   

This project will examine existing certification and approval systems. The members of FTD will be interviewed and, based on these interviews, existing problems with the approval system will be illustrated. FTD has very few resources and it would be a very big advantage if FTD could learn from other systems, or even be incorporated in an already existing system. Also, in according to the used theory, it is relevant to examine several systems that are a part of the world as it is structured here and now. The importers and stores within FTD work with a very varied range of products. The handicrafts within FTD include countless product types, designs and categories. This complicates the approval process of the products. This is essential to the project. The project will culminate in recommendations for the future work in FTD, concerning the external monitoring committee and their work with the approval of members. An improved system will, additionally, end up benefiting both the costumers and the organizations, since an improved system will minimize the risk of deception in the system and, deriving from this, strengthen the sale of FT products through stronger consumer confidence.

For our interviews, appearing in the empirical material, we identified the stakeholders within FTD and developed questions to research the problems with the present approval system, according to the members of FTD, and additional to discuss, according to the members, what could be done to improve the system. These stakeholders are the members of FTD - importers and stores – and members of the external monitoring committee of FTD. The members are experiencing the system in their everyday, which makes them qualified as respondents. The questions for the interviews were put together to fit our main problem in this project, by questioning the respondents on what problems they find in the present system of FTD. Further, a question for discussion was what could be done to improve the system. In general, the questions in the interviews are developed to fit the questions posed by FTD, to cover the aspects posed in the deepening of the problem formulation.

A lot of different viewpoints came up during the interviews and even though many of them were alike, there were some clashes of meanings. As addressed in the delimitation below, FTD is an organization, probably like many other organizations, with very passionate members with clear attitudes towards specific topics and, inevitably, sometimes attitudes are clashing.

The analysis should result in some tangible recommendations for FTD. However, we are not going to make any final conclusions on what FTD should do, the vision is to provide some recommendations, relevant for FTD, based on the material we gathered. Other researchers could use other approaches and methods to research the problem, however, the recommendations are an expression of our research, carried out based on our posed method. Also, we are aware that further research would be useful to examine the problem even further, and with a broader focus for a more nuanced perspective. 

The problem posed in the problem formulation will be examined through the chapters of empirical material, theory and analysis. Below is presented a more thorough review of the chapters.     

The empirical material will, additional to the material collected through interviews, contain a review of FTD as organization and their present approval system. Additionally, three other relevant FT organizations will be presented; these are FTM, WFTO and FLO. The systems of these FT organizations will be reviewed, along with two other organizations (EFT, FSC) related or relevant to the FT question. These other organizations will be presented as inspiration to the development of FTD’s system. The problem of this project is to analyze how the approval system of FTD can be improved. To obtain the most nuanced analysis, and from that be able to provide the most qualified recommendations, we have chosen to implement and discuss other working FT systems, or systems related/relevant to FTD, in order to examine if FTD could learn from these already existing systems. A very beneficial feature is that these systems are familiar with the circumstances that arise when dealing with FT. Instead of FTD developing a system itself that may already exist, we have chosen to examine other systems. This will ideally save resources, as the organization does not have to develop maybe already existing knowledge all over again to improve their approval system. 

As for the material gathered through the interviews, the most relevant quotes and discussions will be featured and combined. The answers will be presented to use in the analysis, where specific problems from the respondents will be addressed and tried solved through recommendations.  

The theory chapter will consist of a review of free trade to present the argument between free trade and fair trade. This is done by presenting classical trade theories by Adam Smith and Ricardo, who advocate free trade. A definition of fair trade will be included as well. The arguments between the two trade forms are relevant to include, as they mainly argue over the concept of fairness. It is crucial to have an understanding of the concept of fairness to provide an answer to our sub-question, concerning whether or not the FT principles can be analyzed as fair. 

We will examine what fairness is, by using the notions of Nicholas Rescher and Steven Suranovic, two theorists that are both aware of the many aspects of the concept. In addition, Adam Smith's idea of moral is used to present a theoretical aspect of the approval system of FTD. 

To help answer our problem formulation, we use the justice theory of Amartya Sen. He presents us with a comparative approach to eliminate injustices, which is relevant for our problem formulation, since we need to compare other approval systems relevant to FTD's system.

In the analysis, we will examine what it takes to improve the approval system of FTD, with consideration for the economic and organizational resources of FTD. For instance, if FTD would strengthen their system through a certification body, how many audits should be implemented, could it be done with the current monitoring body and how much would it cost?

In the conclusion, we will review our recommendations for FTD drawn on the background of the analysis. 

6.3 Critique of methodology 

Deriving from the chosen method, some critical factors can be discussed. 

The qualitative method in general can be debatable. The qualitative method strives to study the formulated question in depth. However, this results in the qualitative method never being able to be reliable, as the gathering of the empirical material can never be imitated because of the unstructured execution (Bryman, 2004: 273). 

Concerning the external reliability of our research, it can be argued as impossible to replicate, primarily because of the technical obstacles concerning the research, such as the semi-structured interviews; But also the circumstances being that we wrote the thesis in cooperation with/for FTD, and one of the authors' implementation in the FT community, through internship and a history as volunteer in the organization. Further, it can be argued that qualitative research tends to be more subjective than quantitative research (Bryman, 2004: 284). 

The research conducted in this project can be argued to be affected by the unsystematic views of what is important and significant. This can be the case with the interviews that was semi-structured, on the basis of what we thought was important for the formulated question, and the respondents views on what is important, which resulted in the impulsive discussions. However, we feel that this method was the most awarding for the project, as the stakeholders of FTD that was interviewed are the ones that are familiar with the problems of the approval system of FTD. They all definitely had a qualified opinion on the topic and a position on how the system can be improved. We were given, from FTD, a certain problem to analyze and we adapted our methodology, for interviewing relevant respondents, to suit the needs of FTD.  

Concerning the validity of the project, the external validity of a qualitative research is often questionable because of the tendency to employ case studies and specific samples (Bryman, 2004: 273). This can also be argued to be the case in this research, as we have a very specific question posed by a very unique organization. The research of this project could be generalized to other similar organizations with similar systems as FTD, for instance the BAFTS (British Association for Fair Trade shops), but besides that, the area for generalization of this project and problem is very limited. It is questionable if generalization is possible. As for the case in this project, where the stakeholders of one organization is being interviewed, it can be argued as impossible to generalize the findings to other settings (Bryman, 2004: 285). Of course, this critique is a matter of concern but may not be as relevant for this project since the aim is not to generalize, but to make recommendations for one specific organization.     

Concerning critique of the interviews, it would have been a great opportunity to be able to talk to the producers that are monitored by the importers in FTD. However, this was not possible, primarily because of the amount of time we had to finish the project and the financial question. It is hard to get in touch with the producers in the developing countries, as correspondences through email and telephone is not that common. Further, as we were told in some of the interviews by the importers, many people in those cultures that FTD’s producers resides in, hold a skepticism towards unfamiliar methods, like monitoring reports and in general written contact. Therefore, we chose not to implement the producers' views in this thesis. On one hand, it can be argued as lack of essential multi-faceted impressions that we have not implemented the producers' views. On the other hand, it can be argued that the producers' views are not really relevant to the problem in this project, concerning how the approval system of FTD can be improved. Of course, we might have gotten some more details on the problems with the approval system, as it works today, but the importers were very helpful in giving their impression of the producers' impression of the system. How objective and true these impressions are, can of course be discussed, but in general the importers were very informed on this subject, as they have had problems describing to the producers why the procedure of the system is important. 

Further, the number of respondents can be discussed critically. FTD currently have eleven import members, ten store members and five members of the external monitoring committee. These are the respondents to interview. However, we were not able to interview all of the members but we quickly discovered great similarity among the responses we were able to collect. 

Unlike other studies, we have dealt with a very specific problem and a very specific organization. To FTD, it is not relevant whether the findings can be generalized. It would have been nice to interview all members, but most of the intended respondents did not reply our inquiries and several other conditions, such as relocation, made it hard to get in touch with all of the respondents. 

However, it should be mentioned that during this writing process, it has become obvious that the organizations we address are primarily non-profit organizations or organizations with limited resources. Additionally, a great deal of the people involved in the stores, and to some extend the importer businesses, are volunteers, which can be argued to cause a lack of incitement for participating in an interview. Most of the responses to our emails were that, due to limited resources, they did not have the opportunity to personally respond to our email, and to answer our questions. They could only refer to their homepage. Some did not even reply after several inquiries. Therefore, it has been very difficult to get relevant information for the empirical material, as approximately 33 percent of the possible respondents was interviewed. In addition, we conducted an interview with a consultant from a consultant company certifying FSC businesses.  

The following critique is written by a FT fighter, because one of the authors of this project has strong relations to FTD and the FT community: I was an intern in FTD for five months, during my 9th semester in the fall of 2011, which resulted in the opportunity to write this thesis. Besides, I have been a volunteer in the FT stores in Odense and Aarhus for six years, and currently I am a member of the board in the FT store in Aarhus. Considering this background, my objectivity can be questioned. However, my five years at the university have provided great knowledge of the skill to reflect, and I certainly have learned at the university and during my internship that there is always two sides of the same coin. It can be argued that my conviction, that FT is a great way of developing the underdeveloped parts of the world cannot be denied, but my co-author and the professionalism gained at the university, have kept me on the objective path. Despite my passion for FT, I am very passionate about objective and usable projects. To me, it is always very interesting to research something that you are “sure of”, because it very often turns out to consist of so many factors that were not predicted and known. That is also why I like to write projects concerning FT, because I want to explore the topic, and I know if any, through my work with FT, the critiques that are often directed towards the movement. As examples, the questions about FT distorting the market forces, the essential question on why we just don’t pay the producers twice as much as conventional traders, and so on. These questions are very important to reflect on and I am definitely not glorifying FT (anymore). I support it, but I am big enough to recognize and discuss the critical topics that arise when addressing FT.   

Additionally, it should be mentioned that we are not paid by FTD to write this thesis. They expect some relevant and realistic recommendations, concerning the structure and economy of the organization, on how to improve their approval system. 

6.4 Delimitation

In this section, we will discuss some factors that could have been relevant for the discussion concerning the question, how can the approval system of FTD be improved, which nonetheless, either did not suit the red line in this project, or had to be cut to fit the required amount of pages. So many factors are relevant in discussing this topic, however, in order to stay within our scope of the project and comply with the maximum of pages we cannot exceed, we have had to make several delimitations.

Originally, the intention was to theoretically set up an ideal approval/certification system, and then analyze if FTD could realistically implement this ideal system, taking into consideration the vision, background and resources of FTD. However, that idea was abandoned when we explored further into the theory of the project. We discovered that setting up an ideal system has been criticized by Amartya Sen, who instead promotes the idea of comparing levels of justice and both recognizing and diminishing injustices. This approach seemed much more suitable to the scope of our project and it provided us with a method to create more tangible recommendations for FTD.

Also, we meant to examine how much it would actually cost, for FTD, to implement our recommended improvements of their current system. However, it would be too broad to implement this aspect, and also, as the project structure ended up, it would not suit the scope. 

We did not address the relevant issue of the difficulties of working with a different culture, primarily because of the fact that we did not interview any producers, we find it less relevant to discuss this problem. However, since the countries where the products of FTD are produced differs in terms of development and culture (for instance, recently decolonized, having different working methods, different cultures and so on), the importers we interviewed sometimes find it hard to unite the Danish trade structure with the trade structure of their producers'. Since there are so many dissimilarities in the trade structure, sometimes it takes a lot of work to close a deal that would have been relatively smoother to close with a producer resident in, for instance Denmark.  

Furthermore, we have not thoroughly addressed the internal issues of FTD. There is a separation in opinions in FTD, on one hand there is the importers and on the other hand there is the stores. Since, inevitably, these member types are different, concerning priorities, these two groups tend to have different opinions on the same question. To some extent, it has been addressed in the analysis where the different viewpoints of the interviewees have been discussed. Further, the latest change of daily manager caused a lot of internal problems in the organization. Also, the reduced contribution of the Danida funds to the organization, caused a lot of internal problems and frictions. However, all of this is very abstract and we have chosen not to incorporate it. The only thing we have mentioned is that the members of FTD find it hard to agree on issues like an increase in membership fee.

7. Theory

In the following chapter, the theories of the project are presented.

7.1 Definition of Free Trade

Free trade, in its purest form, is trade without any tariffs, quotas or subsidies. It is conducted without interference from the government, and the functions of market-flow reflects demand and supply (Pugel, 2007: p. 3). The pure form of free trade has probably never been performed. However, there are examples of tariff-free trade with specific commodities between, for instance, the members of the European Union (Goldstein, 2008, p.3).

“Free trade occurs when goods and services can be bought and sold between countries or sub-national regions without tariffs, quotas or other restrictions being applied.” (Stats.oecd.org).

In contrast, in a non-free trade market, the prices are fixed and are not just based on demand and supply. National governments perform protectionist trade policies, like tariffs and subsidies, which inevitably affects the market structure. As an example, even though the European Union may carry out some tariff-free trades between their member countries, they share external trade barriers and policies, which affect the international market. A unique feature for the EU, as an economic union, is the shared economic policies, both fiscal and monetary (Pugel, 2007: p. 239-240).

Another example of this structure is the North American Free Trade Area (NAFTA). Like the EU, NAFTA removes trade barriers between member states but maintain national restrictions for imported commodities from outside the trade area (Ibid).

In addition, customs unions are, as well, conducting free trade between member states, but like the EU and NAFTA, they share trade barriers for trade outside the union. An example of a customs union is The South Common Market (MERCOSUR). However, unlike the EU, customs unions do not share common fiscal and monetary policies (Ibid).

7.2 Classical Trade Theories

Two of the most important theorists in trade theory history are Adam Smith and David Ricardo. Both Smith and Ricardo advocated free trade with the means of market advantage.

Adam Smith was the first of the two to develop the argument for free trade. In his time, a nation's wealth was measured by its amounts of gold and silver, therefore, export was seen as good for prosperity, while import of goods were viewed as something bad that would make the country less rich. Because of this perspective of trade, taxes and subsidies were implemented in order to protect the country's wealth. The same rules and regulations were even applied domestically between cities. Smith argued that import was as important as export, and that countries would only gain from it. After all, who wants to trade if everyone thinks they would only lose from it. He also stated that a country's wealth should not be measured by its amounts of gold and silver, but by its gross national product (meaning the total of production and commerce).

In Smith's early work (The Theory of Moral Sentiments, 1759), he described human beings as self-interested but with sympathy for others. He stated that it is in human nature to aim for harmony, which is achieved by the awareness of, and interest in, the happiness of others. He explained the possibility of people being both selfish and with the desire to help promote the happiness of others. He stated that, within us, we have an impartial spectator condemning or approving actions, both those of our own and those of others. According to Smith, the voice of the inner spectator is impossible to completely disregard (Smith, 1759).

Smith used this notion in his later work (An Inquiry into the Nature and Causes of the Wealth of Nations, 1776, today shortened and known as “The Wealth of Nations”) when depicting economical order – including his most famous work: 'the invisible hand'. He claimed that free trade would not create chaos but instead, as guided by an 'invisible hand', improve social harmony (Adam Smith Institute). By allowing everyone to produce what gives them the best (or even absolute) advantage on the market, with only competition and demand to determine prices, it serves the interest of everyone and the market would be efficient and self-regulating (Helium). Although Smith's initial thoughts on an advantage-based market were focused on domestic relations, it is applicable to international trade as well. 

As an example, one country is more efficient in producing coffee, due to reasons such as weather-conditions, and another country is more efficient in producing cloth. Smith's argument is that the country that is better at producing coffee, should focus on this advantage and remove competition, thereby gaining absolute advantage, and the country that is better at producing cloth should do the same. The two countries would then not waste resources on producing something they have less advantage in and could trade with each other to gain the missing product (Ibid).

Adam Smith's theory uses only the value of labor as the cost of production, also known as the 'natural price'. To be realized, the theory requires that all natural prices of products would have to be the same. Because of this, the theory is described – by Smith as well – as an ideal type of a self-regulating liberal market and not something that actually exists in the real world (Ravenhill, 2008: p. 41).

“For the ideal-type to be realized, according to Smith, the 'market price' of every commodity in circulation in the economy would have to equal its 'natural price.” (Ravenhill, 2008: p. 41).

David Ricardo also advocated for free trade. He identified the lack of Smith's absolute advantage theory. The issue arose when a country would have absolute advantage in making more than one product. For instance, if we examine the example given above where one country is better at producing coffee and another country is better at producing cloth, it is possible that one country is better at producing both coffee and cloth, leaving the other country with no advantage. This is based on Smith's theory, using only the value of labor as production price. Ricardo took the theory further. His thoughts of an advantage-based trade system were not that it should be based on having absolute advantage but a comparative advantage. The production price should not only be measured in the value of labor, but also what it costs to produce in relations to producing other products they might be able to specialize in. This price was coined as 'opportunity cost' (World Trade Organization, homepage). Ricardo's comparative advantage theory is best explained by giving an example:

If we hold on to the example given to explain Adam Smith's absolute advantage theory, we have country A that produces coffee and country B that produces cloth. The only thing we will change is the fact that one country is now better at producing both coffee and cloth: Country A produces 200 bags of coffee or 100 pieces of cloth. Country B produces 50 bags of coffee or 50 pieces of cloth. It is obvious that country A is better at producing both coffee and cloth, but if the country was supposed to gain absolute advantage on both, the opportunity price would be bigger. If country A produces both products, they would only be able to produce 100 bags of coffee and 50 pieces of cloth. At the same time, country B is producing 25 bags of coffee and 25 pieces of cloth. With the production of the two countries it gives 125 bags of coffee and 75 pieces of cloth.

 If the two countries were to trade, they should each specialize in either of the two goods. According to Ricardo's theory, it should be opportunity cost that determines which country should produce what. In the given example, country A gives up 2 bags of coffee to produce 1 piece of cloth, while country B only gives up 1 bag of coffee per extra piece of cloth produced. This means that country B has less opportunity cost with producing cloth than country A. When producing coffee, country A gives up ½ piece of cloth, while country B would have to give up 1 piece of cloth. This gives country A the comparative advantage on producing coffee and country B the comparative advantage on producing cloth. If they were to specialize in this order, the two countries would now have 200 bags of coffee and 50 pieces of cloth combined. If the two countries still wanted to have 75 pieces of cloth (as they could have if they each produced both products), country A could give up the production of 50 bags of coffee to produce the remaining 25 pieces of cloth. This would then add up to 150 bags of coffee and 75 pieces of cloth. These amounts, if using the example of comparative advantages, are better than if each country produced both, showing that the two countries trading is better than if they did not. What is left is just for the countries to settle on a price between them, for instance 2 bags of coffee for one piece of cloth could be an obvious solution. While some countries may not have an absolute advantage in anything, every country has a comparative advantage in something (Library of Economics and Liberty)(Ricardo, 1821: chap. 7).

7.3 History and Definition of Fair Trade 

According to the World Fair Trade Organization’s website, FT differs from conventional international trade as it aims for higher justice for marginalized producers and workers, and thereby helps to increase development. The ten principles of FT, depicted on the WFTO website (see appendix A), are all measures to ensure that justice and fairness are achieved in the trade. With over a million producers and workers benefiting from FT today, FT is growing fast and is creating awareness all around the world. 

FT has been shaped into what it is today ever since the end of World War II. The first FT organizations started in North America. At this time they were known as humanitarian efforts and missionary projects. They were called Alternative Trade Organizations at first. Edna Ruth Byler was the first, in 1946, to establish a FT organization. It was called Ten Thousand Villages and it imported needlecrafts from women in Puerto Rico. The organization opened up its first store in 1972, a few years later than the first opening of a FT store in Europe in 1969. It was particularly in the 1960's that FT developed in Europe. In 1968 the United Nations Conference on Aid and Development embraced the concept 'Trade not Aid' and made FT a part of development policy (Fair Trade Resource Network). 

It was European humanitarian organizations, including Oxfam that opened up the first European FT store in the Netherlands. It was also in the Netherlands, in 1988, Max Havelaar developed the first FT certification system, introducing labeling to FT products as a security. Today we know the Max Havelaar label as the FAIRTRADE mark. The following year, in 1989, The International Fair Trade Association (IFAT) was established. Today we know IFAT as the World Fair Trade Organization (WFTO). In the following decades, regional and national FT associations and new labeling organizations formed rapidly worldwide (Ibid).

With the focus on decreasing the difference between rich and poor, what FT is basically about is achieving a more equal trade between the developed countries and the developing countries. It is a trading strategy aiming to improve trading conditions, sustainability and fair wages (higher than by conventional trading) for the producers (Zaccaï, 2007: p. 127). 

“Fairtrade is a strategy for poverty alleviation and sustainable development. Its purpose is to create opportunities for producers and workers who have been economically disadvantaged or marginalized by the conventional trading system.” (Fairtrade.org.uk).

In addition, FT promotes ecological as well as economical sustainable production methods. The goal is development and thereby better living standards - for instance with the principle of continuous commercial relationship which ensures regular payments for the producers (Zaccaï, 2007: p. 127).

7.4 Free Trade versus Fair Trade – the Argument Introduced

In the last few decades more and more demonstrations have been witnessed against globalization and international organizations. To name a few: in Washington in 2000, outside headquarters of the International Monetary Fund and the World Bank, and again the same year at the meeting between the two organizations in Prague; in Italy in 2001, at the annual G8 summit. The key argument of those who demonstrate against those who advocate globalization and free trade is, that it is not fair. They argue that the actions of multinational co-operations and international organizations are not benefiting economic equality, prosperity and the environment, but are exploiting workers with bad working conditions and low wages and are, thereby, worsening development. It is said that free trade and the high profits of multinational co-operations are unfair, instead they argument for fair trade.

The counter-argument from the international institutions and organizations and multinational co-operations is that free trade is not unfair. They argue that the low wages are still fair because they are above minimum wages. Furthermore, it still contributes to development, as even the low legal wages are better than the alternative of illegal low wages. Actions taken by the WTO and other international organizations help to prevent unfair trading; such as the anti-dumping and countervailing duties laws policies. In addition, it is argued that free trade increases economic growth and, thereby, living standards and finances to focus on the environment. The argument is for free(r) trade (Suranovic, 2010: chap. 125, part 1).

Both points of view are in favor of fairness – as opposed to unfairness. This means fairness must be able to be viewed plausible for both free trade and fair trade.

7.5 Fairness

To define fairness is not an easy task. According to Steven Suranovic, professor of international economics, fairness is a normative principle that advocates: good as opposed to bad, right as opposed to wrong, just as opposed to unjust and ethical as opposed to unethical.  A normative principle seeks what should be or what ought to be and wishes to avoid and eliminate the opposition. However, many normative principles are being mixed together with the idea of fairness, such as: equality, justice, equity and morality, so the boundaries between are close to impossible to distinguish when solely stating that something is fair – or unfair (Suranovic, 2010: chap. 125, part 2).

To begin with, it is important to be aware of the fact that fairness is not the same as reaching the state of equal distribution. In his book, titled “Fairness”, Nicholas Rescher stresses that it is the process of distributional justice that is concerned with fairness, not the actual amount of goods and bads received in the end: 

“Fairness, at bottom, is a matter of equity of process—of dividing goods or bads on the basis of general principles that pertain to everyone alike. 

[...] 

The “principle of fairness” does not juggle outcomes in the sort of way that this passage contemplates—its prime concern is with process and not product.” 

(Rescher, 2002: chap. 1, p. 13). 

Inequality is often being accused of being unfair because people do not get to enjoy the same amounts of goods. However, distributive justice is not just a matter of dividing goods, but also a matter of dividing bads. People may not get the same amount of goods (or bads for that matter) but that does not necessarily mean that it is unfair. Cincerning claims, most people would agree that not everyone has the same claims (meaning a person’s legitimate rights). As an example, Rescher points out that it is not unfair that a worker receives wage while a person who does not work receives no wage. Neither is it unfair that a captain of a ship receives a higher wage than the cabin boy. The same goes for winning the lottery; there is nothing unfair in the winner receiving the prize while another lottery player, who did not win, receives nothing. It has to do with justice and it is the process of it that has to be fair (Rescher, 2002: chap. 1). 

Rescher adds that to deserve something, is not the same as having a claim to it. He gives an example: a worker is hired for a job that pays more than what the normal value of that work is. This means that the worker may not deserve the payment but he does have a legit claim to it (Ibid).

It is nearly impossible to define all aspects of fairness without feeling left more confused than enlightened of where the boundaries are. Steven Suranovic has defined what he calls ‘the seven principles of fairness’. They are normative principles all relating to different norms but all invokes fairness. Suranovic argues that these principles show us why fairness does not mean the same to everyone and therefore also why both advocates for free trade and advocates for fair trade can come to different conclusions on what is fair (Suranovic, 2010: chap. 125, part 3).

Distributional Fairness

Income and wealth among all peoples are far from equal in today’s globalized world. Where some people enjoy vacations and high living standards as well as high income, others are struggling just to make a living. There are rich people and there are poor people and the same goes with countries. It is also evident that the gap between the two is widening, making the rich richer and the poor increasingly poorer. To many, this is an unfair reality. With the general view of all peoples: white, black, male, female etc. all being inherently equal, the distribution of wealth is certainly not. However, it should be noted that Rescher is against the notion of unequal distribution as being unfair in itself (Rescher, 2002: chap. 1).

Suranovic states that distributional fairness, in its extreme form, implies a society with complete equalization in wealth and income, known as egalitarianism. However, many will not seek towards this extreme form as it involves egalitarian socialist and communist regimes that have failed in the past. The general goal within distributional fairness is to move towards a more equal distribution in the world rather than moving away from it. These people will argue that all policies helping to increase the difference in distribution are unfair policies and that all policies doing the opposite, reducing the difference in distribution, are fair policies (Suranovic, 2010: chap. 125, part 4).

Non-Discrimination Fairness

Non-discrimination fairness is the idea of equality of actions - and that governments, businesses and people should treat everyone as equals (Suranovic, 2010: chap. 125, part 5).

With the notion of everyone being equal, actions against everyone and by everyone should therefore also be equal; equal treatment for equals. Actions moving against equal treatment are discriminatory and unfair. For instance, everyone should be able to vote, whether they be women, men, landowners or not, and so on, and no one should be refused service based on discrimination. Governmental policy changes have been made, through time, to avoid these issues (Ibid).

In relation to international trade, the WTO is advocating non-discriminatory trade. Member countries of the WTO enjoy favorable trade policies with each other. Also, foreign businesses operating in a member country of the WTO will share the same treatment as national businesses, including taxes and regulations (Ibid).

Those against globalization argue for equal treatment, wages and labor standards amongst all workers across countries.

Non-discrimination fairness stands for equal treatment and policies eliminating or reducing discrimination (Ibid).

Golden-Rule Fairness

Golden-rule fairness is built on the idea of treating others like you wish to be treated yourself. If something is perceived as harmful to others you should not do it. The same goes the other way around: if something is good and helpful you should do it. As examples, Suranovic, mentions that murdering someone is rather universally viewed as a wrong-doing and harmful and so you should not commit to that action. For doing good, contributing to courses like giving to the poor is an action that is seen as good and, therefore, should be desirable (Suranovic, 2010: chap. 125, part 6). 

The golden-rule fairness is basically a guide for being moral, which is also why Suranovic acknowledges that it perhaps implies more to morals than fairness. However, it can be applied to fairness in some ways. For instance, when playing a game, it is generally seen as unfair if someone cheats, because violating the commonly set rules to give yourself an advantages means damaging the winning possibilities for others. This is viewed as committing a harmful action. Suranovic applies the “rule-breaking” example to international trade context by explaining that when countries break treaties or agreements it is seen as breaking the rules, which is an unfair action. He also mentions member countries of WTO that argue other countries’ violations before the Dispute Settlement Board (DSB) (Ibid).

Furthermore, since doing harm to others is a wrongdoing according to the golden-rule fairness principle, it is also unfair when businesses engage in predatory dumping. Predatory dumping is when a business sells its products at a price below the production costs. This harms other competing businesses, which are forced to shut down. The predatory dumping business will then raise its product prices to regain what was lost in the first stage. This way of doing business harms others and is therefore a violation of the golden-rule fairness principle (Ibid).

In addition, it is not only the act of doing harm that is violating this principle, but also the lack of doing good. Suranovic mentions the low percentage of national income the US is donating to foreign aid. This is often viewed as unfair. Businesses, organizations and countries are to not break treaties and agreements and do good to others, while avoiding doing any harm, if they are to not violate the principle of golden-rule fairness (Ibid).

Positive Reciprocity

The principle of positive reciprocity fairness, concerns equal positive outcomes for both parties. When someone does something nice for you, for instance taking care of your pets when you are on holiday, it is (if not expected) viewed as fair if you repay them with a small positive action in return - like giving them a gift. However, it is important that the gift is equal in value to the action the other did for you; so if you buy an expensive gift for a relatively small favor, it does not have equal value, thus becoming unfair and inappropriate (Suranovic, 2010: chap. 125, part 7).

In the labor market, positive reciprocity fairness applies to wages. The amount of money a worker is paid, ought to be equal in value of what the worker is doing. However, it is worth noting that it can be hard to determine the exact value of a worker’s contribution. If wages are not matching the work that has been done, it is viewed as unfair. Suranovic mentions CEO’s who are being paid millions of dollars while factory workers are being laid off. An example has been NIKE, which had factory workers in Indonesia, who were paid approximately 2 dollars per day; while famous sports stars like Tiger Woods earn millions of dollars for advertising the company. Suranovic adds that it can be argued that these actions are fair (just think of all the publicity a sports star can give a business) but that many will condemn it to be unfair (Ibid).

In international trade context, positive reciprocity is a principle of negotiations within WTO negotiation rounds and when countries are negotiating free trade areas. Changes a country makes in domestic policies and with tariffs in order to benefit other countries should be reciprocated, otherwise it is unfair and the negotiations will most likely fail (Ibid).

Negative Reciprocity

Negative reciprocity is an extension to the positive reciprocity fairness principle. While positive reciprocity implies that positive actions should be reciprocated with positive actions of approximately same value, negative reciprocity implies that a negative action should be met with a negative action in return. As an example, Suranovic mentions breaking the law. If a person breaks a law, that person should be punished. It is once again important that the value is equal, meaning that if you do a minor crime you should get a minor punishment and if you commit a serious or major crime you should get a major punishment. For instance, breaking traffic laws like illegal parking is reciprocated with a fine. Committing a more serious crime like harming another person – violence, rape, murder – is reciprocated with (many) years in prison (Suranovic, 2010: chap. 125, part 8).

In relation to trade, the example of US countervailing duty code is mentioned. If a foreign government makes subsidies on an exported product, the US is allowed to reciprocate with tariffs (ibid).

Negative reciprocity fairness is, like positive reciprocity fairness, all about meeting an action (positive or negative) with a response that is equal in value (benefiting or harming) (Ibid). 

Privacy Fairness

Steven Suranovic calls privacy fairness a ‘neutral application’ of the golden-rule principle. He explains by writing that if you do not wish anyone to limit your privacy and freedom, you should not do anything to limit others’ privacy and freedom. “In other words, leave them alone” (Suranovic, 2010: chap. 125, part 9). However, it is implied that to “leave them alone” this action should not restrict the privacy or freedom of others.

“Privacy fairness requires that actions taken by an individual, that solely or primarily affects oneself, should not be prevented.” (Ibid).

The example given of privacy unfairness is that of prohibiting marriages, for instance between homosexuals. To many people this is viewed as unfair as it does not have a huge impact of the lives of others. Abortion laws have had similar reactions (Ibid).

In trade relations, privacy fairness concerns state sovereignty which means the right for a nation to set its own laws and policies - and privacy unfairness occurs when those laws and policies are forcing other countries to change their laws and policies as a result. When a country is forced to change laws and policies to be consistent of those of other nations, it lessens state sovereignty. Especially people advocating against globalization are concerned with these types of actions. As an example, when foreign entities (like the WTO) have the power to force changes in a country’s domestic affairs. The same goes for developed countries that influence poorer countries to change labor and environmental conditions to fit their own standards. This is seen as a loss of sovereignty, thus threatening privacy fairness (Suranovic, 2010: chap. 125, part 9).  

Maximum Benefit Fairness

Concerning maximum benefit fairness, Suranovic adds that many economists would not view efficiency as being part of fairness. However, Suranovic argues that wanting to maximize well-being and benefits is a normative principle and many economist would be in favor of maximizing the net profits to benefit people through policies and actions; Therefore, it can be seen in relation to the idea of fairness (Suranovic, 2010: chap. 125, part 10).

The example given by Suranovic is a situation where a business needs to hire a new employee. Most would agree that choosing the new employee based on gender, skin color or religion would be unfair. Same as most people would agree that choosing the new employee based on skills and ability to do the job the best, and thereby serve the company better in its profit-making, is the fair way of choosing. This suggests that most would find it fair for the business to seek to maximize its profit (Ibid).

Those in favor of globalization and a move towards a freer market argues for maximum benefit fairness, as they view this to be what will increase global economic wealth around the world. In addition, most economic models shows that free trade provides the best possibility of increasing productiveness in the world economy – which will also lead to better living standards. This is argued to be the ‘right way’ to go, meaning it can be viewed as fair (Ibid).

With these seven principles of fairness, outlined by Steven Suranovic, it is clear that fairness can be viewed in many different settings and from different angles. It is appropriate to conclude that with these examples, the argument between fair trade and free trade cannot be settled in one being fair and the other being unfair. That ‘fair’ is a part of the terminology in fair trade does not exclude free trade from also being fair. Fairness seems to be in the eye of the beholder and cannot be pinned to only one of the two trade forms.

Furthermore, fair trade, as a trade form in itself, is not necessarily the opposite of free trade. Supporters naturally argue that fair trade is a trade form with restrictions for the better. Free trade and fair trade share some common interests, they are both concerned with achieving the same goals: global justice, poverty alleviation and global prosperity. It is the method of achieving those goals that differs. Free trade advocates argue that, with free trade, the market will eventually come to equilibrium, which will benefit all nations, both rich and poor. Fair trade advocates fear that if the market were free, the development would be that the rich would become richer and the poor would become poorer. Moreover, fair trade defenders believe that, with achieving global prosperity, the immediate needs of the poorest, must be recognized (Global Envision). 

Choosing between free trade and fair trade is a matter of choosing between methods of achieving the same end goals. This could be based on personal and/or professional opinion, principles, morals and ethics. Both methods are bound to experience support as well as criticism.

7.6 Justice

On the matter of justice, Amartya Sen has written a book, titled The Idea of Justice (Sen, 2009), that criticizes the pre-eminent theories on the matter, in particular he identifies the shortcomings of John Rawls' theory of justice in his book, A Theory of Justice (Rawls, 1973). Rawls' theory, called 'justice as fairness' is based on a critique of utilitarianism. Utilitarianism argues for the satisfaction of the majority, which means a society should arrange its institutions to achieve this goal. According to utilitarianism, social well-being is based on the satisfaction or dissatisfaction of people, not in what results in this. For instance, Rawls gives the example of men who are satisfied with discriminating against others. If society denies them the satisfaction of doing so, or suppresses them, it will merely be because greater well-being can be achieved by doing so. Rawls' theory on the other hand, proposes a framework of which society can build their institutions upon and that people then can regulate their satisfaction in order to fit. He suggests that there should be a set of principles to which people agree upon from the starting point (Rawls, 1973: p. 31).

“In justice as fairness, on the other hand, persons accept in advance a principle of equal liberty and they do this without a knowledge of their more particular ends. They implicitly agree, therefore, to conform their conceptions of their good to what the principles of justice require, or at least not to press claims which directly violate them. An individual who finds that he enjoys seeing others in positions of lesser liberty understands that he has no claim whatever to this enjoyment. The pleasure he takes in other's deprivations is wrong in itself: it is a satisfaction which requires the violation of a principle to which he would agree in the original position.” (Ibid).

Whereas utilitarianism is trying to achieve the best way of satisfying people, justice as fairness restricts what one's satisfaction (or what one sees as good) is in the first place. This is done by, as earlier mentioned, setting up some impartial principles of justice – an original position – so the concept of right comes before the concept of good (Ibid). 

It is exactly the idea of setting up an original position that has sparked the interest of Amartya Sen to write his book on justice (The Idea of Justice, 2009). Sen argues that an original position is very difficult, if not impossible to agree upon. To show how different the idea of an impartial resolution can be, he presents us with the example of three children and one flute. He named the three children Anne, Bob and Carla. All three children argue for the justice of getting the flute. First, Anne argues that she should have it, because she is the only one who can actually play the flute while the others cannot. Sen states that, if this is all we hear, we would agree with Anne. Second, Bob argues that he should have the flute as he is the poorest of the three children and has no toys to play with, while the others do. If Bob's argument was all we heard we would be inclined to give him the flute. Third, Carla argues that she should have the flute, as it was her who made it and the others wanted it right as she was done spending a long time making it. If we had only heard Carla's argument we would agree with her. If we had heard all three children argue their case it would be much harder to agree on who should have the flute. Sen presents us with this example to show that if we had only heard one position, we would have a much easier time deciding whom the flute justly should go to. Knowing all three scenarios, utilitarians, economic egalitarians and libertarians will most certainly disagree with each other on who should receive the flute. Sen points out that the economic egalitarians would side with Bob, in order to reduce the difference of economic means of the children. The libertarians would agree that Carla should own the flute as she was the maker and should enjoy her own work. Sen acknowledges that the utilitarians would have the hardest time choosing the right owner of the flute, but that they would certainly sympathize, more than the others, with Anne as she possibly would gain the most pleasure from owning a flute since she is the only one who can play it. However, utilitarians would have a hard time denying that both Bob and Carla could both be the just owners of the flute (Sen, 2009: pp. 12-15). 

This example shows how hard it is to set up an original position of justice that would then create a sort of ideal social system. Therefore, Sen calls for a comparative framework rather than an ideal starting point. He argues that, it is not only the issue of the competing principles on the matter of justice that is a problem, but also the fact that it seems unnecessary to discuss what an ideal just social system would look like, if we were to use a comparative framework instead. Again Sen provides us with an example to stress his point: If we were to choose between which of the Picasso painting or Dali painting is the best, it gives us no help to know, that the Mona Lisa painting, by Leonardo da Vinci, is the most ideal painting in the world (Ibid, pp. 15-18). 

To clarify, Sen argues that: “If a theory of justice is to guide reasoned choice of policies, strategies or institutions, then the identification of fully just or social arrangements is neither necessary nor sufficient.” (Ibid, p. 15).

Sen calls for theorists on the matter of justice to restrain themselves of focusing on how the world should look like and, instead, focus on how the world is here and now and how we can improve justice by removing injustices that surrounds us at present time (Ibid, pp. ix- xii).

7.7 Criticism of Theory

Below we will perform a short critique of the chosen theories. 

As regards the theories of Smith and Ricardo - absolute and comparative advantage - the critique would be that they both mainly operate with two countries and two products. In reality, countries need far more products to function and far more trading partners. The theories also imply that both countries consume products in the same amount and time. This would hardly be the case in every situation (Case, et al., 2009: p. 380). 

Amartya Sen's theory of justice has been criticized for being incomplete and lacking in proving that his idea, of comparative judgments, does not need an ideal of justice as a benchmark. Furthermore, his criticism of Rawls' justice theory has been criticized for being too weak. Sen distances himself from Rawls by arguing that it is near impossible for all to agree on a set of impartial principles of justice. With this statement, Sen is being criticized for not recognizing that Rawls' does not argue that his principles are the only reasonable ones, he only suggests they might be the best (Marx&Philosophy).

8. Empirical Material

Below, the empirical material will be presented. It will be used in the analysis, combined with the presented theories, to discuss the presented problem formulation on how the approval system of FTD can be improved. 

8.1 Organizations Within the Field of Fair Trade 

Fair Trade is an international movement with organizations placed all over the world. Below are described four organizations with utmost importance for this project. To begin with, we will describe FTD that represents the main actor in this project, and for whom the whole problem and scope of the project is put forward. Afterwards, another important and rather big FT movement in Denmark, FTM, will be presented. In addition to FTD, WFTO is described as the international partner and mother organization for FTD. Furthermore, FLO is presented as the international counterpart and partner to FTM.    

To introduce the four organizations it can be informed that none of these organizations sell products, they are labeling organization and/or trade organizations. Further, the general vision behind all of the organizations explained below is 'trade not aid'. The key statement is help to self-help. The vision behind FT is that the marginalized producers in the South do not want benevolent aid, they want to be able to trade. They want to be a part of fair world trade. Additionally, the presented organizations are all non-profit organizations (FLO – Fair Trade Glossary). 

The four reviewed FT organizations used in this project will be examined below. To create an overview to establish their relationship to each other, guiding the reader through the relations in terms of similarities, dissimilarities and internal relation of the Danish and international organizations, a short comparison to clarify the connection between them will be provided to introduce the reader to this chapter. 

We will begin with the organization that is the key actor within this project: FTD. FTD is a Danish trade organization for FT design and handicraft. FTD is a member of the international FT organization WFTO that is an international organization for FT. Both organizations monitor their members on their compliance with the ten globally defined standards for FT (WFTO, homepage 8). WFTO is therefore an important actor within FT internationally and especially relevant for FTD as affiliate. Concerning the problem posed in this project, it is relevant to examine WFTO as a possible actor. 

FTD is often compared and confused with FTM. FTM is a part of an international labeling for FT. This labeling concerns primarily foods and flowers, general products where it is possible to set generic standards (FTM, homepage 1). FTM is a part of the international organization FLO, that is an international joint organization of the labeling system (FTM, homepage 6). 

To sum up: FTD and WFTO are working together, monitoring the production of a product - primarily within the field of handicraft. FTM and FLO constitute an international labeling that certifies the raw materials used in the production. These organizations certify on the background of generic standards that is possible to set for materials like coffee, flowers, sugar and other foods. 

In the section below, the four FT organizations with the most relevance for this project is presented more thoroughly. In the following sections, we focus on the organizations' systems: the certification, approval and monitoring systems. The presentations are separated to provide a clear context as we are going to work with a comparison, and possibly inspirations from the different systems, in order to examine and analyze the problem formulation.   

8.1.1 Fair Trade Denmark 

FTD is a trade organization for FT shops and importers in Denmark. The organization is working to promote the sale of FT products, primarily within the field of design and handicraft (nonfood). The vision is to contribute to improving the living standards and sustainable progress for marginalized producers in the South, through product development, cooperation and sale of FT design and handicrafts. Producers in the South work with importers in the North. FTD follows the international standards for FT set by WFTO (WFTO, homepage 8).

FTD’s unbiased monitoring committee or WFTO approves the members of FTD. The approval system analyzes the ability of the producers to comply with the ten FT criteria (ibid). Below is outlined the 10 core principles, FTD works from. 

The 10 core principles of Fair Trade Denmark:

1. Creating opportunities for economically disadvantaged producers 

2. Transparency and accountability

3. Responsible and fair trading practices 

4. Payment of a fair price

5. Prevent child and forced labor

6. Commitment to Anti-discrimination, (gender) equality and freedom of association

7. Healthy and safe working conditions 

8. Capacity Building 

9. Promotion of Fair Trade

10. Sustainable environmental management

(FTD, homepage 2).

Present, FTD consist of fifteen import members and ten FT shops in Denmark. Furthermore, FTD has about twenty associated members, meaning only a percentage of the revenue comes from the sales of FT products. This constitues, for instance, the so-called shop-in-shops where a store sells some FT commodities among conventional commodities. More than 100.000 producers are associated in the organization, originating from Africa, Asia, South America and Caucasus. Moreover, the FT products of FTD are sold in more than thirty shop-in-shops and more than 300 conventional shops in Denmark (Ibid). 

The importers and stores within FTD work with a very varied range of products. The handicrafts within FTD include countless product types, designs and categories. The most typical material used for the products are: ceramics, textile, metal, glass, paper, wood and other natural products like hemp and jute. Often the material used in the production are recycled material, for instance, old plastic packaging from candy bags and juice cartons, old glass bottles, old car tires and so on. The final products sold in the stores are for example plates and cops, bags, toys, clothes, hammocks, baskets, jewelry and many other crafts (FTD, homepage 5).

Membership fees, private sponsors and Danida funds finance FTD. All FTD members, both stores and importers, pay a membership fee of 0.8% of the revenue of the business. To get an overview of the resources of FTD, the 2011 annual accounts has been enclosed in the appendix (Appendix B). The secretariat of FTD currently consists of one paid employee, daily manager Ida Ljunggren. Additionally, around twenty volunteers are connected to look after different tasks. Additionally volunteers primarily run the stores connected to FTD (FTD – Forslag til speciale emne).

The mission of FTD is to develop the prevalence of FT in Denmark, by promoting trading members, increase the knowledge of FT especially within design and handicrafts, promote the import of FT products, organize and serve the members of FTD, increase the cooperation with other FT participants/organizations and reinforce the self-earning of the organization in order to be able to work independently of funding (FTD, homepage 2).

Approved importers and stores will be monitored once every second year to maintain the FT standards. FTD members that are also members of the WFTO are monitored by the WFTO (FTD, homepage 1). Further FTD recognize 3 systems for FT approval, that is the approval through FTD, WFTO and FLO. It is of course very important for FTD that their members comply with the FT standard in order to increase the sales of FT products in Denmark, and thereby strengthen the possibilities for the producers in South. Further, importers can only sell their products to the Danish FT stores if they are monitored and approved by FTD. However, it should be mentioned that the stores have the possibility to get 20% of the total sales from non-approved FTD products. However the stores have to trade in the good faith that the products are produced under FT conditions and that the businesses have just chosen not to become a member of FTD for several reasons. The 20% of the revenue also contains the bags and packaging for gifts, CD’s and so on (FTD – about FTD 2011).   

In FTD the producers decide their pay in connection with the importer. The price is higher than if the producers sold the products conventionally. However there are no fixed price rates, the price is set from the criteria that the producer should be able to improve the living situation, including being able to pay of the productions costs and still earn money (FTD – about FTD 2011). 

The Nordplus Cooperation

In the problem formulation, the possibility of a Scandinavian cooperation is put forward. In connection to this research question, the Nordplus Cooperation should be examined. The Nordplus Cooperation is an initiative where Denmark, Sweden and Norway share information about FT. The purpose of the Nordplus project is to develop a set of teaching materials and possibly educate so-called FT instructors, whose job is to spread the word about FT at any occasion. In Sweden and Norway, the organizations included in the cooperation can be described as the Norwegian and Swedish counterparts to FTD (Nordplus – project summary 2011). The Nordplus Cooperation will be implemented as a possible actor, when it comes to analyzing the possibilities of a Scandinavian co-operation.

8.1.2 Fairtrade-mærket

Fairtrade-mærket (FTM) is a Danish FT organization concerning foods. The mark was revived in 2010 and changed its name from Max Havelaar to Fairtrade-mærket. FTM is part of the international organization FLO, as will be described below. The FTM is an international labeling for FT products in the field of foods and flowers (FTM, homepage 1). The same green and blue mark is used all over the world through the FLO system (FTM, homepage 4). Behind all of the FT-marked products stands an international independent control system. As for the products sold in the auspices of FTD, several importers, connected and certified through the organization, import the products. The producers behind the products sold with the FT-mark, obtain a higher payment for their commodities, which improves the living conditions for poor producers in Africa, Asia, South- and Central America. As for FTD, FTM is concerned with protecting the environment (FTM, homepage 1). The peasants incorporated in the labeling system are organized in cooperatives in order to obtain the best market access, because they can then deliver a higher amount of commodities. (FTM, homepage 3)     

The FTM is also the organization behind the initiative Fairtrade City. A Fairtrade city is committed to spread Fairtrade in several aspects, for instance to increase the knowledge and sales of Fairtrade. In general, the local authority should make decisions to promote public purchase of Fairtrade products. At public institutions, like the city hall, there should be served Fairtrade coffee and tea (MS, homepage 1). In Denmark, five cities are assigned the status of a Fairtrade City (MS, homepage 2).    

The FTM is organized as a fund without auctioneers and others that gain from the profit, except for the producers. Like in the case of FTD, the money flow does not enter FTM at any point, but is passed on directly from the importers buying the FT commodities to the producing peasants. The money that the FTM earns or have received in donations, in order to maintain the work with the labeling, is primarily member fees and grants from Danida. Profit, if any, is used to promote FT and the knowledge behind FT and FTM. When the peasants sell their products as FT they are paid a more fair and stable price. If the world market price should drop and stay low, the peasants are paid a minimum price that at least covers the production costs. If the market price goes up, the payment of the peasants follows. Additionally, the cooperative generates money from the sales of products, and the peasants decide jointly how to spend this money, for instance on schools or on improvements of the production process. To be a part of a FT cooperation, the peasant has to meet some social and environmental standards, same as for FTD producers. The products sold by FTM are products such as bananas, coffee, tea, sugar, chocolate and so on (FTM, homepage 2).   

FTM services the labeling system in Denmark on behalf of FLO (FLO – Fair Trade Glossary). 

8.1.3 World Fair Trade Organization 

“We have a dream. It is called The Sustainable Fair Trade Economy – a global marketplace where all individuals and organizations trade fairly and for the good of all people and the planet; where social, economic and environmental sustainability is not only common practice but a market precondition” (WFTO, homepage 4).

The World Fair Trade Organization (WFTO) is a global organization representing more than 450 FT organizations, for instance FTD. As written in the quote, the WFTO defines FT as a trading partnership based on dialogue, transparency and respect, and the organization seeks greater equality in international trade. The organization works for a change from the conventional trade practices towards a trade more focused on sustainability, rights and fairness (WFTO, homepage 5). WFTO began its work in 1989, and today the organization operates in 75 countries across Africa, Asia, Latin America, North America and the Pacific Rim, some of the most fragile places on earth. The WFTO works to improve the market access for marginalized artisans, farmers and producers through advocacy. By introducing and guiding them through policy, campaigning, marketing and monitoring, the WFTO helps the producers to self-help (WFTO, homepage 2). To become a member of the WFTO, the organization has to meet the ten FT standards (defined in the section concerning FTD) and demonstrate a 100% Fair Trade commitment. The organizations are monitored based on their ability to meet these standards (FTD, homepage 3). As earlier mentioned, FTD and WFTO work closely together and share system and some structure features.

“WFTO Members are not just pioneers of the movement but the innovators of the market” (WFTO, homepage 1).

The organization represents FT on several levels, from grassroots to the G8. The members represent the FT chain, from production to sale. The vision of the WFTO is to help develop a world where trade structures and practices work in favor of poor producers, and in addition promotes sustainability and justice (ibid).

 “WFTO’s mission is to enable producers to improve their livelihoods and communities through Fair Trade” (WFTO, homepage 1).  

As written in the quote, the vision of WFTO is to improve the working conditions and, through that, the livelihood of marginalized producers and to build a trusted global brand; A brand that symbolizes that the work of WFTO helps poor producers to improve their lives through trade (WFTO, homepage 4). 

Global and regional boards drive the WFTO. The boards consist of members elected by members. They are responsible for developing and implementing the plans agreed by the members. Besides the official office, the WFTO has regional offices in the regions where they operate and deal with members, for instance Europe (WFTO, homepage 3). 

As for the members of FTD, all members that are also members of the WFTO have to be monitored to ensure they are 100% committed to FT and meet the set standards within the organization. The members are monitored to improve their FT practices and develop their future work (WFTO, homepage 6). 

8.1.4 Fairtrade Labeling Organization & FLO-CERT 

The Fairtrade Labeling Organization (FLO) is an international organization for Fairtrade labeling that contains twenty-five member organizations. The organization is run democratically, both by the producers such as peasants and plantation workers, and representatives from Fairtrade organizations all over the world, such as FTM. FLO is the international organization developing and reviewing the Fairtrade standards for the regional organizations, and creates the context for the social, economic and environmental requirements within the Fairtrade system of FLO. 

Fairtrade is an open system, and every peasant that wishes to join the organization can do so, as long as the production meets the Fairtrade standards. To help the most marginalized producers to become members of FLO, a fund is developed from where peasants can seek funds to cover the entrance fee and costs (FTM, homepage 2). 

FLO describes their FT work as an alternative approach to conventional trade (FLO, homepage 1).

“Fairtrade offers consumers a powerful way to reduce poverty through their every day shopping” (Ibid).

As written in the quote above, FLO works, as the other organizations above, to improve the living standards for poor producers in the South through better and improved terms of trade, for instance via the development of the market access. For a product to carry the Fairtrade mark, the product and its traders have to meet some standards. The standards the products have to meet are designed to address inequity in conventional trade and the unequal situation of power in international trading relationships (Ibid).  

The Fairtrade standards used in FLO are set in accordance to the ISEAL
 code of good practice, for setting social and environmental standards. FSC, which will also be examined in this project, both uses and are members of the ISEAL as well. The standards are set on the basis of consultation with the major stakeholders within the FLO system. FLO has developed standards according to each product type that is certified (FLO, homepage 3).

The standards within FLO can be argued as being abstract. There is a set of standards according to the different bodies. The bodies are divided in the following sub-groups: standards for small producer organizations, standards for hired labor, standards for contract production, trade standards, product standards for small producer organizations (further divided in different product types), product standards for hired labor (further divided in different product types) (FLO, homepage 3). 

FLO and WFTO work together on several projects. They have developed the Fair Trade Glossary, on relevant FT terms, and present they are promoting trade justice together through their Fair Trade Advocacy Office in Brussels. The office is a joint initiative between, not just FLO and WFTO, but also EFTA (FTAO). 

FLO sets the international standards the member organizations have to meet, however, the organ securing the organizations in meeting these standard, are the certification company within FLO FLO-CERT (FLO, homepage 2).  

FLO-CERT

FLO-CERT is the inspecting and certifying body for FLO. 

“To contribute to the Social and Economic Development of Farmers and Workers in the Global South through a credible and competent Certification System.” (FLO-CERT, homepage 1).

As stated in the quote, the background for FLO-CERT was to create an organ that could offer a transparent and trustworthy certification system. FLO-CERT’s system is a product certification system, where the focus on social, economic and environmental aspects is paramount. The products are certified in accordance to Fairtrade standards for producers and traders. The FLO-CERT system monitors the whole trading process, from the producer to the packaging and labeling of the final product, ready for purchase (Ibid). 

Whereas FLO develops and reviews Fairtrade standards and assist producers in obtaining and maintaining their Fairtrade certification, FLO-CERT ensures that the standards are met and the producers and traders comply with the standards set by FLO.

8.2 Existing Systems and Comparisons 

In the following chapter, the approval/certification systems, of the above mentioned organizations, will be presented. This chapter is also used to present other systems FTD might be able to learn from, instead of inventing one on their own; Systems like FSC and Ecocert FT.

The systems are examined in pairs: FTD and WFTO versus FTM and FLO. Since the two Danish organizations, FTD and FTM, are members and national counterparts to the international organizations WFTO and FLO, this section is outlined accordingly to provide the clearest overview.

After presenting the systems of the four organizations, two other certification systems are implemented. These systems are not 100% Fair Trade related but very relevant, since their certification systems may provide inspiration for how to improve the system of FTD.   

The systems are described shortly and some technical details are left out. These details are used in our work with FTD, where the possibilities for development of the existing FTD approval system and the alternatives were discussed. However, implementing the full version of the systems would not fit our scope of the project. Therefore, we have chosen to examine several systems, but in short terms, to obtain a more nuanced view on existing systems FTD may learn from or be implemented in. All of the systems are very complex and (even for us who have been engaged in this subject for four months) the systems tend to appear as a jungle of different standards, terms and criteria. In the context of this project, the material would be too heavy if implementing the full version of the systems. 

We have been examining several certification systems, as this may be the goal for FTD. Therefore, it has been relevant to establish what criteria are needed to enter into a certification system. To begin with, it should be stated that there are so many different systems for certification - even just within the field of FT. In the following, some systems FTD could use, if they wanted to enter into a certification system, will be shortly presented. Based on an interview with Søren Grue from the consultant company Nepcon, who set up the criteria for FTD to enter in the same certification system like FSC, some different systems are presented. This is done to establish how many resources FTD needs to enter into a random certification system and how it should be set up in relation to the members they have and, also, in order for FTD not to compromise on their vision. 

Certification systems, like ISO 65, ISEAL (both used by FLO), SA8000, Cradle to Cradle and Sanstandards.org, represents certification standards that we have come around during the process of gathering the empirical material for this project. All these certification standards are verified through a consultant company, which is carrying out the certification based on the set standards of either one of these systems (Interview with Søren Grue, Nepcon). It is costly and complicated to navigate within all of these certification standards, but ultimately it can provide certification. There are several standards to choose from, according to what is specifically wanted. No matter what certification standard used, the product can be mark-certified, based on the criteria from which the standards are set. As an example, SA8000 is a standard for social accountability (Bureau Veritas Denmark, Homepage 2). However, these certification systems will not be reviewed any further. In the analysis, the possibility of using the ISEAL certification will be discussed. Søren Grue made the calculations for FTD based on this certification standard, certified through the consultant company Nepcon.  

8.2.1 The Approval System of Fair Trade Denmark

As described in the introduction section above, the members within FTD are approved and monitored by FTD’s unbiased monitoring committee. FTD members that are also members of the WFTO are monitored by the WFTO. The approval system analyzes the ability of producers, importers and stores to comply with the ten FT criteria, reviewed in the section above (FTD, Homepage 1). 

Approved importers and stores will be monitored once every second year to make they sure they maintain the FT standards. The members fill out a comprehensive monitoring report, containing a detailed description on how they comply with the ten FT standards (FTD, Homepage 1). The members are monitored via a self-assessment report, which are reviewed by FTD’s external monitoring committee that, present, consists of five impartial persons (FTD, homepage 4). The system, including the self-assessment report, leans towards the system of the WFTO that is also primarily based on self-assessment. Filling out the report, members must account for the producers or the importers the questioned member is trading with. The reports are hereafter assessed and evaluated by the external monitoring committee of FTD. The members of the committee are, as earlier mentioned, volunteers with expertise in the relevant fields and have no economic, commercial, or private interest in FTD – or any connection to FTD as an organization for that matter. The committee meets four times a year to evaluate the self-assessment reports and either approve or provide a substantiate rejection of applications and monitoring reports. In general, the monitoring process consists of monitoring the members’ ability to comply with the ten FT standards set by WFTO and FTD (FTD – About FTD 2011). The monitoring report is enclosed as Appendix C and D.

Because of the great variety in materials, processes and local traditions, the members are monitored only on this, and not on the production of raw materials used in the final production of the sold products (FTD – About FTD 2011). This is essentially where the approval system of FTD differs from a certification system. The handicrafts within FTD include countless product types, designs and categories. The most typical materials used for the products are: ceramics, textiles, metals, glass, paper, wood and other natural products like hemp and jute. Often, the material used in the production are recycled material, for instance old plastic packaging from candy bags and juice carton, old glass bottles, old car tires and so on (FTD, homepage 5).

The existing system FTD uses today is, therefore, a so-called approval system. The members (shops and importers) are approved and hereafter monitored every second year by the external monitoring committee. It is very important for the vision of FTD that it is possible for both small and newly started businesses to become members of the organization, in order to help small and new entrepreneurs in the South get started. If possible, FTD recommends their import members to seek approval/certification through WFTO or FLO (FTD – About FTD 2011). However, this is not always possible if the business is less than two years old or has low revenue.

FTD does not perform field verification, or the so-called audits, of the members. This is primarily due to relatively large costs in comparison to the limited resources of FTD. Instead, the members must provide a range of information and written documentation, and a range of references in a position to confirm the correctness of the information provided in the application/monitoring report. If a substantial suspicion of a member failing to comply with the standards arises, the member is required to provide further documentations or an audit is carried out. If in any case, during the monitoring process or through an audit, it is obvious that a member does not comply with the FT standards, the member’s FTD approval is confiscated (Ibid).  

Another difference between the approval system of FTD and a certification system is the logo. The logo of FTD is used for members to show consumers their compliance with the FT standards and their general respect for FT principles. However, the logo must not be mistaken for a labeling, which is used within a certification system. Finally, the monitoring reports of FTD are not tailored to fit the individual member as the reports used within WFTO are. This will be further discussed below (FTD – About FTD 2011).   

Price:

· Fee for entrance and monitoring every second year, no matter the size of the member: 1000 Dkk.  

· Annual membership fee: 0,8% of the revenue. 

FTD believes that the effort within the work for FT will strengthen actors, within the same field, in becoming affiliates with the international recognized FT standards (FTD – About FTD 2011). Below, other systems in context of FT are presented along with systems focusing on sustainability. 

8.2.2 The Approval System of the World Fair Trade Organization

The monitoring system of the WFTO resembles the system of FTD significantly. As for the members of FTD, all members of the WFTO have to be monitored every second year to ensure they are 100% committed to FT and meet the set standards within the organization. The members are monitored to improve their FT practices and develop their future work. The monitoring process is a self-assessment process, concerning the practices of the member organizations and the analysis of the members’ capability of meeting and complying with the ten FT principles. The monitoring report is tailored to fit the individual member, focusing on what is relevant for them. The members have to show evidence of their statements given in the monitoring report, such as detailed records of payment, an annual report and overall strategy (WFTO, homepage 6).     

All the self-assessment reports are reviewed by the monitoring department of WFTO, who then provides the members with feedback. After this first step in the monitoring process, the members have one chance to adapt their report to the feedback and re-hand in the report. The feedback provides the members (some of which are small producers) tools to understand the expectations required to fill out the report, which leads to higher quality and consistency. The final reports are submitted to external readers with expertise in FT monitoring. The members are scored based on their ability to comply with the ten standards. They have to obtain a minimum score to be approved and monitored. If complaints are lodged, third party verification is implemented in the system (Ibid).    

FTD recommends members with a revenue higher than 1,5 million Dkk to seek for membership of the WFTO. In theory, WFTO are for members such as organizations, and not really small import and shop members like FTD holds. As they describe themselves, the logo of WFTO is an organizational logo for members that successfully have been approved and monitored by the WFTO’s monitoring system. As with FTD, it should be stressed that the WFTO logo is not a product label (FT glossary).   

Price:

The price of the annual member fee depends on the turnover of the organization: 

· The minimum fee is € 300 

· The maximum fee is € 7.500 

· Further there is an annual monitoring fee running from € 25 - € 1000. Again depending on the turnover of the organization. 

(WFTO, homepage 7).

The New System of the WFTO

Daily manager of FTD, Ida Ljunggren, told us that WFTO is developing on their existing approval system. When we asked WFTO via email they replied the following:

“We have a new system, but it is internally being discussed and we have not communicated this externally, and I am afraid we cannot help you further.”(Email from WFTO)

As written in the quote, the new system is still being developed. However, we got a hold of the weekly letter from the chief executive of WFTO, and, in week 12, a progress report from the WFTO Fair Trade system working group was sent out. That is about the closest we can get to the new system and its features. Therefore, we will shortly present the facts of the new system, as outlined in the progress report.

The vision behind the new system is to implement a third part to the monitoring system, and thereby give the members the opportunity to label their system, as they would be certified by the third part. However, it is not as such the products that are certified, but the monitoring system that is certified and all members are checked for compliance with the WFTO principles. This means that an organization within WFTO, for instance FTD, can certify their system, and carry a label, since their monitoring report is verified by a third party. The framework for the new system will be based on the existing system, where the members are monitored every second year. The new factor will be, for the systems to conduct monitoring audits at the organizations, if they wish to carry a label. Currently, the working group is determining the frequency and depth of the audits based on the level of risk. Naturally a large FTO with many different product lines, who wants to use the label on all products, presents a greater risk for the system than a smaller FTO with fewer products to certify - or a FTO that does not use the label at all. This will make a significant difference in the audits. The intention with this development is, naturally, to strengthen the security in their system, but at the same time make the improved system affordable to all members (WFTO, weekly letter – week 12). The group is currently working on different methods that could fit the different needs of the individual member. 


This new system can be relevant in the discussion on how the existing system of FTD can be improved. It may pose as inspirational reference, as the present systems of WFTO and FTD share similarities.

As written above, other organizations that FTD can be compared to are FTM and their international organization FLO. The system of FLO is different from the system of FTD, since it is two different factors of the production process that is certified/approved, and additionally FTM and FLO are dealing primarily with foods and flowers, while FTD is dealing with design and handicraft. Despite the dissimilarities in the field of products and in the systems, it can be argued that the similarities they share, for instance their main purpose and the view on FT, are of such relevance that reviewing the system in order to obtain inspiration and knowledge is valuable. Therefore the system of FTM and FLO will be presented below. 

8.2.3 The Certification System of FTM

The system of FTM differs from the systems of FTD and WFTO on several aspects. The primary difference is the certification of the raw material used in the FT production, rather than the certification/approval of the production process. In addition, to secure that the products meet the FT standards and are able to be certified, the peasants are subjected to a certain control. 

As mentioned earlier, FTM is both a part of and using the FLO system, in which all Fairtrade marked products are controlled by an international independent control system (FTM, homepage 1). To secure that the products respect the FT criteria, the annual control (the audit) is carried out by the independent control agency of FLO, the FLO-CERT. FLO-CERT is a branch of FLO (both are described below). Additional unannounced control visits are carried out. If a cooperative does not meet the set standards, the business can be suspended and in the end be eliminated from the system (FTM, homepage 5).

The Fairtrade-mark that is used by the FTM is a registered trademark owned by FLO and sub-licensed to labeling initiatives such as the FTM. The mark can only be used on products that meet the Fairtrade standards (FLO – Fair Trade Glossary).  

FTM is, therefore, a so-called labeling initiative below FLO. A LI is defined as being responsible for licensing, marketing, business development and raising awareness in a defined geographical area - for instance FTM being responsible for these actions in Denmark (The FT glossary). Since the system of FTM is a branch of FLO, the system will be further reviewed in the section below on the certification system of FLO.

8.2.4 The Certification System of FLO the FLO-CERT

As written above, the international body, FLO, certifies all products within FTM. Furthermore, FLO has its own certifying organ, the FLO-CERT, which is an independent Fairtrade certification body. FLO-CERT is a private, limited company that carries out the certification and annual monitoring of FLO members’ compliance with the FT standards. The control is carried out, for instance, through audits at the producers (The FT glossary). In general, the certification process of FLO is outlined as follows: FLO establishes the standards for every product within the field of the organization, and the control of the members’ compliance with these set standards are carried out by the private organization FLO-CERT, consisting of independent experts. 

FLO-CERT holds a so-called ISO 65 accreditation (FTM, homepage):

“ISO 65 is the leading internationally accepted norm for certification bodies operating a product certification system” (FLO-CERT, homepage 4).

As described in the quote above, ISO 65 is an accreditation body used by organizations to strengthen the control and their credibility of FLO-CERT. ISO 65 is a quality for the competency of a certain certification body. This means that the independent certifying system of FLO, the FLO-CERT, is also subjected to an independent control (FTM, homepage 5).    

An ISO 65 accreditation must be performed on the basis of reference standard/standards (FLO-CERT, homepage 4). In this case the reference standards are the FT standards outlined by FLO. 

As reviewed in the introduction to FLO, the FT standards the members have to meet differs whether you are a small producer or hired labor, and whether you are a producer or importer/trader (FLO-CERT: Fee system – small producer organizations). FLO-CERT is accrediting for all of these member types by ISO 65 (FLO-CERT, homepage 4). The different standard groups are further divided into groups. Small producer organizations are, for instance, divided into 1st, 2nd and 3rd grade, according to how complex the producer organizations are, how much they contribute to the development of their members, and how democratic the organizations are (FLO-CERT: Fee system – small producer organizations). 

Audit

All bodies within the FLO system have to undergo a full audit, in order to be certified and maintain the certification. By means of audits, FLO-CERT verifies compliance with the set Fairtrade generic standard by FLO. The time-length of these audits vary from four days to several weeks, according to the size of the body and especially the quantity of certified products being examined (FLO-CERT, homepage 2). There are more than 100 auditors connected to FLO-CERT, which performs the audits of the bodies of FLO. The majority (around 80%) of the audits are audits of producer organizations. The auditors are mainly located in the country, and are, therefore, familiar with the local culture, laws and language, which is a great advantage. The methodology of the audit is tailor-made to examine the capability of complying with the Fairtrade standards (FLO-CERT, homepage 3). The auditor initially presents the agenda for the audit. (FLO-CERT, homepage 2).  

Price

As there are several standards within the FLO system, we have chosen to focus on the small producer organizations, as in the section before, to preserve consistency. 

The application fee for small producer organizations is € 525. For the implementation of new/additional products the fee is € 160 per product. 

The initial certification fee depends on whether the organization is a 1st, 2nd or 3rd grader, and how many members the organization has (FLO-CERT, homepage 5).

8.2.5 The Certification System of FSC (Denmark)

FSC is an international non-profit labeling for tree and paper. FSC is, like FTD, a trade organization and like FTD, FSC does not produce or sell any products. The FSC mark secures that the tree or paper products the consumers are buying are produced from sustainable forestry. Moreover, the FSC mark guarantees protection of animals and security, education and a decent salary for the people working in the forests (FSC, homepage 1).

FSC has developed ten basic principles, which the tree products have to comply with in order to be certified (ibid). The trees used in a FSC production can be traced back to the woodland where they originate. Independent certification bodies carry out the annual certification these are primarily consultant companies. The accreditation company ASI approves the consultant companies, and besides issuing certifications, the consultant companies carry out annual unannounced inspections. The business that wants to be certified pays for the certification through these certification bodies. As earlier mentioned, the certification is verified through audits, both control audits and unannounced audits are carried out (FSC, homepage 2). 

Presently, FSC Denmark is financed through membership fees from the Danish organizations and the businesses they hold as members, and to some extent through different funds. Originally, FSC Denmark was financed by Danida funds, but recently FSC Denmark became an independent self-financed legal organization (FSC, homepage 3). 

Based on the review above, it can be argued that FSC resembles FTD in several aspects. That is also why it can be very rewarding to seek inspiration in an organization that went from the same starting point as FTD, through Danida funds, and became a self-funding organization.  

Price
We have interviewed Søren Grue from Nepcon, a consulate company certifying businesses for FSC. We asked him about the price range for a certification through them. He stated that an annual fee around 250.000 Dkk is the minimum price for this kind of certification (Interview, Søren Grue – Nepcon). 

Another certification mark that resembles the certification process of FSC and FTM, is the mark Ecocert FT. This system will be further reviewed below.  

8.2.6 The System of Ecocert FT

Ecocert FT stems from the mark Ecocert. Ecocert is a certification body for sustainable development that specializes in certifying and promoting organic agricultural products. Ecocert is an independent company that internationally has become a benchmark in organic certification. The Ecocert mark is primarily used on cosmetics and beauty products, lotion and cleaning products, but also on foods and textiles. So EFT is dealing with both foods and non-food commodities (Ecocert, homepage 1).

The branch, EFT, was established in 2007 to set standards in order to guarantee organic and FT products (Ecocert, homepage 2). The EFT standards were intended to set standards for businesses/producers wishing to promote products combining organic farming and Fair Trade. By conducting audits at both the producer and retailer, and the availability of product information online, this innovative comprehensive standard is intended to facilitate the choice of the consumers. EFT combines the standards for organic farming and FT in one set of standards for certification. In the case of EFT, the organization carries out the audits themselves and has no external body implemented (Ecocert, homepage 3). The certification process holds a self-evaluation form, which resembles the self-assessment forms of FTD and WFTO, and in addition to the form, a document review. After the certification, Ecocert carries out monitoring annually (EFT Certification process). 

This approach is interesting to discuss in the analysis, since a possibility for FTD, within the frames of the resources they have, could be the existing external monitoring committee performing audits at the producers. 

8. 3 Interviews

The interviews were performed during spring 2012. Most of them were recorded during the interview and the rest, primarily those performed by phone, were written down. 

From the interviews, we received a lot of inputs on what the actual problems with the existing system of FTD are, seen with the eyes of the members. The background for the interviews was exactly to learn how the members of FTD define and experience the problem with the current approval system of the organization. Further we discussed with the members what they propose can be done in order to strengthen the system. 

Below is reviewed the interviewees and their responses. This empirical chapter will contain the keynotes of the respondents’ answers, many of which are repeated. On the enclosed CD, the complete interviews and the interview questions are enclosed in full length. We have interviewed two stores, one member of the external monitoring committee, tree import members and a certification consultant. To some extent, it became obvious that the two types of members did not recognize the same issues when addressing the problems. The respondents are very different, in terms of financial background, types and mission. It should be stated that in the cases where we interviewed a representative for a store, it is primarily the subjective meaning of the interviewee that appear and may not be the conviction of the store and its executive committee.

Presentation of the Interviewees: 

· Anders. Employee FT store Bazaren, Aahus.

· Lejf. Volunteer FT store Salam, Vejle. Chairman of the board of the store. Committee member in FTD. 

· Poul. Importer. Chairman of Svalerne – U-landsforeningen Fair Trade gruppen. Former chairman of FTD. Chairman in the board of the FT store Bazaren, Aarhus. 

· Marianne Bols. Importer from Fair Trees. Member of WFTO.

· Birte. Importer, B’fair.

· Rene. Member of the external monitoring committee, FTD.

· Søren Dürr Grue. Consultant and Chief Operational Officer at Nepcon, consultant company.

The introduction question was: Do you think there are some problems with the existing FTD systems, and if yes, define these problems? Several respondents pointed out the limited resources of FTD as the crucial problem with the existing system. Marianne Bols, from Bols import, pointed out that FTD has the right intentions, but it would have been so much easier to live up to these intentions, if FTD had the resources (Marianne, Interview, 2012). Lejf, from the FT store in Vejle, pointed out the lack of sanctions towards members not complying with the set standards, as a great problem with the existing system.

Poul, from the import business Svalerne, outlined several criticisms of the existing system. He explains that the monitoring report was adjusted a few years ago, to resemble the report of WFTO. He argues that the former report were more adapted to the individual members within FTD, whereas the new report is very hard to fill out, because there are so many questions that are not relevant for all members (Poul, Interview, 2012).

Anders, from FT store Bazaren, argues that the gap between FTD and the stores is wide (Anders, Interview, 2012). 

Birte, from the import business B’fair, also outlined several points that, for her, are problematic. When she applied for membership in FTD, she found it very hard to present the documentation needed. Her producers are not very fond of written documentation or communication. She visits her producers several times a year, so most of the questions in the monitoring report, were possible for her to answer based on the visits. However, as she states, because of the distance she can never be sure if they tell her one thing and do something completely different. In general, she talks about the trusting relationship between the producers and her. This is a relationship that is very complicated and demanding to build up and maintain. The more questions asked from her side, the more the relationship is affected negatively. They have some bad experiences, which affect their ability to trust in foreigners. In addition, they do not know how their signature will be used. Because of these concerns from the producers’ side, she works very hard on verifying the documentations she needs for the monitoring report, without ruining the trusting relationship. These culture differences are very time consuming, she argues (Birte, Interview, 2012).    

Rene from the external monitoring committee is in general amazed of the amount of work that is done at the secretariat of FTD. He states that there are no resources for audits, which would be an advantage for FTD to carry out, since it is not very ideal to monitor the members from Denmark (Rene, Interview, 2012).  

Another question, asked in addition to the previous one: In your opinion, how could the system be improved?

In addition to his statement above, Lejf would like the sanctions to be upgraded (Lejf, Interview, 2012).

Poul argues that the monitoring report should be more fitted to the individual member and, thereby, make it easier for the members to fill out the monitoring report. A more rigorous formulation is needed. He continues by stating that FTD has been working on the possibility of certifying their products for many years but it just seems too complicated and they have not yet found a suitable way. He actually doubts that it is possible to find a suitable way for FTD to implement certification into their system. It would in his opinion definitely be a strength if it was possible, but it does not seem realistic. He points to the fact that many of the producers within FTD produce maybe twenty to thirty different products and each product should be certified according to different standards (Poul, Interview, 2012).  

Birte stresses the importance of a system that can handle an impudent question from a journalist. However, she would like a simpler monitoring report in addition to the full version, and then fill out the easy one every other time. That way, she thinks, it would be easier to maintain a trusting relationship. She would like for the products to be certified, but also recognizes it would be a very complicated procedure (Birte, Interview, 2012).   

Rene states that it would be very expensive to improve the system. He argues that the ideal process would be for the monitoring committee to visit the producers, importers and stores through audits, and ask these actors relevant questions. In Rene’s opinion, the present system of FTD works perfectly based on the resources available. A certification procedure would, according to Rene, be very good to have. However, it is simply not possible to certify all the varieties of raw material used in the production of handicrafts, and definitely not within the economy FTD holds. Concerning the monitoring report, it is very hard to develop it any further, as he argues, it is limited how much more paper work FTD can implement in the process. The members of FTD are small businesses and stores, with very few resources to go through all of these complicated reports. Especially if the approval process should be outsources it would burden the members to go through complicated reports in a foreign language. Adding more to the existing reports in general would, in his opinion, kill the member’s initiative (Rene, Interview, 2012).   

Another question asked, concerning the validity of the products, was as follows: Do you trust the products to comply with the standards set by FTD and do your customers trust in the compliance?  

In the case of Marianne Bols, she personally trusts the products within FTD and their compliance with the set standards. However, concerning her business partners she sometimes meets some skepticism in the industry she argues as conservative (Marianne, Interview, 2012).  

To this question Poul states: “Hvor der er penge er der korruption. Sådan er det alle steder
”. That is also how he explains the unfortunate stories concerning FT that appears in the media from time to time. Those stories appear in any business, he argues, that is simply how the world is structured. Besides this, he is very convinced that the mark complies with the set standards. Svalerne, like many other importers, visit their producers regularly and, therefore, know the reality and working conditions of the producers (Poul, Interview, 2012).

When we asked Lejf from the FT store in Vejle whether the FT products, in his opinion, complied with the set standards from FTD, he argued that it is a problem that the raw materials used in the production of the FT products are not approved/certified. In general that makes an FT product actually in some cases just about 3-4 % FT. Furthermore, he stresses the problem with FTD not having any sanctions towards members that does not comply with the set standards. Concerning the question on whether the system should be outsourced from FTD, he argues that the system/organization will appear more diluted, the more it is outsourced (Lejf, Interview, 2012).

Anders supports the statement posed made by Poul, as he recalls some of the stories from the media concerning corruption within FT productions, arguing that whenever there is money involved some people take advantage of it. He argues that this is an issue you probably never will get rid of, but if you can minimize it to a minimum level, he guess it is okay. However, according to Anders these “scandals” cannot be blamed on the importers or organizations, but rather the actors within the producing countries (Anders, Interview, 2012). 

Like Lejf, Anders discusses the FT approval. The fact that the raw materials are not certified FT, is questionable to him. He continues to talk about the skepticism towards FT among costumers. The majority of the costumers believe that FT is a great movement but some are very skeptical towards it. He concludes with the characteristic and interesting quote to reflect on: “Idealet er at Fair Trade ikke eksisterer. Vores fornemste arbejde må jo være at nedlægge os selv
” (Anders, interview, 2012). 

Birte also believes that corruption can appear in the FT industry, like in any other industry. She argues that besides the members of FTD, other FT organizations are only monitored every second year, making cheating easily. She understands why costumers who believe in a product using a FT mark as an extras selling point, gets frustrated when scandals appear. There are no legal rights or sanctions, primarily because of the size of the organization, which Birte mentions as a problem. She states that FTD may be an organization with too big ambitions in comparison to their resources (Birte, Interview, 2012).   

Rene states that the applicants for memberships and approval in FTD are people with an idealistic approach towards FT. These people are mainly deeply dedicated to the FT movement. He tells that, when the committee examines the applicant’s budget, it is obvious that these people are primarily not in it for the money; they are in it to make a difference. Therefore, he takes every applicant very serious and trusts in their compliance with the FT standards (Rene, Interview, 2012). 

Another question asked was: Do you think that FTD is the right forum for handling the approval system or could a possibility be to outsource the task in order to achieve a more secure and transparent system? It is definitely an advantage that a small organization like FTD is handling such a system, because it secures the transparency. If the resources were not an issue, it would be perfect to be approved/certified through a small and organized organization like FTD. To this question Marianne argues that an outsourcing of the approval process could be possible (Marianne, Interview, 2012).  

Lejf argues that the more tasks that are outsourced, the more diluted it will appear (Lejf, Interview, 2012).

Anders would like a certification but he believes that, in terms of costs, this would be carried out most effectively in a European organization, like FLO or WFTO Europe. According to him, FTD should be careful with making too many systems in a small country like Denmark (Anders, Interview, 2012).  

Poul argues that the problem is whether to find qualified people to possess the jobs in the monitoring committee. And if audits should be implemented to strengthen the system, these should be carried out internationally (Poul, Interview, 2012).  

Birte mentions the fragility of an organization with only one employee and the rest being dependent on volunteer work. It all comes down to the money issue. Birte thinks it would be an advantage if FTD had the resources to pay the members of the external monitoring committee (Birte, Interview, 2012).  

The final, highly relevant, question was: Would you be willing to pay a higher membership fee for a more secure and transparent system? 

Anders argues that based on the economic state of the stores, they would not be able to pay a higher fee. But if an improved system existed, the stores would be very delighted (Anders, Interview, 2012). 

However, Lejf states that the store in Vejle would be willing to pay a higher membership fee if the system were strengthened.  As long as FTD can account for the spent money and actually show an improvement in the system, they would be willing to pay more for a certification system (Lejf, Interview, 2012). 

Poul finds this question hard to answer. He finally argues that it would depend on the quality of the improvement. If the quality, improvement and price harmonize he would be willing (Poul, Interview, 2012).

Furthermore, Marianne would be willing to pay a higher membership fee for a more secure and transparent system (Marianne, Interview, 2012).

Birte would also be willing to pay a higher membership fee for a more secure system. However, she mentions the gap between the importers and the stores. She argues that these two types of members also hold two types of reasons for cooperating with FTD. The importers are more business oriented than the stores that are driven by volunteers, which creates a very big gap between what the members want and expect from the organization (Birte, Interview, 2012).

Additionally to the interview performed on different FTD stakeholders, we have interviewed a consultant named Søren from the consultant company Nepcon, which certify businesses for FSC. It was very interesting to learn about the certification process from the inside. 

Søren from Nepcon

He argues that the size of the organization is very important. Because of the costs implemented in entering a certification system, it is very hard for a small organization to implement a certification system. It is simply too expensive. Nepcon is familiar with the problem and have tried to find a method, which makes it easier for small businesses to be certified but they have yet to find a smart way for these small businesses to enter the certification process. To maintain an accreditation through Nepcon is very expensive, Søren estimates the annual costs for an organization to amount in around 250.000 Dkk.  

During the interview we presented him to FTD and asked for his recommendations on how to improve the existing system of FTD.

If FTD wants a certification system, he advises the organization to think internationally. It would be more manageable if such a system was carried out through WFTO. He also proposed that FTD could handle it internally and not through a consultant company like Nepcon. 

He advised FTD to take two criteria into consideration:

· What kind of control should be carried out, and how thorough should it be? Establish the level of control.

· Who should perform this control? Should the control be put on the market under an accreditation control, or would FTD choose the alternative and set up FTD’s own norm for them to accredit from?

He estimates that the lowest costs, for a control carried out by FTD itself, may land around 10.000 Dkk, depending on how detailed the certification should be. In addition, he reminded FTD to keep in mind that the same kind of control would cost at least triple the amount if the tasks were to be carried out externally. 

When discussing the resources of FTD, he finds it very understandable that the members of FTD are not that willing to pay a higher membership fee for a certification. He poses two reasons for a business to become certified: 

· Because of a demand for a certification from an important costumer.

· Because there exists a lucrative market for certified products.

Presently, the incitement of either of these is simply not there.  

However, he stresses the importance and benefits of a system. He argues that, even though, scandals may occur (even with an improved system) it is a great advantage to at least have a system; It will reduce the bad press and the risk of bad publicity. In general, the strength and security of a system should be considered a risk management, since practically one bad press scenario can ruin a whole organization. Søren is very understanding of why this topic it debated in FTD, however, he cannot think of a model that would fit FTD through a consultant company. It would be too hard and expensive, based on the establishment costs and the subsequent operating costs (Søren, Interview, 2012). 

9. Analysis

In this chapter we will perform the analysis of the research questions posed in the problem formulation, by combining the interviews and the review of the chosen organizations from the empirical material. To accomplish this analysis we will use the theories presented above compared with the empirical material and from there, discuss the problem formulation.

9.1 Fairness in Connection to Fair Trade Principles

The ten Fair Trade principles as depicted by the WFTO:

· Principle One: Creating Opportunities for Economically Disadvantaged Producers

· Principle Two: Transparency and Accountability

· Principle Three: Fair Trading Practices 

· Principle Four: Payment of a Fair Price

· Principle Five: Ensuring no Child Labor and no Forced Labor

· Principle Six: Commitment to Non Discrimination, Gender Equity and Freedom of Association

· Principle Seven: Ensuring Good Working Conditions

· Principle Eight: Providing Capacity Building

· Principle Nine: Promoting Fair Trade

· Principle Ten: Respect for the Environment 

(WFTO, homepage 8).

(Please refer to Appendix A for a more comprehensive outlining of the ten principles).

To begin with, the fact that FTD (and the entire Fair Trade community) has a set of principles they base their conduct of work on, is rather conflicting with the theory of Amartya Sen. Aiming for an ideal starting point is not in the spirit of Sen, who advocates recognizing injustices and, with a comparative approach, trying to diminish them (Sen, 2009: pp. ix-xii). However, they do not actually speak against Sen's theory, as those ten principles do not actually state anywhere that they are impartial principles or taking an original position. In addition, the principles are already partial because they are principles of FT, which automatically distances them from free trade. As obvious as it may be to state, the ten principles of FT does not include free trade in the process, as fair trade is a trade form with restrictions and therefore naturally speaks against the idea of free trade.

In the following, Steven Suranovic's seven fairness principles, described in the theory section, will be applied to the ten FT principles. The aim is to determine to what extent the FT principles can be considered as promoting fairness.

The FT principles are in particular applicable to Suranovic's idea of Distributional Fairness. For instance, Principle One, Creating Opportunities for Economically Disadvantaged Producers, deals with the aim of diminishing poverty.  Within distributional fairness, actions moving towards diminishing economical inequality are viewed as fair actions that should be taken. Also FT Principle Three, Fair Trading Practices, can be an example of distributional fairness. In Principle Three, it is stated that buyers should be aware of the financial disadvantages of the sellers/producers, and to help this issue by providing the sellers/producers with a pre-payment (of min. 50%) if requested. In addition, the producers are active in deciding their wages during negotiations with the buyers.

Another fairness principle that is rather easy to apply to the FT principles is the Non-Discrimination principle. As an example, Principle One, Four and Six are all concerned with avoiding discrimination. Principle One, advocates equal opportunities for the marginalized producers, Principle Four and Principle Six are both promoting equal treatment of all peoples: 

“The organization does not discriminate in hiring, remuneration, access to training, promotion, termination or retirement based on race, caste, national origin, religion, disability, gender, sexual orientation, union membership, political affiliation, HIV/Aids status or age.” (Fair Trade Principle Six, Appendix A).

Everyone connected to the ten principles of FT, must conduct their trade or business in compliance with the principles. They are voluntarily entering the process of which the goal is to achieve the ensuring of the principles. Because of this, it can only be concluded that they believe these principles represent the right or just way of trading, which also suggests that they believe these principles are helping to do good. In this light, the fairness principle Golden-Rule Fairness, can be applied. The focus of the golden-rule is to do good and to treat others as you wish to be treated yourself. For instance, if you do not wish someone to restrict your freedom, you should not restrict others. FT Principle Five: Ensuring no Child Labor and no Forced Labor, prohibits forced labor.

However, it can be argued whether or not all of the ten FT principles attract the individual member. In reality, it may only be a few of the principles a member sees as good, while only complying with the rest in order to achieve the approval of the organizations connected to the principles. In any case, they do have to conduct in compliance with all the principles, so they must have concluded that the approval of the organizations is important enough for them to follow all principles. Furthermore, this scenario is rather unimportant when the golden-rule principle states that it is not only the act of hurting others that is bad, but also lacking to do good that is considered unfair. Members who may not see the good in all principles are still following them and, thereby, not lacking to do well. In addition, the golden-rule is concerned with 'playing by the rules'. In this scenario, the FT principles are the rules and anyone failing to trade by these rules or trying to maximize their own gain, and thereby causing others to loose, are unfair 'players'. As long as everyone trades and conduct their businesses by the principles, they are consistent with Suranovic's idea of golden-rule fairness.

Another of Suranovic's fairness principles that can be applied to all the FT principles is the one of Positive Reciprocity. Having principles to begin with helps ensure that everyone linked to the organization are having the same positive outcome – the positive being the achievement of the FT principles and not in particular equal economical gain. 

Negative Reciprocity can be seen in terms of when a member of the organization fails to live up to the set FT principles, as they are then receiving a negative outcome in return - for instance discontinuation of their membership. However, it can be argued whether or not the members, failing to live up to the standards, are receiving the same amount of negative reciprocation as they distributed. In reality, the members could have been failing to conduct in compliance with the FT principles for two years before having their membership discontinued, as members are only being approved every other year, as stated in the empirical material. Whether the reciprocity is fair or not, would call for an individual assessment of the situation.

A fairness principle that does not apply to the ten fair trade principles is that of Privacy Fairness. Privacy fairness is in particular concerned with the loss of state sovereignty and that of posing standards for poorer countries to fit those of more wealthy countries. The principles may all be aimed at doing good, but they are still imposing standards on the producers, higher than by conventional trade, and that results in the loss of privacy fairness. This may not be surprising, as only really free trade in its purest form can be argued to support the full concept of privacy fairness.

Another fairness principle that does not really apply to the FT principles is that of Maximum Benefit Fairness. This fairness principle is focused on maximizing production and outcome as a result of efficiency. Neither of the FT principles is supporting the idea of this. For instance, in Principle Three:  Fair Trading Practices, it is stated that it is opposed to maximize profits on the producers expense. However, maximum benefit fairness is also concerned with maximizing well-being, and it is highly arguable that the aim of the FT principles are to promote well-being; Although, not as a result of efficiency, but as a result of supplying the producers with a self-sufficient economy.

Assessing the level of fairness of the ten FT principles is not an easy task. Fairness, as described in the theory section, is concerned with many aspects involving the principles of fairness.  However, most of the aspects of fairness, by Steven Suranovic, can be applied to the FT principles, which is suggests that, in terms of fairness, the FT principles are adequate in preserving this.  

9.2 Theoretical Aspect of the Approval System of Fair Trade Denmark

Although Adam Smith, with his 'invisible hand' theory, was in favor of free trade, his theory that all humans (as selfish as they may be) possesses a natural sentiment that drives them to want to help others (Smith, 1759), is a much more impartial theory. Moral is certainly a huge factor within the organization of FTD. As outlined in the empirical part, FTD only has one employee that receives an actual wage for her work, daily manager Ida Ljunggren. The rest of the organization is run by the work of volunteers. In fact, the organization, with its limited budget, would not be able to exist without the willingness of volunteers working without receiving anything than the satisfaction of helping from doing the work. Because these volunteers, who work in the administration of FTD, in the monitoring committee, and in the stores around the country of Denmark, receives no wages for doing the work, it can be applied to Smith's theory.  

Morality, in general, is a concept surrounding the drive behind FTD and its system (and FT in general). The approval system of FTD is based on monitoring the already approved members with a self-assessment of the importers and the stores. Since the system works based on self-assessment where the members have to provide the information, and no audit will occur to double check what has been written, a lot of trust is being put on the people to be moral human beings, who wishes to do no harm. The members arguably have an interest in being approved, so if they are not moral people in compliance with the principles of FTD, injustices are likely to occur. In reality, it would be very easy for a member to cheat the system and simply state untruths on the monitoring report.

In conclusion, for the system of FTD to be justly carried out, it is important that the people and members of FTD possess a moral of sentiment in according to Adam Smith's line of thought: 

“How selfish soever man may be supposed, there are evidently some principles in his nature, which interest him in the fortune of others, and render their happiness necessary to him, though he derives nothing from it except the pleasure of feeling it.” (Smith, 1759: part 1, p. 1).

9.3 Analysis of the Approval System of Fair Trade Denmark

FTD wants to strengthen their existing approval system. Based on the interviews and the review of other systems in the empirical material, we will outline what system FTD realistically can achieve, based on their vision, resources and members. In order for us to analyze this interpretation, a lot of factors (for instance the types of members and resources) should be implemented into the examination. All of these factors are important, as it is obvious that these are the basis for the improvement of the system. If FTD possessed unlimited resources and were not depending on the membership fees, based on the analysis above it would be easy to outline a more just and secure system for FTD. However this is not the case, and considering the factors mentioned above, these challenges are the reality for FTD. These factors are the problems and potentials within FTD and the current approval system. Therefore, in the analysis below many different factors that play a crucial part in the organization of FTD is discussed. The aim is to analyze, from the performed analysis above, and the empirical material, how the system of FTD can be improved based on the resources, members and vision hold by FTD. 

9.4 The Current Approval System of Fair Trade Denmark

In the section above, it is analyzed to what extend the 10 principles FTD and WFTO have build their approval systems upon, can actually be argued as fair. Below we will analyze if the current system of FTD ensures justice. If referring to the narratives concerning the Kenyan rose scandal and the internal polemic in BAFTS concerning the lack of audits, outlined in the introduction, it can be argued that the system of FTD is exposed for such a scandal to occur in their auspices. Based on the empirical material reviewing the approval system of FTD and the interviews, it can be argued that FTD and its members recognize that the existing approval system to some extend lack the possibility of ensuring justice. The ideal in order to ensure or at least strengthen justice can be presented in several aspects. One way would be if audits could be carried out, in order to prevent scandals (like the Kenyan rose scandal), at a higher scale. This could be implemented through certification performed by a third party. 

In the following section of the analysis we will recognize and discuss possible problems with the existing approval system of FTD. Based on the interviews performed on members of FTD, and combined with the theoretical approach on justice, will be analyzed where the system of FTD lack the possibility of ensuring justice. To begin with it should be discussed that even if FTD had the ideal FT system, it can be argued that there is always people who is in the industry for the money. Therefore it can be argued that justice in its pure form can never be insured entirely. But it is possible to improve the system and thereby improve the justice of the system.  

In the following sections will be discussed what FTD can learn from other systems, in order to secure fairness and justice in the system. Final we will discuss what system FTD realistically can obtain. 

As in the BAFTS example presented in the introduction, it can be discussed whether FTD approves members that would never be able to be approved if audits were carried out? This statement stresses the importance of a secure system. As it was established in the section of the problem formulation, today FTD has an approval system, but the organization wish to strengthen it through a certification element, in order to strengthen the credibility and transparency of the system, resulting in minimizing the risk of deception and deriving from this, strengthen the sale of FT products through stronger consumer confidence (FTD – forslag til specialeemne). This is a very important discussion in the context of the wish to improve the system within FTD, because as written in the introduction, it is inevitable that sometimes systems fall apart and scandals like the Kenyan rose scandal occur. As discussed in the interviews, where there is money, there are always people who exploit the situation (Anders, Interview, 2012).

The overall general notice of the system of FTD is the resources, or the lack of those, limiting the systems possibilities of developing. Marianne points out that the right intentions and visions are set by FTD but the organization lacks financial resources (Marianne, Interview, 2012). Also Rene argues that there are not resources to perform audits, which in his opinion would be an advantage for FTD. He argues that it is not very secure and ideal to monitor the members, when the committee is only positioned in Denmark (Rene, Interview, 2012). From the interviews it can be argued that FTD’s biggest challenge in improving the system, is the financial question. 

Based in the theory of Sen, it is hard to set up an original position of justice and from that creates an ideal social system (Sen, 2009: pp.15-18). From this it can be argued that FTD should not reach for the ideal system, instead they should recognize the problems of their existing system and from a comparison of the other systems presented in the empirical material find a way to improve their system.

As stated in the empirical material, due to great variety in materials, processes and local traditions, it would be hard if not impossible, to certify the raw materials used in the production of the FT products (FTD – About FTD 2011). Also Rene from the external monitoring committee of FTD states that a certification of the raw materials used in the FT production would be impossibly due to the great variety of materials used (Rene, Interview, 2012). Currently, as stated in the empirical material, FTD does not perform audits (FTD – About FTD 2011). Furthermore, as Lejf argues in the interview, the sanctions towards members not complying with the set standards are very weak (Lejf, Interview, 2012). According to the theory of justice outlined by Sen, recognized injustices should be removed (Sen, 2009: pp.15-18). Therefore it can be argued, that FTD should focus on removing the established injustices. If audits are not carried out justice cannot be ensured, therefore it can be argued that performing audits would ensure justice to a higher extend than the current system does. 

Deriving from these statements, it can be argued that the approval system of FTD lacks ensuring justice by not performing audits. As the system works today FTD can never be sure that the producers in the developing countries actually comply with the set standards and justice is done. Rene argues that a certification procedure would be very great to have, and according to Søren FTD can chose to set up its own norms from where, they could accredit their members and from there certify them, through audits (Søren, Interview, 2012). 

Both Poul and Birte points out the difficulties of filling out the monitoring report, as it is hard to get the information and documents required (Poul and Birte, Interview, 2012). They both advocate for a simpler and more suitable monitoring report. Poul states that some of the formulated question in the monitoring report is not relevant for all members. He argues that the monitoring report should be adjusted to the specific member, that way it would be more manageable to fill out. Birte also stresses that it is very hard for a small organization like hers to gather all of the relevant information. In addition, Poul confirms that FTD has been working on a suitable certification system for years without finding the right one. In his opinion a certification system would strengthen the system significantly (Birte & Poul, Interview, 2012). Based on this, it can be argued that several of the interviewees wish for audits to be performed, within the approval process, in order to secure a higher level of justice in the approval process.  

Rene argues that a possibility for FTD would be for the external monitoring committee to carry out audits. A certification procedure would in his opinion be very good to have (Rene, Interview, 2012). This possibility will be further examined in the final section of the analysis, where it will be analyzed if it would be realistic to implement this aspect in the approval process based on the resources, vision and background of FTD. 

As Sen argues in the theory, on the matter of justice society should restrain itself from focusing on how the world should look like and instead focus on how the world is here and now and how justice can be improved and how injustices that surround the system today should be removed (Sen, 2009: pp.15-18). Deriving from this, it can be argued that an improved system of FTD should be based on removing the injustices that appear in the system today, for example the factors outlined above, and try to improve the justice as much as possible focusing on the resources available. What is possible to improve here and now? Therefore, in the section below will be outlined what FTD could learn from other systems in order to create a more secure system. In the final section of the analysis it will be analyzed how FTD can improve their approval system, when focusing on improving the justice of the system and keeping in mind the resources of FTD. 

9.5 Alternative Systems

Deriving from the section above, below we will analyze through the documentation/material from the different chosen relevant organization, if FTD could learn/use some of the methods already developed, when developing their approval system, in order to secure the fairness of the trade and obtain a system ensuring justice to a higher extend than present. 

In order to secure justice, it will be examined and discussed what can be learned from other systems when recognizing possible guidelines for the improvement of FTD’s approval system. This analysis can be argued as very Rawls oriented as Rawls theory on justice proposes that there should be a set of impartial principles to which people agree upon from the starting point (Rawls, 1971: p. 31). However it can be argued that a set of principles set up by stakeholders within the FT movement cannot be argued as impartial. Opposite it can be argued that a set of principles set up to ensure the justice of a FT system cannot be impartial but rather partial as these principles will be set up by FT stakeholders.   

Moreover, it can be argued to be in the spirit of Sen to compare these related systems in order to learn how to obtain more justice in the approval system of FTD. As stated in the theory Sen calls for at comparative framework rather than an ideal starting point (Sen, 2009: pp. 15-18). Therefore that will be the framework for us to focus upon in the following analysis of the related systems.  

Below the related systems to FTD, presented in the empirical material, will be compared and it will be analyzed if parts of these systems could be used to improve the system of FTD and ensure the justice of the system. What can FTD learn from other system in the means of securing justice?  

The certification system of FTM/FLO holds a FT certification of the raw materials used in the productions, securing the fairness of the raw material (FLO, homepage 1 – 9/3-2012). This system can be argued to ensure justice in the way of the materials used in the FT production is certified FT. However as mentioned in the empirical material FTD are approving members within the field of design and handicraft and due to a great variety in materials used in the production, the certification system of FLO can be argued to be very hard/impossible and not realistic to implement in the approval system of FTD. 

Furthermore, the price for a system like the FTM/FLO system, also affects the comparison on whether FTD can learn from this system, as the certification fee is paid based on how many kinds of raw materials the producer holds (FLO-CERT, homepage 5). In the context of FTM/FLO each producer can be argued to normally hold one kind of material, for instance coffee. In the case of FTD where each producer sometimes hold a great range of different raw materials to use in the production, this system can be argued as not suitable.  

The international system of FLO of which FTM is a branch can be argued as a very big organization. It can be argued as an advantage that the certification system FTM works within is internationally, which means that FTM does not have to carry out the certification themselves but have left it to a more powerful, in terms of members and thereby resources, to carry out the certification of the FT products.

The fact that FTM/FLO are certified through their certifying organ FLO-CERT can also be argued as a way to ensure justice. This means that a third party, independent from FLO, certifies the products (The FT glossary). And since the basis for the system is audits, the system can be argued as secure and responsible. Also, the standards used in the certification system of FLO are set in accordance with the ISEAL code of good practice (FLO, homepage 3), in addition FLO-CERT holds an ISO 65 accreditation (FTM, homepage 1). This means that external accreditation companies accredit the system in order to secure justice in the system. 

It can be argued that the system of FLO is very complicated. Of course it takes a lot of resources to become familiar with all the procedures, therefore it can be argued that this solution is not the right for FTD. However the system of FLO can be argued as secure due to the external organs implemented to assist the certification process. And based on that it can be argued as sensible in order to ensure the justice of the system, for FTD to work with a consultant company that could perform a certification of the products sold within the members of the organization. 

Concerning the system of FSC, the system has become a serious and powerful brand. Independent certification bodies, primarily consultant companies, carry out the annual certification of businesses that are members of FSC. The certification is verified through audits, both control audits and unannounced audits are carried out (FSC, homepage 2). This process can be argued to ensure justice to a high extend as audits are performed, like in the case of the system of FLO, in order to ensure the compliance with the set standards.  

According to the two criteria for certifying a business, set up by Søren from Nepcon, it can be argued that businesses entering the FSC system can obtain an advantage by certifying their business. 

In order for a business to be willing to pay for a certification, according to Søren, two reasons can be outlined: 

· Because of a demand for a certification from an important costumer.

· Because there exists a lucrative market for certified products.

(Søren, Interview, 2012).

Based on this it can be argued that the FSC brand has become so powerful, partly because it can ensure justice. 

The Ecocert FT system resembles the system of FLO and FSC by performing audits to secure the compliance with the set standards (Ecocert, homepage 1). As reviewed in the empirical material EFT conducts audits at both the producer and retailer, and this innovative comprehensive standard is intended to facilitate the choice of the consumers. In the case of EFT the organization carry out the audits and thereby the certification themselves (Ecocert, homepage 3). Since the certification process holds a self-evaluation form (EFT Certification process), which resembles the self-assessment forms of FTD and WFTO, this system could be very interesting for FTD to learn from. Deriving from this system it can be discussed, in the section below, if FTD within the frames of the resources they are holding could let the existing external monitoring committee perform audits at the producers, as this organ of the organization can be argued as the most fitted organ, as they are already soaked in the approval process. 

As outlined in the empirical material, the system of FTD resembles the system of WFTO and FTD are a member and monitored by WFTO. WFTO is currently working to improve their system into a certification type. The certification will not be performed of the raw materials used in the production like the other systems reviewed above, but a certification of the system. By implementing a third party to the existing monitoring process WFTO aim to certify their system. In this new system in progress, the vision is to carry out audits to assure the members compliance with the set FT standards (WFTO, weekly letter – week 12). This can be argued to be something FTD could perform internally. Because of the similarities in the existing system of WFTO and FTD, the developing system within WFTO is relevant as inspirational reference. By performing audits FTD could certify the system they use to approve their members compliance with the 10 FT standards. This process can be argued as innovative, since this kind of certification system would fit FTD due to structure, background and visions, and it is not even implemented in the system of WFTO yet. 

The similarity between the related systems presented in the empirical material, is that all products are certified and audits are carried out, in order to ensure the compliance with the set standards. This act can be argued as an insurance of justice. The dissimilarities between the systems examined above are the certifying body. At FTM/FLO and FSC, external certification bodies perform the certification process and the audits. In the case of EFT, the certification is carried out internally. It can be argued that both systems ensure justice by carrying out audits, but to some extend the external certification body of FLO and FSC can be argued as most secure, as a third impartial party is implemented in the process. Nonetheless, a certification is carried out in the case of all the mentioned organizations. 

Søren advise FTD to carry out the audits and certification themselves (Søren, Interview, 2012) and therefore it can be argued that the certification process of EFT is interesting in the context of improving the approval system of FTD, to ensure more justice in the system. Also, the certification system WFTO are working on can be argued as relevant to examine, from the perspective of FTD. The two organizations are very similar, both in background, products, and system. However, this new system of WFTO is not yet official, nor is it implemented or approved. However, it is really interesting to learn that a similar organization is developing a system that resemble the visions FTD holds for the improvement of their system. The structure, process and outline of this system in progress, can be used in outlining a possible developed system for FTD, since they share several similarities.  

The dissimilarities between the analyzed systems and the system of FTD are the differences in types of raw material. This can be argued to be the essence of the problem in this project, since there are none of the related systems that are certifying the types of material FTD concerns, which is design and handicraft. From this is can be stated that the type of system FTD is looking for does not exist in the pure form, suitable for FTD. The raw materials or types of products certified through the other presented systems, FLO, FSC and EFT, concern agricultural products, tree and other food products. Therefore none of these certification systems can be transferred to the system of FTD and certify the types of product FTD concerns. Therefore it can be argued that FTD has to set up their own certification system, in order for the system to suit the types of products in the context of FTD. How to obtain a system suitable for FTD will be analyzed below.  

The different systems outlined in this project are very hard to see through and it is very understandable that it is hard for small producers, importers and stores to deal with anymore than the relative small tasks that are implemented in the current approval system of FTD. Based on this and the different systems outlined above, below will be examined what system FTD realistically can obtain in order to secure justice, without compromising vision and resources.  

9.6 What System Can Fair Trade Denmark Realistically Obtain? 

In the sections above it has been analyzed to what extend the 10 set standards, the members of FTD have to comply with in order to be FT approved, are fair and if the existing system of FTD lack the possibility of ensuring justice. The essence is that the 10 standards the FTD members have to comply with, in order to be approved, based on the analysis above, can be argued to contain a great amount of fairness. However, the current system (based on the available resources of FTD), can be argued to lack the possibility of ensuring justice on several aspects. If FTD had unlimited resources it can be argued that the standards the organization follow, had the potential, to ensure both fairness and justice, if the system were set up to secure the justice, for instance through audits and deriving from that a certification. Since the resources are limited the existing system does not meet the ideal amount of justice and fairness that idealistically should rule the approval system as analyzed above. 

As presented in the interview with Poul, FTD has recognized that a certification system would be a way to secure the approval system and for several years, the bodies within FTD have sought to find or develop a suitable system (Poul, Interview, 2012). Deriving from this it can be argued that the will to improve the system, is present in FTD, and therefore below we will analyzed what improvement FTD can add to their existing approval system in order to obtain justice and fairness to a higher degree than today. 

Since audits are not carried out, the members of FTD can theoretically cheat when filling out the monitoring report. With the current system of FTD, there is no possibility of checking whether the members actually comply with the set standards. The members can theoretically lie when filling out the monitoring report and FTD may never know, since audits are not carried out.

In addition to introducing audits, Poul and Birte would like an improvement of the current monitoring reports. Poul would like the monitoring report to be more fitted to the individual member, and thereby make it easier for the members to fill out the monitoring report (Poul, Interview, 2012). Birte agrees that the system could be simplified in order to maintain the trusting relationship with the producers (Birte, Interview, 2012). Concerning the monitoring report Rene argues that it is very hard to develop any further, it is limited how much more paper work FTD can implement in the monitoring process. The members of FTD are small businesses and stores, with very few resources; it is already challenging to go through all of these complicated reports. Especially if the approval process should be outsources, it would burden the members to go through complicated reports, maybe even on a foreign language. Adding more to the existing reports, in general, would in his opinion kill the member’s initiative (Rene, Interview, 2012). There are shared opinions when addressing the monitoring report. The interviewees would like a more individual monitoring report, but at the same time they do not want the report to be more comprehensive. 

As presented in the empirical material, within the context of FTD, the members are very idealistic and passionate about FT (Rene, Interview, 2012). It can be argued that they have no intention of cheating. The possibility can be discussed, but it is not likely that members within FTD would be members of FTD and intentionally cheat. There is a reason why they are members of FTD, because they are passionate about the movement. At the same time, a membership of FTD can be argued as lucrative for businesses, because through a membership, the members can use the FTD logo in their businesses to sell products. Therefore cheating can probably never be avoided.  

A possibility for FTD would be to carry out audits in order to assure the members compliance with the set FT standards, and thereby confirm the information provided in the monitoring report. Concerning who should carry out the audits, the external monitoring committee as Ida Ljunggren suggests (FTD – forslag til specialeemne), might be the most qualified solution, as the committee are already soaked in the approval process, and the cost of this initiative may be hold on a relatively realistic level, since FTD can decide the level of control. Also it can be argued as realistic since FTD does not have to establish contacts with external actors. 

WFTO are currently developing a new system, for them to certify their system and carry a label, by letting the monitoring report be verified by a third party, who conducts audits. This could be a way for FTD to certify their system, and it can be argued that this solution for a certification system is suitable for FTD. However, it can be discussed that since WFTO have not yet implemented this system, nor finalized the structure of the system, FTD have to develop the system pretty much from scratch and cannot really learn from the experiences of WFTO. However it provides this research with the nuance that other organization are also developing a similar system in order to secure their current system. 

In the question concerning if an outsourcing, of the task of performing audits, could be a solution, there can be set up both pros and cons. Present, there are no similar organization, in term of product types that carry out audits. EFT carries out the audits themselves (Ecocert, homepage 3); FTD could possibly follow that path. On the other hand like Lejf discusses, the possibility of entering a certification system of a greater organization with more resources, may strengthen the sanctions towards members not complying with the set standards (Lejf, Interview, 2012). This could be a pro, if entering the approval/certification process of a greater organization. 

However, the problem discussed above rise again, since there is no suitable system FTD can be implemented into at present time. The members of FTD hold different views on the topic of outsourcing. Marianne argues that outsourcing the approval system could be a possibility in the light of the financial struggle FTD holds. However, she argues, additionally, that it is definitely an advantage that a small organization like FTD is handling such a system, because of the security and the transparency (Marianne, Interview, 2012). Lejf argues that the more tasks that is outsources, the more diluted the organization will appear (Lejf, Interview, 2012). Therefore it can be argued that FTD would appear more diluted if the approval system was not carried out through the organization and for the relatively small members of FTD it would be more complicated to navigate the system. Also Anders would like a certification system but he believes that in terms of cost, this would be carried out most effectively in a European organization, like FLO or WFTO Europe. According to him, FTD should be careful about making to many systems in a small country like Denmark (Anders, Interview, 2012). However when keeping in mind the discussion above, the systems proposed by Anders cannot handle the products FTD holds. And in the terms of WFTO, the organization holds no suitable options concerning audits. Poul outline that if audits should be implemented to strengthen the system of FTD, these should be carried out internationally (Poul, Interview, 2012). It can be argued that this could be done for instance through a consultant company but, realistically, to implement a third party in the FTD system would not be realistic in the economic context of FTD. 

The Nordic cooperation, Nordplus, addressed in the empirical material, could be outlined as a possible affiliate. It can be argued that the foundation for cooperation between the Nordic countries have been laid with the recent cooperation on the Nordplus project. It is possible that Sweden, Norway and Denmark in cooperation, could develop a certification systems with audits. Though it can be argued that the solution concerning a Nordic cooperation is a possibility, it is not as tangible as FTD carrying out the audits themselves. It may save resources, to be a part of a co-operation between several organizations within international reach, and this could create a more powerful system, but to begin such a co-operation requires a lot of resources and communication. And keeping the resources of FTD in mind, the one employee at the secretariat, it can possibly be to time consuming to realize. Further there is no guarantee that this Nordic co-operation would be possible, since relevant organizations from Norway and Sweden have not been implemented in this project process and have not provided their aspects on the topic.  

Søren from the consultant company Nepcon outlines two factors he recommend FTD to reflect on, in the process of improving their system. 

· What kind of control should be carried out, and how thorough should it be? Establish the level of control.

· Who should perform this control? Should the control be put on the market under an accreditation control, or would FTD chose the alternative and set up FTD’s own norm for them to accredit from?

(Søren, Interview, 2012). 

Concerning the level of control and based on the analysis above, audits could be a great improvement of the system and a reasonable level of control. FTD have a vision about improving the existing approval and monitoring system, into a system including a certification element, through an external control of the places of production and the trade practices of their members. The purpose of this is to strengthen the system, in order to avoid scandals, fraud, and when avoiding these factors, strengthen the trade with marginalized producers in the south. Therefore if audits are carried out, the system could be strengthened and justice would be more likely to be ensured.

Concerning who should perform this control, from the empirical material, Idas request and what can realistically be possible within the frames of resources hold by FTD, audits performed by the external monitoring committee could be a solution. Rene states that it would be very expensive to improve the system. He argues that an ideal process would be if the monitoring committee could visit the producers, importers and stores through audits and ask these actors relevant questions in order to secure their compliance with the FT standards. A certification procedure would, according to Rene, be very good to implement in the approval process of FTD. But it is simply not possible to certify all the varieties of raw materials used in the production of handicraft and definitely not within the economy FTD holds (Rene, Interview, 2012). Based on this, an outsourcing of the certification process can be argued as not suitable; instead FTD should focus on certifying the products through audits carried out by the external monitoring committee. 

When discussing this solution Poul argues that the problem is whether to find qualified people to possess the jobs in the monitoring committee (Poul, Interview, 2012). In addition Birte mentions the possibility of paying the members of the external monitoring committee in order to secure more committed and skilled members (Birte, Interview, 2012). However if the committee were paid it can be argued that their impartiality could be questioned.   

Søren from Nepcon argues that the size of the organization is very important, when discussing the possibilities of implementing a certification system and how to control it. Because of the costs implemented in entering a certification system, it is very hard for a small organization to implement a certification system, because it is simply too expensive (Søren, Interview, 2012). On the one hand Søren advises FTD to think internationally. However, when considering the existing systems and the resources of FTD, it can be argued that this is currently not a realistic solution. Also a certification carried out by a consultant company like Nepcon, would be unrealistically for FTD, based on their financial situation. If FTD considered carrying out the audits themselves, Søren estimates the lowest annual cost of expenses for a control carried out by FTD itself, may land around 10.000 Dkk, depending on how detailed the certification should be (Ibid). Based on this calculation the resources of FTD will be analyzed below to discuss whether the certification process through audits, carried out internally, could be a reasonable solution. 

How does the economy of FTD comply with the vision of developing the approval system of the organization? As written in the section presenting FTD, the organization lives primarily on Danida funds and private contributions through memberships and the membership fees paid by the members. Based on the empirical material, and the annual accounts enclosed in the Appendix B, the resources FTD holds are very limited. Therefore it can be argued that the financial question is of utmost importance when discussing how FTD can improve their approval system.

In order for FTD to pay for an improved approval system, a raise of the membership fee is a possibility. Currently a raise in the Danida funds is not realistic, as the Danish government controls these funds. According to the interviews, it is obvious that the members of FTD are economically pressured and their will to pay a higher membership fee is not that apparent. Anders and to some extend Lejf, both interviewees from FT stores, argue that taking the economic state of the stores into consideration, it is not economically feasible for the stores to pay a higher fee. Although, they would both like a certification system to be implemented, and Lejf would also be willing to pay a higher fee for a more secure and transparent system and/or certification system (Lejf & Anders, Interview, 2012). 

The three interviewed importers are all willing to pay a higher fee, if the improvements of the system measure up to the raised fee, and FTD would achieve a more secure and transparent system. However they are all very focused on the fact that a possible improvement should be considerable, in order for them to pay a higher fee (Birte, Poul, Marianne, Intervies, 2012). It can be argued that a raised membership fee is not the ideal way of raising money to improve the system, but realistically it is the most realistic way to raise the needed money for the improvement of the system. However based on the interviews it can be argued that if the system was significantly improved, the members would be willing to pay a higher membership fee. 

A raised membership fee could be a realistic solution. The current fee is 0,8 % of the members revenue, and based on past experiences in FTD, it can be argued that realistically a raise of the fee could be stretched to 1 % of the members revenue. At the extraordinary general meeting in FTD October 30th 2011, a proposal to raise the membership fee from 0,8 % of the revenue, to 1 % of the revenue, was vote down by the members in attendance. Based on this, it can be argued that the raise of the membership fee, even thought it would be carried out based on an improvement of the approval system, realistically cannot exceed the 1 % of the revenue. Since it has been posed to raise the membership fee recently, it can be argued that the members of FTD would be likely to adjust to the proposal in the process of improving the system of FTD. Through it should be taken into consideration that the members may not be prepared to raise the membership fee. 

In addition, a factor that also can be discussed is the two types of members’ willingness to pay a higher membership fee. Birte argues in her interview, that it may be a hindrance for FTD that there exist a gap between the stores and importers in terms of background, resources and livelihood. Since there are two types of reasons to co-operate with FTD, it can be a challenge to unite two backgrounds focusing on one common agenda (Birte, Interview, 2012). FTD is a trade organization for FT stores and importers in Denmark, and these two types of members are very different, both it the terms of economic ability and in the terms of visions. Therefore it is hard to strengthen the system and expect all the members to pay. A solution could be for the importers alone to pay for the improvement of the system and the accompanying expenditures. It can be argued that the improvement of the system is most relevant for the producers. However, it can further be argued to split the organization into two parts, if the conditions for memberships are not equal for all members. A division of member types can be argued as bad for the sense of community. Anders argues that he fells that the distance between FTD and the stores are very far (Anders, Interview, 2012). Also Birte argues that the division between shop members and import members are already considerable (Birte, Interview, 2012). Based on this, it can be argued that some aspects should be considered and reflected upon if this solution were chosen. 

10. Conclusions and Recommendations for Fair Trade Denmark

In the end, the FT movement is all about the marginalized producers. And in order to help the producers through trade, the surroundings of the process have to function and be both fair and just. The consumers purchasing the FT products are partly buying the product based on the story behind the product, and because they believe that they are actually helping the producers to trade and, thereby, improve and develop their living standards. Imagine if the FT product you just bought was based on a lie and the money was actually spent on a conventional purchase. Losing the faith to the FT movement would be very obvious and the reflections upon the movement like: 'FT does not help anyway, why should I support it', is going through the mind. The need for a secure and transparent approval/certification system, to avoid scandals like the Kenyan rose story, is relatable. 

For FTD (a small FT organization), an upgraded approval system would mean strengthened credibility, security and transparency. The will to improve and strengthen the approval system is present in FTD. However, the organization is facing several challenges in order to develop their approval system. 

Based on the analysis, it can be argued that the 10 set standards FTD bases their approval system upon contains a great amount of fairness. When concluding whether or not the ten fair trade principles are fair, we used Steven Suranovic's seven principles of fairness. Most of the fairness principles could be applied to the FT principles, only really two of the seven principles seemed out of context. Based on this, we can conclude that the FT principles are able to preserve and promote fairness.

However, it can also be argued that they do not succeed in applying those principles into a just system. Due to the lack of resources, crucial factors that would benefit the approval process are not carried out. The fact that FTD is not able to verify the members' information, provided through the monitoring report, by carrying out audits can be argued as critical. The current system, how it is outlined based on the available resources of FTD, can, according to the analysis above, be argued to lack the possibility of ensuring justice in several aspects. When assessing the theoretical approach of the system of FTD, we found that it is dependent on trustworthy members, who all share the morals of wanting to help others just for the sake of increasing their happiness. It is a system that can very easily be corrupted if the people involved were not concerned with principles of fairness, justice and moral.

Based on the analysis, implementing the interviews of the members, the comparison of other FT systems and other relevant systems, we will make some recommendations for FTD they can act according to, in order to improve their approval system. The goal for FTD should not be to achieve an ideal system, since that is not realistically in financial terms, they should instead focus on what they can improve with the resources they hold. That is also why several of the possibilities researched in this project are not suitable for FTD. To implement a certification system, verified and carried out by a consultant company, performing the audit would be great but unrealistic based on the economy of FTD. This option, however, is very attractive since this would provide FTD with a really secure and transparent system. An outsourcing of this task would further not affect FTD’s workload that is already comprehensive. Currently, the resources are not present to choose this solution. However, the possibilities for improving the system is there, based on the interpretation that the basis for the process, the 10 set standards the members have to comply with, can be argued as fair. Therefore, based on the analysis it can be concluded that the most relevant and realistic recommendation for FTD would be to carry out audits, performed by the external monitoring committee. Unannounced control audits with the mission to verify if the producers comply with the set FT standards, monitored by the members of FTD. When addressing who should carry out the audits, we recommend, based on the resources hold by FTD, that the external monitoring committee carry out this task. The committee already poses a crucial role in the monitoring process, of monitoring the members based on the monitoring report; therefore, it is only natural that they should also perform the audits. 

FTD should additionally follow the development of the new certification system that is being developed in WFTO. As FTD and WFTO are very similar in background, vision and product types, WFTO could possibly provide FTD with some tools, usable in their own system development. 

Furthermore, to improve the approval system, it can be argued that FTD could benefit from a co-operation with an international organization, and/or a Nordic cooperation - for instance within the frames of the already existing organ Nordplus. However, this option would provide FTD with a great amount of preliminary work in order to recognize if this could even be a possibility. If a co-operation like this could be established, it could be lucrative in terms of shared expenses. However, the preliminary may be too much of challenge for FTD considering their resources. 

In general, it could be very inspirational for FTD to keep monitoring other systems relevant for and within the field of FT. Even though systems like FLO, FSC and EFT certify other product types than FTD, it is always very interesting to keep in mind other certification systems. Also, in for instance this project, it has been very rewarding to examine other systems, in terms of how it could be possible for FTD to strengthen their system. By comparing other systems, it is possible to acknowledge what could be done to strengthen the justice within the system.    

Based on these recommendations, we will recommend FTD to reflect on the two set criteria for strengthening the approval system set by Søren. FTD should establish the level of control needed and decide who should carry out the control. If they follow the recommendations based on the analysis of this project, FTD should research how much it would cost to perform audits. We have not been researching this part, as we are not aware of what kind of control level FTD requires, and how the money should be raised. Further, the improvement should be discussed internally in the organization and it should also be discussed whether the membership fee should be raised to 1 % of the members’ revenue, in order to finance the improvement of the system. In additon, It should be discussed if other possibilities, for raising the needed funds, exists. Moreover, FTD has to establish whether the external monitoring committee is willing to look after the extra task of audits. In general, FTD should keep in mind that if they choose this outlined recommendation, to improve their approval system, they have to keep in mind the amplified workload. Not only should the external monitoring committee be willing to look after another task, the secretariat will inevitably be affected through increased workloads.   

Regardless of all the challenges FTD might face in this process, the organization has the will to strengthen their system, hopefully this project has provided them with some tools to develop and improve their approval system. 

11. Source Criticism 

In the following chapter we will discuss the chosen literature. We will perform a critical examination on the used material.   

Two of the reviewed approaches in this project, free trade and fair trade, can be argued sometimes to be presented in the textbooks with a degree of subjectivity. The authors writing these kinds of books have the tendency to be colored by their ideology, which might affect the written material. However, since we have presented the two theories from different perspectives, it can be argued that most aspects may have been implemented.  

Concerning the chosen books for the theory chapter, they have primarily been written by the primary author of the theories, which could be argued as subjective. However, critical views of the writers from other sources have been included in the theory criticism part of the project.  

The empirical material written by FTD can be argued to contain some subjective views. However, as argued in the method, we have learned to reflect on all kinds of information and not blindly trust that the FT world is as well organized as it might seem, which cases like the Kenyan rose farmers stresses. 

The material gathered from the used organizations' homepages can be argued as subjective material. These homepages are written by the organizations, and are therefore written based on their views. However, this material is used as background material, and has no paramount role in the project. The material is used to outline and review the structure, resources and visions of the organizations, in order to analyze if FTD can learn anything from these organizations. 

In addition, we have used some emails, both replies form different organizations answering questions asked by us, and some emails sent to FTD’s info email address. All of the information in these emails can be argued to be unofficial, since the responses to our questions from the organizations was not written on their website. The emails received in FTD's info email inbox (which we had access to) are expressions of attitudes of the senders and not FTD's, nor ours. All of the emails we have used as references in the project have been enclosed in the appendix.
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� Rough translation: “We no longer trust your concept and brand, and we are done buying so-called Fair Trade products”.


� A branch of DR (The Danish radio)


� Rough translation: “Introduce unannounced audits that is probably the only action profit makers can and will respect”. 


� The ISEAL Alliance is a global association for social and environmental standards that works to develop and establish voluntary standard systems. ISEAL members are committed to create credible standard systems and the organization provides members, such as non-profit organizations, the ability to choose products that are ethically and environmental friendly that guaranteed the producers a decent living (ISEAL homepage – 13/3-2012).


�	 Rough translation: “Where there is money there are corruption. That is the case no matter where you are”.


� Rough translation: “The ideal is that Fair Trade does not exist. Our finest job must be to close down our store.” 
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